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FASB Exposes Two
Drafts and Issues
Movie Standard

The Financial Accounting Standards Board has issued for comment two pro
posed standards: one to implement changes in accounting for foreign currency
translation; the other to make changes in accounting for interest costs.
The first proposal, Financial Reporting and Changing Prices: Foreign
Currency Translation, would amend FASB Statement no. 33, Financial Reporting
and Changing Prices, by requiring companies that measure foreign operations in
currencies other than the U.S. dollar to use a foreign general price level index
to restate the foreign currency amounts and then to translate them into dollar
equivalents. A s already required, the data would be supplemental to the primary
financial statements. This proposal w as prompted by the issuance of SFA S
no. 52, Foreign Currency Translation, which requires companies to use either a
U.S. dollar or a foreign currency perspective in reporting their foreign opera
tions, depending on circumstances.
The exposure draft states that for the purpose of measuring local inflation,
a local price level index should be used — “ one that measures, in a reasonably
reliable manner, the change in the general level of prices in a particular func
tional currency environment.” The deadline for comments is April 19.
The other exposure draft calls for changes in accounting for interest costs
for asset acquisitions which involve tax-exempt borrowings and certain gifts
and grants. It would amend SFA S no. 34, Capitalization of Interest Cost, to allow
interest income on temporary investments to offset capitalized interest cost in
cases of tax-exempt borrowings whose proceeds are used to acquire a long-lived
asset. Nonbusiness entities, such as hospitals, universities and governmental
agencies, would be most affected.
The FA SB also proposed that assets acquired with gifts or grants restricted
by the donor or grantor to acquisition of a specified asset would not be subject
to capitalization of interest cost.
The comment deadline on this exposure draft, Capitalization of Interest Cost
in Situations Involving Tax-Exempt Borrowings and Certain Gifts and Grants,
is March 22.
Up to five copies of each exposure draft may be obtained free until the
respective comment due dates from the FASB, Order Department, High Ridge
Park, Stamford, Conn. 06905 (203/356-1990).
In its just released Statement no. 53 the FASB extracts the specialized accounting
principles and from an AICPA Industry Accounting Guide and Statement of
Position 79-4, both entitled Accounting for Motion Picture Film. It also estab
lishes financial accounting and reporting standards for producers and
distributors. Here are some key elements:
□ Exhibition rights transferred under license agreements for television program
material shall be accounted for like sales by the licensor.
□ The sale shall be recognized by the licensor when the license period begins
and certain specified conditions have been met.
□ Producers and distributors that license film exhibition rights to movie
theaters generally shall recognize revenue when the films are shown.
□ Accounting for film costs and participation agreements is described.
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NOTICE OF AICPA PUBLIC MEETINGS
Accounting Standards —An open meeting of the accounting standards executive committee will be held
on January 27-29 at the OMNI International Hotel in Miami starting at 1:00 p.m. on January 27 and at
8:30 a.m. on the subsequent days. The tentative agenda follows:
January 27 - p.m.
□ Reporting Tax-Exempt Bonds and Indentured Funds of Health Care Entities. (Consider issues paper.)
□ Related Party Disclosures. (Consider letter of comment.)
January 28 - a.m.
□ Personal Financial Statements Guide Revision. (Consider proposed accounting section for final issuance.)
□ Accounting and Reporting by Transferors for Transfers of Receivables with Recourse.
(Consider letter of comment.)
□ Possible New Projects. (General discussion.)
January 29 - a.m.
□ Accounting for Medical Malpractice Self Insurance. (Consider issues paper.)
January 29 - p.m.
□ Discounting Claims Liabilities of Insurance Companies. (Initial discussion.)
□ Accounting by the Insurance Industry. (Consider letter of comment.)
Federal Taxation —The federal taxation executive committee will hold an open meeting in Washington, D.C.
on February 4-5 in the AICPA office starting at 9:00 a.m. on both days and ending at 2:00 p.m. on
February 5. The agenda follows:
February 4
□ Division Activities. (Discussion of point outline.)
□ Proposal for Expansion of Membership in the Federal Tax Division. (Discussion of point outline.)
February 5
□ Items for Technical Corrections Act to the Economic Recovery Tax Act of 1981. (Report of task force.)
Changes from these notices will be reported by the meetings telephone information service.
The number is 212/575-5694.

Recent Publications

Tax Planning Tips from The Tax Adviser — 1982 — This guide presents leading
practitioners’ experiences on hundreds of tax situations encountered in practice.
All material has been updated to reflect recent developments and more than
100 items appear in this edition for the first time. Price is $19.50; $15.60 to
members (available from the AICPA order department).
The Office of Management and Budget recently published a document entitled
Questions and Answers on the Single Audit, dealing with the single audit
provisions of OMB Circular A-102. The circular contains general policy guidance
on how single audits should be made. The questions are those coming up most
frequently in discussions and through correspondence. It may be obtained from
the U.S. Government Printing Office, Washington, D.C. 20402, at $2.25 each
(Document no. 041-001-00244-8).

Postage Reminder
to Letter Readers

AICPA members who have elected to receive the Letter by first-class mail,
or those who wish to take advantage of this service, should send their checks for
$6.50 to the AICPA’s circulation department as soon as possible. (The new
charge is an increase from the previous $5.00 per year, due to postal rate changes.)
This will assure them of first-class mail delivery for the period from March 1,
1982, through February 2 8 , 1983. Otherwise, their copies will be sent at the usual
lower-class rate.
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AcSEC POSITION ON ACCOUNTING FOR COMBINATIONS OF MUTUAL
SAVINGS AND LOAN ASSOCIATIONS OR MUTUAL SAVINGS BANKS
Practitioners recently have asked several questions on how to account for combinations of mutual
savings and loan associations or mutual savings banks (mutual associations). The AICPA accounting
standards executive committee recently discussed the problem and has the following observations:
Although APB Opinion 16, “Business Combinations,” does not refer specifically to combinations of
mutual associations, it implies that its principles should be applied to such combinations. Further, the
AICPA Savings and Loan Audit and Accounting Guide specifically states that Opinion 16 applies to
combinations of two or more mutual associations.
Under Opinion 16, some business combinations are accounted for by the pooling of interests method
and others by the purchase method. The Opinion specifies criteria that must be met for a combination to
qualify for the pooling of interests method. A combination that meets all the criteria that would apply to
mutual organizations should be accounted for by the pooling of interest method. A combination not meet
ing all the applicable criteria should be accounted for by the purchase method. For example, a planned sale
of a significant portion of the loan portfolio may cause the combination to be accounted for as a purchase.
According to Opinion 16 and FASB Interpretation no. 9 on business combinations of savings and
loan associations and similar institutions accounted for by the purchase method, the assets and liabilities
of the acquired mutual association should be stated at their fair values when accounting for a combination
by the purchase method. Three areas of major concern are (1) stating the mortgage loan portfolio at fair
value, (2) stating the various savings deposits at fair value, and (3) identification and measurement of
specifically identifiable intangible assets. These are some thoughts to consider in those areas:
• The purchase price is the fair values of the liabilities assumed plus the fair values of any other
consideration given.
• The fair values of the loan portfolio, Government National Mortgage Association certificates
(Ginnie Maes), and Federal Home Loan Mortgage Corporation Participation Certificates (Freddie
Macs) should be determined by reference to their fair value in a bulk purchase.
• The discount resulting from the difference between the fair values and the unpaid principal
balances of the loans and Ginnie Maes and Freddie Macs should be amortized using the interest
method. The sum of the years digits method should not be used. If the discount is amortized
over the estimated life of the loan portfolio as a whole rather than over the remaining terms of
the individual loans in the portfolio, the remaining contractual term to maturity of the loans
in the loan portfolio as adjusted for expected prepayments should be used. (See paragraph
15 of APB Opinion 21.)
• The fair values of regular savings and NOW account deposits should be the face amount plus
accrued interest.
• The fair values of time savings deposits and borrowings should be determined using current
interest rates for like deposits or borrowings resulting in discount or premium, which should be
amortized using the interest method over the remaining terms of the liabilities.
• Consideration should be given to the estimated future tax effects on amounts assigned to
specific assets and liabilities. The existence of tax net operating loss carryforwards is one factor
to consider in determining the amount of those tax effects. (See paragraph 89 of Opinion 16.)
• Fair values should be assigned to specifically identifiable intangible assets whose fair values can be
determined. Two such intangible assets to consider are (1) the capacity of existing mortgage
loans and savings accounts of the acquired mutual association to generate future income or new
business and (2) the nature of the territory served by the acquired mutual association. Useful
lives should be assigned to each separately identified intangible asset in accordance with
specific facts and circumstances. The fair values assigned become the cost of the assets, which
should be amortized over those estimated useful lives.
• In the determination of the fair values the use of outside specialists may be necessary.
• Any amount that cannot be assigned to individual assets, including specifically identifiable
intangible assets, less liabilities assumed, should be assigned to goodwill. APB Opinion 17 states
that the amount assigned to goodwill should be amortized “over the periods estimated to be
benefited,” but in no event in excess of 40 years. A review of specific facts and circumstances,
for example, economic conditions and competition, may suggest that a life shorter than 40 years
should be used. The straight line method of amortization should be used unless another
rational and systematic method can be demonstrated to be more appropriate.
• After a combination, the amortization periods for intangible assets, including goodwill, should
be evaluated periodically to determine whether revised estimates of useful lives are warranted.
The estimated value and future benefits of an intangible asset may indicate that the unamortized
cost should be reduced significantly by a charge to net income.
Finally, Opinion 16 indicates that the identities of the acquiring mutual association and the acquired
mutual association or associations are usually obvious and that the larger or the largest (usually measured
by total assets) mutual association generally is the acquiring mutual association. In the absence of
persuasive evidence to the contrary, therefore, the acquiring mutual association generally will be the
larger or the largest of the combining mutual associations.

- 4 -

Washington Briefs

Miscellaneous Tax Bill Passed —At year-end President Reagan signed into law
HR5159. Some provisions are as follows:
□ Deferred until January 1 , 1984, the effective date of rules that would limit
loss carryovers of certain companies. The rules would have been effective this
January 1 for reorganization plans adopted on or after that date, and
effective for taxable years beginning after June 3 0 , 1982, with respect to sales
or exchanges of stock.
□ Required that information returns on safe-harbor lease transactions be filed
with the IRS by January 3 1 , 1982, or, if later, within 30 days after the lease
agreement is executed.
□ Eased the limitation on deductions for depreciation, maintenance, etc., when a
taxpayer rents his residence to a family member.
Warning Issued on IRA Bonuses —In light of the promotion by various financial
institutions to attract investors by offering cash bonuses, certain gift items
and high-rate retail repurchase agreements to be rolled over to set up Individual
Retirement Accounts (IRAs), the IRS, in IR 81-137, said that receiving such
premiums may be a “prohibitive transaction” causing the individual establishing
the IRA to lose deductions and be subject to income and penalty taxes. The IRS
proposed a retroactive class exemption from the prohibited transactions if:
the IRS is established solely to benefit the person receiving the premium, or
spouse or beneficiaries; and the fair market value of the property or cash received
is not more than $10 for deposits of less than $5,000 and $20 for deposits of
$5,000 or more.
Helping Improve IRS Forms —The Institute’s Washington office has a form
available designed by the AICPA’s tax forms subcommittee to recommend
improvements in IRS forms and instructions. Return preparers are urged to make
suggestions on the form while working on the returns. For further information
on the project, contact Rob Clayton at the AICPA (202/872-8190).
Incentive Stock Option Rules Issued —Temporary rules, in question and
answer format, were recently issued by the Treasury Department on the
application of incentive stock option treatment to previously granted stock
opions. Changes in the tax laws were made by the Economic Recovery Tax Act
of 1981. While the rules generally provide greater flexibility in electing options
for ISO treatment, there are provisions that may deny the favorable tax
treatment for some previously granted options.
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Draft on Employee
Benefit Plans
Exposed

The Institute’s employee benefit plans and ERISA committee has prepared
an exposure draft of the accounting chapters of a proposed guide, Audits o f
Employee Benefit Plans. The committee had previously prepared an exposure
draft of the proposed auditing sections of that audit guide (see June 2 3, 1980
Letter).
FASB Statement no. 35, Accounting and Reporting by Defined Benefit
Pension Plans, issued in March 1980, established generally accepted accounting
principles for defined benefit pension plans. The accounting guidance in this
exposure draft for defined contribution plans and employee health and welfare
benefit plans is intended to be consistent with the principles in SFAS no. 35
to the extent they are relevant. This exposure draft describes the form of
financial statements, provides for the reporting of plan investments at fair value
and describes additional financial statement disclosures.
The exposure draft’s chapter on employee health and welfare benefit plans
would replace the accounting and reporting principles and practices specified
in the 1972 audit guide, Audits o f Employee Health and W elfare Benefit Funds.
However, the proposed chapter does not significantly change the 1972 guide
as to the accounting for plan liabilities.
Comments on the exposure draft, Accounting and Reporting by Defined
Contribution Plans and Employee Health and W elfare Benefit Plans, are due by
March 19, and should be directed to the Institute’s auditing standards division.
Copies of this draft are available from the AICPA order department
(212/575-6426).

PCPS and
Computer
Conferences Set

PCPS — The private companies practice section of the Institute’s division
for CPA firms has set April 25-27 for its fourth national conference. To be held
at the Hyatt Regency San Francisco Hotel, the conference will focus on the
latest professional and technical developments relating to the practices of local
and regional firms. On April 28, following the conference, the Institute’s CPE
division, in cooperation with the division for CPA firms, will present a full-day
course on conducting peer reviews. This course will be repeated on April 30
in Washington, D.C.
The registration fee is $195 for the conference, but the fee doesn’t include
the optional courses on April 28 and 30.
Computers —The eighteenth annual AICPA Computer Conference is set for
May 24-26 at the Hyatt Regency Hotel in Kansas City, Missouri. It is centered on
the theme, “The impact of minicomputers and microcomputers on the accounting
profession.” As in the past, the program will have several study paths designed
to allow participants wider options, depending upon needs and interests.
For the first time, there also will be hands on demonstrations of microcom
puters by four main vendors. Registration fee is $325.
For further information on both conferences, contact the AICPA meetings
department (212/575-6451).
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National Banking
School Program Set

The Institute, in cooperation with the University of Virginia’s McIntire School of
Commerce, is holding its third national banking school program this May and
June at the University’s campus in Charlottesville. New this year is Level 2,
designed for those who have attended the Level 1 program and geared toward an
advanced coverage of the banking environment.
Level 1, which is geared to those having a general knowledge of the banking
industry, will be given twice —May 17-20 and May 31-June 3. The program will
provide an in-depth study of the commercial banking industry and an update on
emerging issues.
Level 2 will be held June 28-30. It will focus on such issues as taxation, bank
audit administration, mergers and acquisitions and holding companies.
Registration is limited to 75 for each session. Registration fee for Level 1
programs is $650 and for the Level 2 program, $475. For further information,
contact Cathy Justin, AICPA continuing professional education division
(212/575-6643).

Two AICPA
Members Expelled;
Four Suspended

Under Section 7.3.1. of the Institute’s bylaws, a member who has been convicted
of a felony defined as such by the convicting jurisdiction shall have his
membership in the Institute terminated without a hearing.
□ On December 9 , 1981, Eugene L. Kass of New York City was notified that his
Institute membership was terminated as the result of his conviction in the
U.S. District Court for the District of Columbia upon his plea of guilty to the
felony of conspiracy to commit wire fraud.
Section 7.3.2. of the Institute’s bylaws provides that membership in the
Institute shall be terminated or suspended without a hearing if a member’s CPA
certificate is revoked or suspended as a disciplinary measure by any
governmental authority.
□ On December 4, 1981, the membership of James L. Flemmons of Jackson,
Mississippi, was terminated due to the revocation of his CPA certificate as a
disciplinary measure by the Mississippi State Board of Public Accountancy.
The memberships of the following Institute members were suspended
coincident with the suspension of their CPA certificates as a disciplinary measure
by the Arizona State Board of Accountancy:
□ Samuel Gershon, Phoenix — September 2 1 , 1981 to September 2 1 , 1982.
□ Lawrence J. Nicholson, Benson —September 2 1 , 1981 to March 2 1 , 1982.
□ Lois M. Bradley, Tucson — September 3 0 , 1981 to March 21, 1982.
□ Lynn H. Cranney, Mesa — September 3 0 , 1981 to June 30, 1982.

FASB Extends
Comment Deadline
on Reporting by
Transferors

The Financial Accounting Standards Board recently extended the comment
period deadline on its exposure draft, Accounting and Reporting by Transferors
for Transfers o f Receivables with Recourse, to February 18. The draft was
issued last November with comments originally due January 18.
The draft proposes that a transfer of receivables would be recorded as a
sale only if the transferor gives up its right to the future benefits from the
receivables; it can reasonably estimate the remaining obligations to the buyer;
the buyer cannot require the seller to reacquire the receivables except for the
failure of the debtor to pay when due; and the buyer “has economic substance
apart from that provided by the seller.”
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Operational
Auditing
To Be Issued

The Institute’s special committee on operational and management auditing
will shortly issue its report entitled Operational Audit Engagements, a draft of
which was exposed in May 1980. The committee was formed in 1978 to research
the term operational auditing, and to identify significant differences between
operational audits and audits of financial statements.
The revised report of the committee defines an operational audit engage
ment and identifies it as a distinct form of management advisory service that may
also have some of the characteristics of a financial audit engagement. The
report discusses specific aspects of operational audit engagements as generally
conducted by practitioners including potential client benefits, engagement
arrangements, engagement activities and engagement reports.
Eight brief illustrative summaries of operational audit engagements are
presented to further assist practitioners in recognizing the opportunities and
challenges involved in providing this form of service to clients.
Copies of the report will be available next month from the AICPA order
department, at a price to be determined.

NCGA Issues
Statement on
Reporting Entity:
Two Papers

The National Council on Governmental Accounting recently issued the following:
□ Statement no. 3, Definition of Reporting Entity of State and Local Govern
ments, provides guidance in determining those elements of a governmental
unit which are to be included in its general purpose financial statements.
□ Statement of Governmental Accounting Concepts no. 1, Objectives of
Accounting and Financial Reporting for Governmental Units, is part of
“a conceptual framework” for developing standards of accounting and
financial reporting for governmental units. It defines the overall goal and
specific objectives for this type of accounting and reporting.
□ Interpretation 4, Accounting and Financial Reporting for Public Employee
Retirement Systems and Pension Trust Funds, provides further guidance on
earlier NCGA statements in this area.
For further information on the above papers, contact the NCGA, 180 North
Michigan Avenue, Suite 329, Chicago, Illinois 60601 (312/977-9731).

SEC May Withdraw
Rule on MAS
Disclosures

The chairman of the Securities and Exchange Commission has announced that
the SEC may shortly withdraw its rule (ASR no. 250) requiring company proxy
statements to disclose what management advisory services are performed by
independent auditors. Speaking at the AICPA’s ninth National Conference
on Current SEC Developments on January 12, John S. R. Shad, SEC chairman,
said that the SEC staff will recommend withdrawing the rule later this month
because there are adequate self-regulatory means to monitor nonaudit services.
These include, he said, corporate boards of directors, their audit committees
and the SEC practice section of the AICPA division for CPA firms.
ASR no. 250, adopted in 1978, also requires disclosure in the proxy statement
of the percentage relationship that MAS fees bear to the total audit fee and
whether the company’s board of directors or audit committee has approved each
activity and considered any effect on auditor independence.
For further information on the conference, see the March Journal of
Accountancy.

Minority
Scholarships
Announced

The Institute’s minority recruitment and equal opportunity committee recently
announced the award of 86 scholarships for the second half of the 1981-82
academic year. The students, from 54 colleges and universities, received
scholarships totaling $28,250. For further information, contact Sharon Donahue
at the AICPA (212/575-7641).
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Washington Briefs

Legislation to Ease Capital Gain Rules — Representative Kent Hance (D-Tex.)
recently introduced legislation to amend the Internal Revenue Code to
□ Increase the deduction for net capital gains from 60 to 70 percent, and
□ Reduce from one year to 6 months the holding period required for long-term
capital gain treatment.
The amendment would, if passed, apply to taxable years beginning after
December 31, 1981.
New Form on Safe Harbor Leases — Form 6793, Safe Harbor Lease Information
Return, is now available from IRS offices. It is to be used by lessors and
lessees who have entered into equipment leasing arrangements. In IR 82-3, the
IRS said that a Form 6793 must be filed by January 31, or 30 days after the
lease is made, whichever is later.
SEC Staff Bulletin on Combinations —The SEC, late last month, issued Staff
Accounting Bulletin no. 42 expressing its views on the application of existing
accounting methods to business combinations involving financial institu
tions which are accounted for by the purchase method. The bulletin discusses
the allocation of purchase price to tangible and intangible assets acquired
and amortization periods for intangible assets.
Bill Proposes Changes in Interest on Late Tax Payments —A bill (S 1949),
introduced by Senator Charles Grassley (R-Iowa), would provide for an average
annual rather than average monthly adjustments in the interest rate on late
tax payments and late refunds. The current interest rate the IRS must pay a tax
payer for sending a late refund or a taxpayer must pay for filing a late return
is 20 percent — the average prime rate for September 1980. This rate will apply
to any late payments for 1982.
Bill on Small Business Capital Formation Proposed —Small business would be
allowed to deduct the first $150,000 of a dividend distribution under a new
proposal by Senator Lloyd Bentsen (D-Tex.). The bill (S 1985), which also would
make a series of inventory accounting reforms, would enable small companies
to attract new capital, said Bentsen.
SEC Speaks in 1982 — SEC Chairman John S. R. Shad will be the keynote speaker
at the Practising Law Institute’s eleventh annual SEC Speaks Conference,
to be held March 5-6 in Washington, D.C. For further information, contact the
PLI, 810 Seventh Avenue, New York, N.Y. 10019.

TheCPALetter
American Institute of Certified Public Accountants, Inc.
1211 AVENUE OF T H E AMERICAS, NEW YORK, N.Y. 10036

Second-class postage paid at New York, N.Y.

February 8 , 1982
Vol. 62
No. 3

The CPALetter
A Semimonthly News Report Published by the AICPA

FASB Exempts
Investment
Companies from
Inflation Data

The Financial Accounting Standards Board has issued a statement eliminating
a requirement that investment companies disclose certain financial information
adjusted for the impact of inflation. SFAS no. 54, Financial Reporting and
Changing Prices: Investment Companies, amends SFAS no. 33 which required
some 1,200 major companies to present supplemental data about the effects
of inflation on inventory and property, plant and equipment.
The statement, which passed by a 4-to-3 vote, is essentially the same as the
exposure draft issued last fall. According to FASB project manager Michael
Cohen, the board is in the process of making a comprehensive review of SFAS
no. 33 on changing prices, and will consider SFAS no. 54 as part of that
assessment.
The statement is effective as of January 27, 1982, retroactive to fiscal years
ending on or after December 25, 1979.
In addition, the board has issued Technical Bulletin 82-1, Disclosure o f
the Sale or Purchase o f Tax Benefits through Tax Leases, which deals with the
question of what disclosures are required for the sale or purchase of tax benefits
through tax leases.
For further information on these publications, contact the FASB, Order
Department, High Ridge Park, Stamford, Conn. 06905 (203/356-1990).

FAF Appoints GASB
Implementation
Committee

The Financial Accounting Foundation recently appointed an advisory com
mittee to develop specific proposals for implementing the structural recommen
dations contained in the report of the Governmental Accounting Standards
Board Organization Committee, which was issued last fall (see November 23
Letter). That report proposed establishing a governmental accounting standards
board under FAF oversight. The recommendations in the report were confined
to broad, structural issues, leaving the implementation committee to deal with
operating decisions, such as location, budget and staffing.
Chairing the implementation committee is FAF President Russell E. Palmer,
managing partner and chief executive officer, Touche Ross & Co. Other members
include Kenneth S. Axelson, FAF trustee and executive vice president, J.C.
Penney Company, Inc.; Donald W. Beatty, executive director, Municipal Finance
Officers Association; Charles A. Bowsher, U.S. comptroller general; Philip B.
Chenok, AICPA president; Robert Honts, commissioner, Travis County, Texas;
John H. Poelker, former mayor of St. Louis; James P. Ritter, member, Pennsyl
vania House of Representatives; and Charles G. Steele, FAF trustee and
managing partner, Deloitte Haskins & Sells. A representative of the securities
industry is also expected to be appointed shortly.
The committee has scheduled three meetings this month. Upon completion
of its report, the committee’s proposals will go to the FAF trustees for their
consideration and action.
In other foundation matters, Paul A. Pacter has been appointed FAF
executive director as of February 1, succeeding William D. Sprague.
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FAF Retains
Majority Voting
for FASB

The Financial Accounting Foundation, which oversees the Financial Accounting
Standards Board, recently voted unanimously to retain the present requirement
of a simple majority vote of the seven-member FASB to adopt standards for
financial reporting.
The structure committee of the FAF was asked by the FAF trustees to study
the voting requirement last year following formal request that the 5-to-2 require
ment be reinstated. A 5-to-2 vote was required when the FASB was organized in
1973, but was changed to a simple majority as a result of a review of FASB
operations by the FAF’s structure committee in 1977.
Noting that the courts and government commissions, including the Secu
rities and Exchange Commission, can act on a simple majority, the committee
said that a more stringent requirement for the FASB “ could result in fewer FASB
pronouncements, affect the quality of the board’s work and lead to greater
SEC involvement, particularly on issues left unresolved by the FASB.”

Ten new members have been appointed to one-year terms on the Financial
FASB’s Advisory
Council Appoints 10; Accounting Standards Advisory Council, effective January 1. Twenty-eight
Reappoints 28
members were reappointed for additional one-year terms. The council consults
with the FASB on major policy, project priority and other technical matters,
including task force selection.
New members include Charles A. Bowsher, comptroller general of the U.S.,
and Harold M. Williams, former chairman of the Securities and Exchange
Commission. AICPA President Philip B. Chenok was among those reappointed.

Quality Control
Interpretation
Exposed

The Institute’s quality control standards committee has issued an exposure
draft of a proposed interpretation of quality control standards entitled Docu
mentation of Compliance with a System of Quality Control. Its purpose is to
advise firms that documentation would ordinarily be required to demonstrate a
firm’s compliance with its quality control policies and procedures.
Comments are due by April 9 and should be directed to the AICPA’s quality
control review division. Copies of the exposure draft have been sent to all firms
that are members of the division for CPA firms and to other interested indi
viduals. Additional copies are available free from the AICPA order department
(212/575-6426).

IAA Associate
Memberships
Available

Membership application forms are now available to Institute members wishing
to become associates of the Interamerican Accounting Association. Upon
presentation of the completed form and payment of 1982 dues ($100), AICPA
members will receive “certified associate” certificates. Associates will receive
copies of the monthly IAA newsletter and quarterly technical journal (both in
Spanish), access to IAA research facilities in Mexico City and drafts of official
IAA technical opinions.
For further information or sample copies of IAA publications, contact
Howard P. Keefe, IAA committee chairman, at Arthur Andersen & Co., 33 West
Monroe Street, Chicago, Ill. 60603.
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SASon
Supplementary
Mineral Reserve
Data Issued

The Institute’s' auditing standards board has issued a statement on auditing
standards entitled Supplementary Mineral Reserve Information. Essentially the
same as the draft exposed last summer, SA S no. 40 provides guidance for
independent auditors involved with mineral reserve data which certain produc
ing companies are required to present. This SA S is to be applied in conjunction
with SAS no. 27, Supplementary Information Required by the Financial Ac
counting Standards Board.
The statement requires auditors to question management of mineral pro
ducing companies on the preparation and presentation of reserve information.
Factors to be covered by such inquiry are discussed as well as the procedures to
be followed. Also, as established by SAS no. 27, the auditor must call attention
to the omission of required supplementary information, any material departure
from FASB guidelines or inability to apply the limited procedures required by
the statement.
The statement is effective for examinations of financial statements for
periods ended after March 31, 1982. Copies are available at $1.60 each from the
AICPA order department (212/575-6426).

Comments Urged on
Two Financial
Reporting Papers

Several Institute committees, including the MAP committee, the industry
committee and the technical issues committee of the private companies practice
section of the AICPA division for CPA firms, have urged members to study and
comment on the following documents of special interest to practitioners and
small businessmen:
□ An FASB Invitation to Comment entitled Financial Reporting by Private and
Small Public Companies. This document is designed to gather information
to help the FASB clarify how financial reporting needs of private and small
public companies differ from those of other companies. It is available from
the FASB order department (203/356-1990).
□ A discussion paper issued by the AICPA’s special committee on accounting
standards overload, which was formed to consider alternative means of
providing relief from accounting standards which are not considered to be
cost effective, particularly for small, closely held businesses. This document
is available from the AICPA order department (212/575-6426).
Comments on both documents are due by May 31.

NOTICE OF AICPA PUBLIC MEETINGS
Auditing Standards
An open meeting of the auditing standards board will take place in the AICPA boardroom, New
York City, on March 2-4. The starting times and agenda will be reported by the meetings telephone
information service.
Future scheduled meetings are on April 20-22 in New Orleans and on June 1-3 in New
York City.
The auditing standards advisory council will hold an open meeting on March 5 in New York City
in the AICPA boardroom starting at 9:00 a.m. The agenda will be reported by the meetings
telephone information service.
The next scheduled meeting of the council is on June 4 in Conference Room D at the AICPA.

Changes and additions will be reported by the meetings telephone information service.
The number is 212/575-5694.
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Washington Briefs

SEC to Rescind Rule on Disclosure o f Nonaudit Services —The Securities and
Exchange Commission will rescind its rule (ASR no. 250) requiring disclosure
in proxy statements on nonaudit services performed by auditors for their clients.
This action was announced at an SEC open meeting on January 28, and closely
follows a speech by SEC Chairman Shad (see January 25 Letter) in which
he said the SEC staff would recommend withdrawing the rule.
In addition, the SEC will not reinstate ASR no. 264, which discussed factors
relevant to an evaluation of the impact on auditor independence of performing
nonaudit services. Also, a SEC release is anticipated that will likely end any
further consideration of requiring a management statement on internal account
ing control in annual reports.
IRS Reorganization Ahead —The main elements of a plan to reorganize the IRS
may be in place by March 1, according to Roscoe L. Egger, Jr., IRS commissioner.
In a recent speech, Mr. Egger said that the changes were being made to improve
administration and processing of tax matters. The changes will primarily
affect the IRS national office and will include moving the technical division
and the appeals division to the chief counsel’s office.
Tax Law Impacts Sick Pay —Recently President Reagan signed into law HR 4331,
which subjects the first six months of sick pay, including payments to third
parties, to social security taxes as of January 1 , 1982. Workmen’s compensation
will not be taxed, but payments under a state temporary disability law will
be subject to the FICA tax.
Undeliverable Tax Forms Won’t be Forwarded — Federal income tax forms for
1981 that cannot be delivered as addressed won’t be forwarded outside of a
local postal area, said the IRS. This new policy will also apply to all future
mailings of forms. The IRS also said, in IR 82-6, that all unpaid and partially paid
mail will be returned to sender, since it cannot pay postage due on incoming mail.
Increased Penalty for False W-4 Forms —In IR 82-9, the IRS announced a newly
increased penalty to be levied against individuals attempting to avoid income
tax withholding on wages by filing false W-4 forms. The Economic Recovery Tax
Act of 1981 increased the civil penalty for filing a false W-4 form from $50 to
$500. The penalty, for false forms filed after December 3 1 , 1981, applies when an
individual makes a false statement “where there is not reasonable basis for that
statement.”
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Audit Interpretation
The Institute’s auditing standards division has approved an auditing
on S and Ls Approved interpretation entitled Reports in Filings Other than with the Regulatory Agency
on Financial Statements Prepared Using FHLBB Accounting Practices —
Savings and Loan Associations, which will be published in a forthcoming issue
o f the Journal of Accountancy. The following is a summary.
The Federal Home Loan Bank Board recently adopted rules permitting
member savings and loan associations to defer gains and losses from the sale of
mortgage assets —a departure from generally accepted accounting principles.
Some S&Ls may also decide to follow this accounting treatment in financial
statements to be distributed to others, including the shareholders.
SAS No. 1, section 544 provides that for financial statements presented
for purposes other than filings with supervisory agencies, material departures
from generally accepted accounting principles should be dealt with in the
same manner followed by companies that are not regulated. Ordinarily this will
require either a qualified or an adverse opinion on such statements and the
auditor should take exception to both the change having been made without
reasonable justification and the particular accounting treatment of gains and
losses from the sale of mortgaged assets.
Section 544 permits the auditor to express an opinion on whether the
financial statements are presented in conformity with a basis of accounting
prescribed or permitted by a regulatory agency in an additional paragraph to the
report, but a report of this type is not mandatory. The additional paragraph,
if used, should be carefully worded so as not to state or imply that the financial
presentation under the accounting practices permitted by the FHLBB is
an improved financial presentation.
The sale of mortgage assets at a loss frequently would be indicative of
an S&L having trouble meeting net worth requirements of the FHLBB or other
regulatory bodies as well as having other financial problems as a result of
economic conditions. If, because of such factors, the auditor concludes that there
is a substantial doubt about the entity’s’ ability to continue in existence, he
should consider the need to modify his report for the uncertainty.
Proposal of Financial An exposure draft of a proposed statement of position entitled Accountant’s
Forecasts Exposed
Report on a Financial Forecast Contained in Filings Under Federal Securities
Statutes has been issued by the Institute’s auditing standards division. It would
supplement the Guide for a Review o f a Financial Forecast. The proposal
describes the procedures an accountant should undertake between the date of
his report and the effective date of a registration statement that contains a
forecast when his report on the forecast is not required to be updated.
Comments are due by April 15, and should be directed to the auditing
standards division. A limited number of free copies of the draft are available
from the AICPA order department.
Members wishing to be added to exposure draft lists for future pronounce
ments prepared by the auditing standards board’s financial forecasts and
projections task force should write to the auditing standards division, file 2660.
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Future Issues
Committee
Appointed

Following up on a proposal made in his inaugural speech last fall, AICPA
Board Chairman George D. Anderson has appointed a standing committee under
the chairmanship of Richard S. Hickok, Main Hurdman, New York, to identify
and consider future problems and opportunities facing the AICPA.
According to Mr. Anderson, this is a long-range committee but not a
“long-range planning committee” in the sense that it is not expected to issue a
definitive report with specific recommendations. Rather, the committee will
consider the mission of the Institute on a continuing basis in light of the
present and anticipated future environment and identify the basic issues that
should be faced over the next five to fifteen years. Although alternative courses
of action will be discussed and presented, the board of directors will deal
with the development and implementation of any recommendations.
Initially, the committee will consider the responsibilities of the profession
to the public, clients and others, which may possibly lead to a redefinition of
the AICPA’s mission.
In addition to Mr. Hickok, the members of the committee are Jack Brooks,
Connecticut Society of CPAs, Hartford; Paula H. J. Cholmondeley,
Westinghouse Elevator Company, Short Hills, New Jersey; J. Michael Cook,
Deloitte Haskins & Sells, Miami; Bruce D. Dixon, Ernst & Whinney, New York;
Charles T. Horngren, Stanford Business School, Stanford, California; Alan B.
Levenson, Fulbright & Jaworski, Washington, D.C.
Also, Kenneth H. Lever, Laventhol & Horwath, Los Angeles; M. Mendel
Piser, Crowe, Chizek & Company, South Bend, Indiana; Mahlon Rubin, Rubin
Brown Gornstein & Co., St. Louis; A. Marvin Strait, Strait, Schulz & Company,
Colorado Springs; and Robert D. Thorne, United States Gypsum Company,
Chicago.
AICPA members are encouraged to express their views to committee mem
bers on the future problems and opportunities they feel should be addressed.

IASC To Issue
Three Papers;
One Standard

The International Accounting Standards Committee is issuing the following:
□ IAS 16, Accounting for Property Plant and Equipment, does allow
revaluations of such property, plant and equipment and gives guidance for
their treatment for those nations allowing revaluations to be made in
the context of a historical cost framework. The statement becomes
effective for accounting periods beginning on or after January 1 , 1983.
□ Exposure Draft 23, Accounting for the Effects of Changes in Foreign
Exchange Rates, is the IASC’s second proposed statement on foreign
currency translation. It proposes use of the “closing rate” method — or the
rate in effect at the balance sheet date — to translate financial statements
of foreign-based operations that aren’t an integral part of the parent
and don’t directly affect the parent's cash flow. Comments are due by
August 31, and should be directed to Paul Rosenfield at the AICPA.
□ A summary of responses to IASC discussion paper, Disclosures in
Financial Statements of Banks, contains comments from various groups
on the IASC discussion paper issued in March 1980. The paper dealt with
the need for harmonization of bank financial standards and guidelines
for developing disclosures in financial statements of banks.
The papers may be obtained from the AICPA order department in early
March (212/575-6426) at prices to be determined.
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FASB Exposed Draft
on Mortgage
Banking Activities

The Financial Accounting Standards Board recently proposed accounting and
reporting standards for certain mortgage banking activities, including processing
mortgage loans, sales of the loans and recognition of related fees. The proposed
standard, Accounting for Certain Mortgage Banking Activities, comprises
specialized accounting and reporting principles and practices in two AICPA
statements of position and would confirm current practices.
It would require, for example, a mortgage banker to account for mortgages
being held for sale and sales of mortgages to an affiliate at either cost or market
value, whichever is lower. The proposal also would establish accounting and
reporting standards for several different kinds of loan and commitment fees,
according to FASB Practice Fellow Blake E. Devitt.
Comments are due by May 3. Up to five copies of the exposure draft may
be obtained free until the comment due date from the FASB, Order Department,
High Ridge Park, Stamford, Conn. 06905.

FASB Issues
Statement on
Convertibles

The Financial Accounting Standards Board has issued a statement amending
APB Opinion no. 15, Earnings per Share, to substitute the average Aa corporate
bond yield as the new benchmark rate in the cash yield test for determining
whether a convertible security is a common stock equivalent.
SFAS no. 55, Determining Whether a Convertible Security is a Common
Stock Equivalent, shall be applied to convertible securities issued after February
2 8 , 1982, to determine whether they are common stock equivalents.

IFAC Exposes Draft
on the Auditor’s
Report

The international auditing practices committee of the International Federation
of Accountants recently released for comment its Exposure Draft 12, The
Auditor’s Report on Financial Statements. The draft covers the basic elements
of the auditor’s report, types of opinions and the circumstances that may result
in other than unqualified opinions.
Comments on the exposure draft are due by July 31, 1982, and should be
directed to Thomas P. Kelley at the AICPA. The draft is available free from the
AICPA order department (212/575-6426).

MFOA Schedules
Single Audit
Colloquia

The Municipal Finance Officers Association is presenting six regional one-day
colloquia on “Understanding and Implementing the Single Audit Concept” to be
held at the following locations: Chicago (March 16), Seattle (March 22), Los
Angeles (March 24), Albany, New York, (April 16), Austin, Texas, (April 19) and
Tampa, Florida (April 21).
Registration is $110 for MFOA members and $160 for nonmembers. For
details contact MFOA Career Development Center, 180 North Michigan Avenue,
Chicago, Illinois 60601 (312/977-9700).

NOTICE OF AICPA PUBLIC MEETINGS
Accounting and Review Services—An open meeting of the accounting and review services committee will
be held on March 18-19 in New Orleans at the Royal Sonesta Hotel from 9:00a.m. to 5p.m. each day. The
agenda is not yet available.
Accounting Standards—The accounting standards executive committee will hold an open meeting in the
AICPA boardroom, New York, on March 10-12 starting at 8:30a.m. The agenda has not yet been determined.
Agendas and changes from these notices will be reported by the meetings telephone information service.
The number is 212/575-5694.
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Washington Briefs

Administration Offers Tax Proposals - The President will submit legislation to
Congress this year, aimed at “plugging unwarranted tax loopholes and
strengthening the law which requires all large corporations to pay a minimum
tax.” Specific proposals now include the following:
□ Taxable interest and dividend payments would be subject to a five percent
income tax withholding.
□ Insurance companies would no longer be able to reduce tax liability
through co-insurance arrangements.
□ Assets financed by industrial development bonds issued after 1982 would
have to be depreciated over an extended recovery period using the straightline method.
□ The completed contract method of accounting would be repealed, effective
in 1983.
□ A 15 percent add-on minimum tax on certain tax preference items would
be imposed on all corporations.
New SBA Head Selected —The White House recently announced that Michael
Cardenas had resigned as administrator of the Small Business Administration and
that President Reagan had nominated James C. Sanders, a former California
civil engineer and insurance executive, for the post. Sanders is now an associate
administrator for management assistance at the agency.
Final Regulations on Withholding Exemptions —The Treasury Department
has issued final regulations designed to deal with the abusive filing of requests
for excessive withholding exemptions on Form W-4. Under the final regulations,
in TD 7803, tax protestors can be targeted for review by having any new
exemption forms sent directly to the IRS.
New R elief for Wraparound Annuities —The IRS recently announced a new
timetable for 1981 tax information reporting by issuers of wraparound annuities.
Tax information statements normally required by January 31, 1982, can now
be furnished to affected annuity owners as late as March 15, without penalty.
It also said that Forms 1096, 1099 and 1087, normally due to be filed by February
2 8 , 1982, can be made by March 15 without penalty.
SEC Releases on Internal Control Statements —As expected, (see February 8
Letter), the SEC, in a recent interpretative release, announced that no further
action will be taken to require disclosure of a statement of management on
internal accounting control in annual reports to stockholders or SEC filings.
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Board of Directors
Meeting Highlights

At its meeting on February 25-26, the Board of Directors
□ Authorized discussion at regional meetings of members of Council of a
proposal by the Federal Taxation Division to expand its membership by
admitting qualified members willing to pay a special dues.
□ Decided to express to the White House the Institute’s support of CPA
candidates for an opening on the Securities and Exchange Commission.
□ Decided to recommend that Council terminate the Practice Review Committee
in the next committee year.
□ Authorized appointment of a special committee to review the structure of
the auditing, review and compilation, and quality control standard-setting
bodies.
□ Decided to request Council authorization of a mail ballot of the membership
to amend the rule on advertising and solicitation to prohibit solicitation
excesses along the lines suggested by the special committee on solicitation.
□ Decided to request Council authorization of a dues increase of 25 percent for
the 1982-83 fiscal year.

Statement on
Working Papers
To Be Issued

The Institute’s auditing standards board recently approved for issuance a
statement on auditing standards entitled Working Papers, which is expected to
be available late next month. SAS no. 41 supersedes SAS no. 1, section 338,
and is essentially the same as the draft exposed last spring.
It makes clear that working papers are required. It states that although the
form and content of the working papers the auditor prepares will vary with
the circumstances of a particular engagement, they should be sufficient to show
that the applicable standards of fieldwork have been observed.
SAS no. 41 is effective for engagements beginning after May 31, 1982.
Copies will be available at $1.60 each later next month from the AICPA order
department (212/575-6426).

Interpretation on
Internal Control
Issued

The institute’s auditing standards division recently approved an auditing inter
pretation on reporting on internal accounting control as required by the U.S.
General Accounting Office. The text of the interpretation will appear in the April
Journal o f Accountancy.
An interpretation of SAS no. 30, Reporting on Internal Accounting Control,
it provides guidance on identifying and classifying accounting controls studied
and evaluated as part of a financial and compliance audit. GAO standards
state that the requirement to identify an entity’s significant internal accounting
controls may be satisfied by identifying significant classes of transactions and
related assets. The interpretation gives several examples of ways that trans
actions may be grouped, such as by cycles of the entity’s activity, accounting
applications or balance sheet captions.
A sample report which includes identification of the entity’s significant
accounting controls is presented in the interpretation.
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Four Members
Expelled Under
Bylaws;
One Suspended

The following actions were recently taken under the automatic disciplinary
provisions of the Institute’s bylaws:
□ On February 2 , 1982, the membership of Paul E. Flasher, II, of Tampa, Florida,
was terminated following receipt of evidence that his judgment of conviction
of grand theft had become final. Mr. Flasher was suspended from Institute
membership on September 30, 1980 because of this conviction in a Florida
Circuit Court which was then being appealed. (See December 8, 1980 Letter.)
□ On February 4 , 1982, the membership of Clifford Y. Pierce of Hollywood,
Florida, was terminated following receipt of evidence that his judgment of
conviction of illegal possession and distribution of drugs had become final.
Mr. Pierce had been suspended from Institute membership on April 16, 1980
because of this conviction in a U.S. District Court which was then being
appealed. (See July 1980 Letter.)
□ On December 2 , 1981, John C. Welden of Grants Pass, Oregon, was notified
by the Secretary that his membership had been terminated following receipt
of a judgment of conviction in a U.S. District Court on his plea of guilty
to a charge of failure to file income tax returns.
□ On December 2 9 , 1981, the membership of John Michael Daniel of Dalton,
Georgia, was terminated coincident with the revocation of his sole CPA
certificate by the South Carolina Board of Accountancy for failing to comply
with the state’s continuing education requirements.
□ The membership of Lawrence I. Subrin of Tucson, Arizona, has been sus
pended from December 1, 1981 to December 31, 1982 coincident with the
suspension of his CPA certificate by the Arizona State Board of Accountancy
for having failed to comply with GAAS and GAAP.

Recent AICPA
Publications

The AICPA recently published its new bylaws, as adopted by the membership,
effective October 15, 1981. The Bylaws and Rules o f Conduct o f the Code o f
Professional Ethics as amended March 31, 1979 is available at $2 each from the
AICPA order department (212/575-6426).
The Institute’s minority recruitment and equal opportunity committee has issued
its surveys of minority recruitment and placement of accounting graduates
from the historically black and minority colleges and universities for the spring
of 1981. A list of 1981 scholarship award winners is also included. Copies of the
committee’s report are available from Sharon Donahue at the AICPA
(212/575-7641).
The most recent program in the CPA Video Journal series is no. 19, Accounting
Standards Overload, which focuses on the conclusions and recommendations of
the Institute’s special committee on accounting standards overload, as stated
in their report issued in December. Contact Teresa Zimmerer at the AICPA
(212/575-5573).
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- 3Palmer Reelected
FAF President

Russell E. Palmer, managing partner and chief executive officer of Touche Ross
& Co., has been reelected to a one-year term as president of the Financial
Accounting Foundation. The foundation is the funding and general oversight
body for the FASB, except for the board’s technical decisions.
Kenneth S. Axelson, executive vice president, J. C. Penney Co., Inc., was
reelected as vice president of the foundation, and Edus H. Warren, Jr., vice
chairman of Capital Research Company, was elected secretary and treasurer.
New trustees, elected for three-year terms, are Thomas L. Holton, managing
partner of Peat, Marwick, Mitchell & Co., and Mr. Warren. AICPA chairman
George D. Anderson, senior partner of Anderson ZurMuehlen & Co., will serve
as an ex-officio trustee during his term of office.

Proposal on
Financial Feasibility
Studies Exposed

An exposure draft of a proposed statement of position for reporting on financial
feasibility studies has been issued by the Institute's auditing standards division.
It illustrates an expanded form of report that an accountant might use when
he has applied procedures in conducting a feasibility study that exceed those that
would pertain solely to a review of a financial forecast. The proposal would
supplement the Guide for a Review of a Financial Forecast.
Comments on the draft, which is entitled Report on a Financial Feasibility
Study, are due by May 15, and should be directed to the auditing standards
division. A limited number of free copies of the draft are available from the
AICPA order department (212/575-6426).

SUMMARY OF PROPOSED GUIDE ON AUDIT SAMPLING
The Institute’s statistical sampling subcommittee has prepared an exposure draft of a proposed
Audit Guide entitled Audit Sampling, which is important to all CPAs who do audits. It provides
guidance to the auditor for implementing SAS no. 39, Audit Sampling, which applies to both
statistical and nonstatistical audit sampling. The proposed guide provides guidance to assist
auditors using either approach in applying SA S no. 39.
The draft is organized so that essentially all the guidance relating solely to statistical sampling
is located beginning with chapter 3, section 3. As a result, if an auditor is using this guide to
assist in applying nonstatistical sampling, the auditor would ordinarily follow the guidance in the
earlier chapters.
The introduction to the guide describes the scope of the audit guide and provides guidance
on the type of audit procedures covered by SAS no. 39 and this guide. The draft’s chapters,
respectively, provide an overview of the relationship of audit sampling to the audit process; provide
guidance on the use of audit sampling for tests of compliance with prescribed internal accounting
procedures; and provide guidance on the use of audit sampling for substantive tests of details.
Neither SAS no. 39 nor this guide requires the auditor using nonstatistical sampling to
compare the sample size for the nonstatistical sampling application to a corresponding sample
size calculated using statistical theory. However, the proposed guide provides several quantitative
illustrations of sample sizes based on statistical theory that should be helpful to an auditor
applying professional judgment and experience in considering the effect of various planning
considerations on sample size.
Comments on the draft are due by August 15, and should be directed to the Institute’s auditing
standards division. Comments are particularly sought on any circumstances where practitioners
are unable to determine whether SA S no. 39 and the proposed guide apply, and on any diffi
culties encountered in designing, selecting and evaluating a nonstatistical sample in accordance
with the guidance provided in this proposal.
Copies of the draft are available from the AICPA order department (212/575-6426).
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Conferences of
Interest Scheduled

Small Firm - The Institute’s management of an accounting practice committee
will hold its second annual conference for the smaller CPA firms twice this
year —August 12-13 in Denver and September 30-0ctober 1 in Atlanta —with the
same topics and speakers. The program focuses on the interests and problems of
firms that practice with limited staff and will probably appeal most to sole
practitioners and firms with two to three partners. Topics include setting pro
fessional fees, staff utilization, microcomputers, mergers and acquisitions,
profit planning and client development.
A brochure will be mailed to all AICPA members in April. For further
information, contact the AICPA’s industry and practice management division
(212/575-6441).
MAS Training —The National MAS Training Program will present three oneweek programs for practitioners who wish to expand and refine their MAS
consulting skills. Sponsored jointly by the Graduate School of Business Adminis
tration of the University of Texas at Austin and the AICPA and held on the
University’s campus, the program will focus on the following topics:
□ Development o f Consulting Skills on June 14-18 covers all consulting skills
from preliminary survey and proposal preparation to final report presentation.
□ Consulting for Business Planning an d Control on June 21-25 will enable
MAS practitioners with two to three years’ experience to direct an engage
ment in designing and implementing financial planning and control systems
for a small business client.
□ EDP Consulting for Small Businesses on June 21-25 will enable practitioners
with basic EDP knowledge to conduct a feasibility study, assist in contract
negotiations and understand the workings of an EDP systems installation for
a small business.
For information, contact the CPE marketing department (212/575-6643).
The deadline for receipt of registration forms for the XII International Congress
of Accountants is May 15. The Congress is slated for October 10-13 in Mexico
City. Registration forms are available from the AICPA’s international relations
department (212/575-6464).
Asiatic-Pacific —The 10th conference of the Confederation of Asian & Pacific
Accountants will be held in New Delhi on November 21-25,1983. This organiza
tion is devoted to developing a coordinated regional accounting profession
with harmonized standards. The theme will deal with the role of the accountant
in the developing world. Registration fee is $350 (U.S.). An “Intention Form”
should be filed by September 30, 1982. For information contact the Secretary,
10th CAPA Conference, Post Box no. 7100, Indraprastha Marg, New Delhi
110 002, India.

New AICPA Public
Relations Program
Developed

The Institute recently initiated a series of bimonthly public relations programs to
better explain the CPA’s services, particularly for small business. The program
was designed in response to a recommendation by the AICPA special committee
on small and medium sized firms.
The programs, which will be available through state societies, include
speech texts and public service radio messages on problems that practitioners
can help local businesses solve.
The first in the new series deals with how CPAs help identify signs of dis
tress in business entities. Future subjects will deal with how to obtain a bank loan
and selection of a business site.
For information, contact Sam Hoyt in the Institute’s public relations
division (212/575-3880).
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AICPA Positions
on Contractors
and Hospitals
Are Designated
Preferable

The Financial Accounting Standards Board has designated the accounting and
reporting principles and practices in the following AICPA documents as prefer
able when applying the provisions of APB Opinion 20, Accounting Changes:
□ Audit and Accounting Guide for Construction Contractors.
□ SOP 81-1, Accounting for Performance o f Construction-Type and Certain
Production-Type Contracts.
□ SOP 81-2, Reporting Practices Concerning Hospital-Related Organizations.
This ruling, as set forth in FASB Statement no. 56, amends Statement no. 32,
Specialized Accounting and Reporting Principles and Practices in AICPA State
ments o f Position and Guides on Accounting and Auditing Matters. The new
statement therefore provides justification for a contractor to make an accounting
change from the completed-contract method under a circumstance not spe
cifically provided for in ARB 45, Long-Term Construction-Type Contracts. This
occurs when a reasonable estimate of the final profit cannot be made but a
loss is not expected.
The statement is effective for fiscal years beginning after December 3 1 , 1981.

FASB Would Defer
Requirement for
States’ Pensions. . .

In a recently issued exposure draft, the Financial Accounting Standards Board
proposed deferring for 18 months the effective date of SFAS no. 35, Accounting
and Reporting by Defined Benefit Pension Plans, for plans sponsored by state
and local governments. The statement will continue to apply to 1981 financial
statements of private plans.
In the draft, the FASB notes that the Financial Accounting Foundation
recently appointed a committee to implement the recommendations contained in
the report of the Governmental Accounting Standards Board Organization
Committee, which was issued last fall. The report proposed establishing a
governmental accounting standards board under FAF oversight.
Also, recently the National Council on Governmental Accounting issued its
Interpretation 4 on public employee retirement systems and pension trust funds.
The NCGA interpretation differs significantly from SFAS no. 35, principally
in that it doesn’t require presentation of investments at “fair” or market value.
The NCGA interpretation is effective for years ending after December 15, 1981.
According to Frank C. Munn, FASB assistant project manager, the NCGA
will consider deferring its interpretation by changing the effective date to
coincide with the FASB’s action at its March meeting. “Such a mutual deferral
would eliminate the potential conflict between these documents while efforts
are under way to establish a new body to set standards for state and local
governments,” he added.
Comments on the FASB draft are due by March 26. Up to five free copies
may be obtained until the comment due date from the FASB, Order Department,
High Ridge Park, Stamford, Conn. 06905.

.. .And Exposes
Draft on
Extinguishment
of Debt

More gains and losses from extinguishments of debt made to satisfy sinkingfund requirements would be classified in companies’ income statements as
extraordinary items, rather than as part of operating earnings, according to a
recently-exposed draft issued by the FASB. The proposed statement, which
amends SFAS no. 4, Reporting Gains and Losses from Extinguishment of Debt,
would require all gains and losses from extinguishments of debt to be classified
as extraordinary items except for those gains and losses resulting from the
satisfaction of sinking-fund requirements that a company must meet within one
year of the date of the extinguishment.
Comments on the exposure draft, Extinguishments o f Debt Made to Satisfy
Sinking-Fund Requirements, are due by April 26.
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Washington Briefs

SEC Adopts New Registration Rules —At an open meeting on February 24,
the SEC adopted the final components of a package of new rules aimed at speed
ing up and simplifying the filing of information for corporations marketing new
securities. The revisions are part of the commission’s three-year program to
streamline its reporting requirements. Specifically, it adopted parts of the inte
grated disclosure system that will provide new Forms S-1, S-2 and S-3 and
will revise Regulation S-K.
It also deferred final action, but adopted, as a nine-month experiment,
procedures on delayed or continuous offerings —known as “shelf registrations” —
for major corporations. The measure would allow a company to file a single
registration statement with the SEC announcing its plans for issuing securities on
a two-year basis, and then go to market “when the time may be ripe.” The
SEC postponed final action pending the outcome of hearings to be held shortly.
Revisions Ahead for Contract Accounting, Co-Insurance - The Treasury Depart
ment plans to take administrative action and issue regulations shortly on the
completed contract method of accounting and modified coinsurance arrange
ments —two of the items the President announced would be included in his
revenue-raising proposals, Assistant Treasury Secretary for Tax Policy John
Chapoton said in a recent speech.
Legislation to Change All-Savers Benefits —Legislation was recently introduced
to make the all-savers certificates permanent and to double the amount of
tax-exempt interest. S. 2053, introduced by Senator Dennis DeConcini (D-Ariz.),
would continue the program, which is slated to end this December 31.
Modification o f Tax Lease Benefits Likely — Recently Senator Robert Dole
(R-Kan.), chairman of the Senate Finance Committee, predicted that the safe
harbor leasing rules would either be severely restricted or repealed on the first
available tax bill. The committee’s staff, he said, is presently studying several
options in this area.
SEC and Financial Reporting Conference —The University of Southern Cali
fornia School of Accounting will hold a one-day conference on the SEC and
financial reporting on May 7 in Los Angeles. Entitled the SEC and Financial
Reporting Institute, the program will provide a forum for business and practi
tioners and policy setters. Keynote speaker is John S. R. Shad, SEC chairman.
For information, contact Professor Jerry L. Arnold at the University, Bridge Hall,
Los Angeles, California 90007 (213/743-2426).
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AICPA Officers
and Directors
Nominated
for 1982-83

At its meeting this month the AICPA’s committee on nominations took the
following actions:
□ Confirmed the nomination of Rholan E. Larson, Minnesota, to be chairman
of the board of the Institute for 1982-83.
□ Nominated the following officers:
Vice Chairman — Bernard Z. Lee, Texas.
Vice Presidents — Thomas L. Holton, New York; Sybil C. Mobley, Florida;
Willis A. Smith, New Jersey.
Treasurer —William B. Keast, New York (incumbent).
□ Nominated the following to serve on the board of directors for three-year
terms: Gerald W. Hepp, Michigan; Glenn Ingram, Jr., Illinois; W. Ian A.
McConnachie, Washington; Thomas C. Pryor, New York.
The complete report of the committee on nominations will appear in the
next issue of the Letter including procedures for independent nominations.

Two New Council
Members Proposed

The AICPA’s board of directors has recommended to council the election of the
following two members to fill vacancies in the council membership:
□ Robert M. Benjamin, Portland, Oregon, to fill the vacancy created by the
resignation of Philip R. Bogue. The term expires in October 1982.
□ Mahlon Rubin, St. Louis, Missouri, to fill the unexpired term (October 1982) of
Gerald W. Hepp who has been elected an AICPA vice president.

Candidates Sought
for AICPA Awards

The Institute’s awards committee will meet this spring to consider candidates
for the AICPA Gold Medal Award for Distinguished Service and the AICPA
Medal of Honor which is awarded from time to time to non-AICPA members
whose activities have had a significant impact on the accounting profession.
Members are urged to submit names of likely candidates, along with background
information, to the committee at the AICPA. The professional contributions
of proposed candidates should be truly “distinguished” in comparison with other
dedicated individuals. Any awards granted will be presented at the Institute’s
annual meeting next October in Portland, Oregon.

Recent ASB
Actions

At its March 2-3 meeting, the Institute’s auditing standards board agreed
□ To draft a proposed statement on auditing standards that would provide
guidance on evaluating the adequacy of disclosures of uncertainties and to
prohibit the use of “subject to” opinions.
□ To expose an amendment to SAS no. 39, Audit Sampling, that would postpone
its effective date until June 25, 1983 to allow practitioners more time to
implement the guidance provided in the recent exposure draft of the proposed
audit guide on audit sampling (see March 8 Letter).
□ To draft a proposed SAS that would prohibit auditors from auditing a balance
sheet and reviewing the other basic financial statements when they are
reported together.

-
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SEC Eases Rules
on Small Securities
Offerings

At a recent meeting, the Securities and Exchange Commission adopted a series of
six rules, collectively called Regulation D, which exempt many small securities
issues from registration. The new rules Will “greatly aid the capital-raising
process for small companies,” according to SEC Commissioner Barbara Thomas.
The regulation raises to $500,000 from $100,000 the amount of securities
that can be sold without SEC registration in any 12-month period; reduces the
amount of disclosures required for such offerings; and for the first time, lets
brokers receive commissions from such sales.

Revisions Made on
AICPA Professional
Standards

Publication of volumes 3 and 4 of AICPA Professional Standards on accounting
will be discontinued on May 31, 1982. The Financial Accounting Standards
Board expects to publish, effective June 1, both looseleaf and paperback editions
of a new “Current Text” of accounting standards. These new FASB publications
will integrate all pronouncements covered by Rule 203 (ARBs, APB opinions,
FASB statements and interpretations) into a continuous text by subject.
Pronouncements not covered by Rule 203 (APB interpretations and FASB tech
nical bulletins) will immediately follow the related 203 pronouncements.
This new Current Text, which will be completely reindexed, should be more
useful to practitioners and easier to work with. Also, the FASB will continue
to publish annually a paperback volume of original pronouncements to aid
researchers.
Information as to the availability of these publications through the AICPA
will be mailed to all Institute members in the near future.

Draft on Property
and Liability
Reinsurance Issued

An exposure draft of a proposed statement of position entitled Auditing Property
and Liability Reinsurance was recently issued by the Institute’s auditing
standards division. Prepared by the division’s reinsurance auditing and account
ing task force, the draft provides guidance on certain significant aspects of
internal accounting controls and related auditing procedures for property and
liability reinsurance (including accident and health reinsurance) for audits of
ceding companies and assuming companies. The proposed statement is intended
to supplement the Institute’s industry audit guide, Audits of Fire and Casualty
Insurance Companies.
The draft also provides guidance on the auditor’s tests of selected reinsur
ance contracts, transactions and restated balances and on internal accounting
controls and related auditing considerations for reinsurance transacted through
an intermediary or broker.
Comments are due by June 15 and should be directed to the auditing
standards division. Copies of the draft are available from the AICPA order
department (212/575-6426).

CPE Catalog
Distribution Set

Continuing the past distribution policy, the Institute will soon mail its 1982-1983
CPE Catalog to all practice units and to other individuals requesting a free copy —
not to all AICPA members. Those who had in the past requested the catalog
will automatically receive this year’s edition. Free copies may be obtained by
writing the Institute’s CPE marketing department.
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Guidance Proposed
on Rate-Regulated
Companies

The Financial Accounting Standards Board recently issued a proposed statement
for comment to provide guidance to public utilities and certain other rateregulated companies in preparing general-purpose financial statements. If adopted
as a final standard, the proposal entitled Accounting for the Effects of Regulation
of an Enterprise's Prices Based on its Costs would replace portions of 27
existing accounting pronouncements. However, according to board project
manager Paul LePage, it would not be a major change in accounting practice.
In general, the type of regulation covered by this proposal permits rates
(prices) to be set at levels intended to recover the estimated costs of providing
regulated services or products, including interest costs and a provision for
earnings on shareholders’ investments.
Comments on the draft are due by June 15. Up to five free copies may be
obtained until the comment due date from the FASB, Order Department, High
Ridge Park, Stamford, Conn. 06905.
In other board actions, the FASB has tentatively decided to issue a statement
on capitalization of interest cost in financial statements that include investments
accounted for by the equity method. The statement is expected to be similar
to the draft exposed for comment last September. The board also expects to issue
shortly an exposure draft on accounting and reporting requirements for an
enterprise that is party to a research and development arrangement whereby the
R&D is partly or fully funded by other parties. On both papers, the board’s
staff will submit drafts for approval.

AICPA Insurance
Trust Reaches
$10 Billion Mark

Life insurance in force under the CPA Plan and Group Insurance Plan increased
by almost $2 billion in 1981 bringing total coverage in force to more than
$10 billion. Only some five percent of the life insurance companies in the U.S.
have more volume in force according to leading industry publications.
The maximum amounts of life insurance available were increased in 1981 to
$200,000 under the CPA Plan (for individual CPAs) and to $100,000 in the
Group Insurance Plan (for public accounting firms). This was the fourth time
in the last decade that the maximum amounts of coverage were increased.
Invitations and descriptive literature concerning the CPA Plan were mailed
recently to AICPA members who are also members of one of the sponsoring
state societies (all, except Ohio). Any such member of the Institute who didn’t
receive the brochures or who desires additional information should write or call
the Plan Agent: Rollins Burdick Hunter Co., 605 Third Avenue, New York,
New York 10158 (Telephone 800/221-4722 — in New York, call collect
212/661-9000 extension series 318).

Upcoming AICPA
Conferences

A conference dealing with the complexities of incorporation entitled
Incorporating the Law or CPA Firm will be held May 27-28 at the Roosevelt
Hotel in New York City. Sponsored jointly by the AICPA and the ALI-ABA, the
conference will focus on areas such as individual and firm incorporation, multi
state practice, qualified deferred compensation plans and fringe benefits. For
further information, contact Roseanne Beni at the AICPA (212/575-5476).
Registration is still open for a full-day program on conducting peer reviews
to be presented twice — on April 28 in San Francisco, following the PCPS Con
ference, and on April 30 in Washington, D.C. Presented by the Institute’s CPE
division, in cooperation with the division for CPA firms, the course is geared to
enable participants to plan, perform, document and report on peer reviews.
Cost of attending each course is $100. For information, contact the Institute’s
CPE marketing department (212/575-3848).
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ANNUAL REPORT OF JOINT ETHICS ENFORCEMENT PROGRAM ACTIVITY
As of December 31,1981
In line with the Institute's policy of reporting on disciplinary matters, the AICPA’s professional
ethics division has updated its statistics on the disposition of ethics investigations processed under
the AICPA’s Joint Ethics Enforcement Plan (JEEP) and the ethics enforcement committees of
36 participating state CPA societies. The statistics below cover cases, not the number of respond
ents in a case. All the cases referred to the Joint Trial Board may not have been heard.
ETHICS COMMITTEE ACTIVITIES
Investigations open at start of period
Investigations opened during period

TOTALS*
506
531
1037

Total Investigations
Administrative Reprimands issued
Constructive Comment letters issued
No Violation findings
Prima Facie cases in preparation for
submission to Joint Trial Board Division
Cases Referred to Joint Trial Board Division
as of December 31, 1981:
Prima Facie cases for Trial Board Hearings
For action under automatic provisions of bylaws
Total Disposition o f Case Investigations
Remaining Investigations
Investigations at December 31, 1981, held
pending outcome of litigation
Cases under investigation at December 31, 1981:
State Societies Ethics Committees
AICPA Ethics Division
Total Remaining Investigations
Total Investigations
JOINT TRIAL BOARD DIVISION ACTIVITIES
Members Expelled under automatic provision of bylaws
Members Suspended under automatic provision of bylaws
Member Resignation accepted by Board of Directors
Trial Board Hearings:
Members Admonished
Members Suspended
Members Expelled
Not Guilty

36
76
273
2
16
20
423
133
292
189
614
1037

11
8
1

4
2
3
2

Cases scheduled but not heard as of December 31, 1981
Cases withdrawn by ethics charging authority
Cases being appealed
Total Joint Trial Board Division Cases

3
1
1
__ 16
36

*Total figures are not comparable from period to period because of differences in the number and identity of the
state societies reporting in any given year.
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AICPA Member
Admonished;
Another is
Suspended

At a meeting of a hearing panel of Regional Trial Board VIII on December 16,
1981, E. Perry Waldrep of Carrollton, Georgia, was found guilty of committing
acts discreditable to the profession and with violating the technical standards
rules of the Georgia Society of CPAs and the AICPA in connection with
audits of low rent housing programs of various public housing authorities.
The hearing panel admonished Mr. Waldrep for failing to adhere to the
profession’s standards and directed that his practice undergo a quality review by
September 30, 1982. The panel also directed the respondent to complete CPE
courses in report writing, work paper preparation and auditing as selected
by the panel chairman, by December 3 1 , 1982. If any of the panel’s requirements
are not timely met, the respondent’s membership in the Georgia Society of
CPAs and AICPA are to be suspended beginning January 1 , 1983 for the lesser
of two years or until such time as the panel’s requirements are met.
Mr. Waldrep, who was present with counsel at the hearing, did not request
a review of the decision, and it therefore became effective on January 1 5 , 1982.
On December 17, 1981, a hearing panel of Regional Trial Board III voted to
suspend the membership of Darrel L. Nielson of Salt Lake City, Utah, until
December 31, 1983 for violating the Institute’s Rule 202 — Auditing Standards in
an examination and report on the financial statements of a client. In addition,
the member was directed to complete 60 hours of CPE courses during each year
of the suspension and to submit his practice to a quality review by September
30, 1982. If any of the requirements are not met, the panel decided that the
member should be expelled from membership in the AICPA.
Mr. Nielson, who was present with counsel at the hearing, did not request
a review of the decision and, therefore, it became effective on January 16, 1982.

NOTICE OF AICPA PUBLIC MEETINGS
Auditing Standards
The auditing standards board will hold an open meeting at the Royal Orleans Hotel in New Orleans
on April 20-22. The agenda has not yet been determined and will be reported by the telephone
service.
The next scheduled meetings of the board are June 1-3 and July 13-15 in New York City.
Quality Control Standards
An open meeting of the quality control standards committee will be held on April 21 at the
Madison Hotel in Washington, D.C. starting at 9:00 a.m. The tentative agenda is as follows:
□ Proposed Interpretation on Documentation of Compliance With A System of Quality Control.
(Consider draft for publication.)
□ Present Guidance Material Relating to Quality Control Policies and Procedures. (Report
of task force.)
The next scheduled meeting of the committee is on July 27 in New York City.
Professional Ethics
The professional ethics executive committee will hold an open meeting on April 22 starting at
9:00 a.m. in the Registry, Scottsdale, Arizona. It will consider a status report on the ethics division’s
program to review CPA-prepared audit reports and related financial statements of federal
government grant programs.
The next scheduled committee meeting is in Boston on June 29-30.
Changes from these notices will be reported by the meetings telephone information service.
The number is 212/575-5694.
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Washington Briefs

Bill Offered to Boost Tax Collections - As part of a broad revenue package,
Senate Finance Committee Chairman Robert Dole (R-Kan.) recently introduced a
measure geared to boost tax revenues through stronger enforcement pro
cedures and tougher income reporting. Specifically, the proposal includes higher
penalties for underpayment of taxes and requires more information from
brokerage firms on dividends, interest and capital gains. Brokerage firms would
be compelled to report all customers’ profits from securities transactions under
the proposal.
AICPA Chairman Named to Federal Panel —President Reagan has named AICPA
Board Chairman George D. Anderson to a special panel to examine federal
spending. The group, to be known as the President’s private sector survey on
efficiency and cost control, will study government spending and report to the
President by midsummer on ways to cut government operating costs.
Tax Status o f Penalty on Early Withdrawal —The IRS, in Rev. Rul. 82-27, has
said that penalties for the early withdrawal of deposits from a time savings
account may be deducted in arriving at adjusted gross income, even if the penalty
exceeds the amount of interest earned on such deposit. In the past, the penalty
for early withdrawal of time deposits couldn’t exceed the interest earned.
Obtaining Full ERTA Benefits — The IRS, in IR 82-28, has issued guidelines for
amending existing retirement plans to take full advantage of the benefits provided
under the Economic Recovery Tax Act of 1981. The benefits cited include
increasing dollar amounts and removing percentage of compensation limits for
individual retirements accounts and increasing amounts for self-employed
plans, Keogh plans and Subchapter S plans to $15,000.
Bill Reintroduced on Independent Contractors —Representative Richard Gephardt
(D-Mo.) recently reintroduced a bill (HR 5729) to establish a five-part test for
determining whether an individual is an independent contractor for tax purposes.
The test includes control of the number of hours worked and their relevant
scheduling; substantial income fluctuations because pay is related to sales or
investment of a substantial amount in assets used in connection with performing
the service; service under a written contract providing that the individual will
not be treated as an employee for tax purposes; renting of place of business;
and the organization for whom services are performed files all required data.
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Changes in
Accounting
Standards for
Private Companies
Proposed

The technical issues committee of the private companies practice section of
the AICPA’s division for CPA firms has issued a report which recommends
11 specific changes in the accounting standards applicable to private companies.
Sunset Review o f Accounting Principles, the result of a two-year project,
identifies significant measurement and disclosure requirements that the com
mittee considers are not relevant to private companies’ financial statements or do
not have sufficient benefits to justify their costs.
In commenting on the project TIC Chairman Sandra A. Suran said that while
complaints about the proliferation of GAAP have been heard for years, “what
has been needed is a specific summary of the accounting requirements that are
causing most of the problems for private companies. Our report fills that need.”
Five of the recommendations affect GAAP’s measurement requirements in
the areas of deferred income taxes, leases, capitalization of interest, imputed
interest and compensated absences. The remaining six deal with disclosure
requirements for business combinations, troubled debt restructurings, research
and development costs, discontinued operations, tax benefit of operating loss
carryforward and investment tax credit.
The report is being sent to the AICPA’s special committee on accounting
standards overload, which issued a discussion paper last December, and to all
members of private companies practice section. Additional copies are available
from the section at no cost (212/575-6446).
The recommendations will be among the issues to be discussed by members
of the technical issues committee at the PCPS conference to be held on
April 25-27 at the Hyatt Regency Hotel in San Francisco.

ASB Exposes Draft
of “Omnibus”
Statement

The Institute’s auditing standards board recently issued an exposure draft of a
proposed statement on auditing standards entitled Omnibus Statement on
Auditing Standards. The draft outlines nine amendments to existing statements
which, according to the board, would make the SASs more cost-effective and
more responsive to the differences an auditor may encounter in the audit of
financial statements of small businesses. Key proposals include the following:
□ A delay for one year of the date on which examination procedures applied to
an entity’s financial statements are required to conform with the provisions
of SAS no. 39, Audit Sampling.
□ Elimination of the auditor’s need to qualify a report on a company when there
is a change in the terms used to express changes in financial position under
provisions of SAS no. 1, Codification o f Auditing Standards and Procedures.
□ Clarification that the auditor need not document his understanding of the
internal control system if he doesn’t plan to rely on the system.
Comments on the draft are due by May 21, and should be directed to the
Institute’s auditing standards division. Copies of the draft are available from the
AICPA order department (212/575-6426).
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Two AICPA
Members Expelled;
One Suspended

On December 1 5 , 1981, a hearing panel of the Joint Trial Board Division’s
Regional Trial Board IX voted to expel Joseph C. Townsend of Fort Lauderdale,
Florida, from membership in the Florida Institute of CPAs and the AICPA for
failing to cooperate with the ethics committee of the Florida Institute of CPAs in
its investigation of his conduct in connection with the preparation and filing
of a client’s federal income tax return. The panel decided, however, to stay the
expulsion until October 3 1 , 1982, and if the respondent completes CPE courses as
determined by the panel chairman in practice management and professional
ethics by that date, the expulsion would be reduced to an admonishment.
Mr. Townsend, who was present at the hearing, did not request a review of
the decision and it therefore became effective on January 14, 1982.
On December 1 8 , 1981, two members were found guilty by a panel of Regional
Trial Board V which held two separate hearings in San Antonio, Texas, to
consider disciplinary charges against them.
□ Fred A. Stein of Fort Worth, Texas, was found guilty of violating the Insti
tute’s bylaws and was expelled from membership in the AICPA for failing to
cooperate with the Institute’s professional ethics division in its disciplinary
investigation of him. Mr. Stein, who was not present at the hearing but
was provided with a transcript, did not request a review of the decision which
therefore became effective on January 17, 1982.
□ B. F. Rippy of San Antonio, Texas, was found guilty of violating the Institute’s
Rules of Conduct and was suspended from membership in the AICPA for
six months for knowingly misrepresenting facts on the books of a company
during his tenure as controller of the company. Mr. Rippy, who was present at
the hearing, did not request a review of the decision which became effective
on January 17, 1982. The period of suspension therefore, which begins
on the effective date of the decision, will end on July 17, 1982.

Recent AICPA
Publications

Codification o f Statements on Auditing Standards Nos. 1-39 —This volume
codifies all statements on auditing standards in effect as of January 1, 1982.
Auditing interpretations and other reference materials are also included.
Price is $10; $8 to members.
Statements o f Position of the Accounting Standards Division as o f January 1,
1982 —This practical reference includes statements of position in effect as of
that date. Price is $7.50; $6 to members.
Copies of these publications may be obtained from the AICPA order department
(212/575-6426). The 2-volume package (SASs and SOPs) is $13.50; $10.80 to
members.
The latest in the mini-video series called Video Capsule offered by the Institute’s
CPE division is an explanation of SFAS no. 52 on foreign currency translation.
The series is designed to keep practitioners current on the provisions and
practical applications of key pronouncements of the AICPA and the Financial
Accounting Standards Board. The programs consist of a color videotape,
a session leader’s guide, a study outline and review materials. For further infor
mation, contact the Institute’s CPE marketing division (212/575-6230).
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Special Supplement, the CPA Letter, April 1 2 , 1982

REPORT OF THE NOMINATIONS COMMITTEE
To: Members of the American Institute
of Certified Public Accountants
Pursuant to Article VI, Section 6.1.6. and 3.3 of the bylaws, the following report of the Nominations Committee
is submitted.
Donald J. Schneeman, Secretary
New York, N.Y., March 5, 1982
The Nominations Committee hereby nominates the following Officers, Members of the Board of Directors,
Members of Council-at-Large, elected members of Council and the National Review Board.
For Officers:

(To serve from the 1982 Annual Meeting to the 1983 Annual Meeting or until their successors shall be elected.)
Chairman of the Board:

Rholan E. Larson, Minnesota
Vice Chairman of the Board:

Bernard Z. Lee, Texas
Vice Presidents:

Thomas L. Holton, New York

Sybil C. Mobley, Florida

Willis A. Smith, New Jersey

W. Ian A. McConnachie, Washington

Thomas C. Pryor, New York

LeRoy E. Martin, Minnesota
Mahlon Rubin, Missouri

Sandra A. Suran, Oregon
John A. Thompson, New York

Treasurer:

William B. Keast, New York
For Members of the Board of Directors:

(Three years)
Gerald W. Hepp, Michigan
Glenn Ingram, Jr., Illinois
For Council Members-at-Large:

(Three years)
Dennis R. Beresford, Ohio
Paula H. J. Cholmondeley, New Jersey
James J. Leisenring, Michigan

(One year — to fill vacancies created by nomination of Thomas L. Holton and Willis A. Smith as Vice Presidents):
Todd S. Lundy, Illinois
Richard A. Nest, New York
For Elected Members of Council:

(Unless otherwise noted, nominees will serve a three-year term commencing in the fall of 1982. Shorter terms were agreed
to at the request of the affected State CPA Societies to provide more orderly rotation of delegates from those states.)
Alaska—Ida M. McMahon
Arkansas—Russell M. Brown
California—Al A. Finci
Thomas W. Rimerman
Robert A. Satin
Colorado—Robert C. Bennett
Connecticut—Joseph P. Germain, Jr.
(Term ending in 1983)
Benjamin E. Cohen
Florida—Richard E. Arnold
(Term ending in 1984)
John P. Thomas
(Term ending in 1984)
Russell S. Bogue, Jr.
Patrick J. Knipe
Georgia—Philip H. Dohn, Jr.
(Term ending in 1984)
Lamar W. Davis
Guam—Todd S. Smith
Hawaii—Alfred C. K. Chee
Illinois—John E. Ahern
Eileen T. Corcoran
Selwin E. Price

Indiana—Gerald R. Mauch
Maine—Joseph A. Lovejoy
Maryland—Larry S. Kamanitz
Massachusetts—D. Harold Sullivan
Michigan—Ralph F. Bonanata
Dominic V. Palazzo
Minnesota—David H. Abramson
Missouri—Emil E. Fleck, Jr.
Montana—Ellen Feaver
Nebraska—Gary D. Wieck
Nevada—Revelle B. Taylor
New Hampshire—Andre L. Dery
New Jersey—William H. Shine
New Mexico—Sanford Rogoff
New York—David A. Berenson
Robert L. Israeloff
Stuart Kessler
Lee J. Seidler
Edward A. Weinstein
North Dakota—Darold D. Rath
Ohio—William B. La Place
Eugene R. Wos
Oklahoma—Roy G. Brown

Oregon—Robert M. Benjamin
Pennsylvania—George E. Marucci
J. Donald Schwab
South Carolina—Barry E. McLaurin, Jr.
South Dakota—Daniel R. Hylland
Tennessee—Robert C. Brannon
Texas—Robert Donald Clyde
Ross McElreath
W. E. McReynolds
Carroll W. Phillips
Vermont—E. Leslie Hoy
Virginia—Carl E. Jonson
(Term ending in 1984)
Victor F. Foti
Virgin Islands—Charles W. Nielsen
Washington—William E. Tremper
West Virginia—William W. Gleason
Wisconsin—Richard G. Gibson
Wyoming—Walter L. Throgmorton

- 4 For Members of the National Review Board:

(Three years)
Ben W. Brannon, Georgia
William S. Carter, Pennsylvania

Robert A. Liberty, Washington

Miles H. Locketz, Minnesota

The Committee will nominate the above officers, Members of the Board of Directors, Members of Council-at-Large
and National Review Board members at the Council Meeting on Saturday, October 2, 1982 in Portland, Oregon.
No nominations from the floor will be recognized. However, independent nominations may be made by any
twenty members of Council if filed with the Secretary at least four months prior to the Annual Meeting of the
Institute which is to be held in Portland on October 3, 1982.
Pursuant to the bylaws, balloting for directly elected Council members by members in any state where vacancies
shall arise will occur only if a contest for one or more seats develops as a result of submission of independent
nominations to the Secretary by any twenty Institute members in the state at least four months prior to October
2, 1982. In the absence of any contest, all Council nominations will be declared elected by the Secretary and
will assume office as Members at the Council Meeting on October 2, 1982.
Respectfully submitted:
Nominations Committee
William S. Kanaga, New York, Chairman
Oscar Chavez, California
Ernest H. Davenport, District of Columbia
Joseph B. Dresselhaus, Nebraska
Mary F. Hall, Ohio
Jack V. Hoffman, California
Francis A. Humphries, South Carolina
Thomas G. Jordan, Michigan
Harry R. Mancher, New York
James W. Thokey, Louisiana
Donald P. Zima, Georgia

NOTICE OF AICPA PUBLIC MEETINGS
Accounting Standards
The accounting standards executive committee will hold an open meeting in the AICPA boardroom,
New York, on April 28-30 starting at 8:30 a.m. each day. The agenda will be reported by the meetings
telephone information service.
The next scheduled meeting of the committee is on June 9-11 in Chicago.
Federal Taxation
An open meeting of the federal taxation executive committee will be held at the Fairmont Hotel in
New Orleans on May 2 and 5 from 9:00 a.m. to 5:00 p.m. each day. The agenda follows:
May 2 - a.m.
□ Division Activities. (Discussion of point outline.)
□ Meeting with IRS Commissioner on National Office Reorganization and other Matters. (Discussion
of report.)
□ AICPA Small Business Activities. (Report of subcommittee.)
May 2 - p.m.
□ President’s Commission on Pension Policy. (Consider draft response to report for publication.)
□ Expansion of Membership in Federal Tax Division. (Discuss outline proposal.)
May 5 - a.m.
□ Problems of Underreported Income. (Consider task force report for publication.)
□ Expansion of Federal Tax Division Membership. (Discussion continued.)
□ Inquiry Regarding Assertive Tax Planning Positions. (Report of task force on response.)
May 5 - p.m.
□ Task Force and Subcommittee Reports. (Discussion.)
The next scheduled meeting is July 19-20 in Washington, D.C.
Changes from these notices will be reported by the meetings telephone information service.
The number is 212/575-5694.
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Draft on Dollar
Repurchase
Agreements
Exposed

An exposure draft of a proposed statement of position entitled Accounting for
Dollar Repurchase-Dollar Reverse Repurchase Agreements by Sellers-Borrowers
was recently exposed. Prepared by the Institute’s committee on savings and
loan associations, the draft provides guidance on accounting for sales and pur
chases of or borrowing of funds through Government National Mortgage
Association (GNMA) pass-through certificates and Federal Home Loan Mortgage
Corporation (FHLMC) participation certificates under fixed coupon and yield
maintenance dollar agreements.
The draft also describes the accounting for rollovers and extensions of
original agreements and the repurchase of a principal amount different from the
principal amount of the original agreement.
Comments are due by July 15, and should be directed to Craig Mason in the
AICPA’s Washington office. Copies of the draft may be obtained free from
the AICPA order department (212/575-6426).

FASB Issues
Statement on
Related Parties
& Two Papers

The Financial Accounting Standards Board recently issued a statement estab
lishing requirements for related party transactions. The requirements of SFAS
no. 57, Related Party Disclosures, are generally consistent with those in SAS
no. 6, Related Party Transactions, issued by the AICPA. The statement requires
disclosure of material related party transactions, other than compensation
arrangements, expense allowances and other similar items in the ordinary course
of business.
The statement is effective for financial statements for fiscal years ending
after June 15, 1982, with earlier application encouraged.
In other matters, the FASB has issued the following:
□ A research report, Financial Reporting and Changing Prices: A Review o f
Empirical Research, reviews research on the uses and perceptions of current
cost and constant dollar information, both of which are required by SFAS
no. 33, Financial Reporting and Changing Prices.
□ FASB Technical Bulletin 82-2, Accounting for the Conversion o f Stock
Options into Incentive Stock Options as a Result o f the Economic Recovery
Tax Act of 1981, deals with the accounting implications for enterprises in
these circumstances.
Contact the FASB, Order Department, High Ridge Park, Stamford, Conn.
06905.

Draft on MAS
Engagements and
Consultations
Exposed

The Institute’s management advisory services division recently exposed for
comment drafts of the proposed second and third statements on standards for
MAS. Issued as one draft entitled MAS Engagements and MAS Consultations, the
proposed statements, if adopted, would be binding under the AICPA Rules of
Conduct and would complete a trio of fundamental pronouncements that the
MAS executive committee has agreed would replace some fifty pages of earlier,
nonbinding MAS material in volume 1 of AICPA Professional Standards.
The proposed statement on MAS engagements provides guidance on the
application of certain of the standards set forth in SSMAS no. 1, Definitions and
Standards for MAS Practice. In particular, it deals with professional compe
tence, planning and supervision, sufficient relevant data, the role of the practi
tioner, the understanding with the client, client benefit and communication
of results.
Comments on the drafts are due by July 15 and should be directed to the
Institute’s MAS division. Copies of the drafts may be obtained from the AICPA
order department (212/575-6426).

- 6 -

Washington Briefs

Simplified Lifo Rules for Small Business — The IRS, in T.D. 7814, has issued
final regulations that will encourage small businesses to use the dollar-value Lifo
method of inventory accounting. The new rules, effective for taxable years
beginning after December 3 1 , 1981, allow an eligible small business —one with
no more than $2 million average annual receipts over the last three years — to
use 100 percent of the percentage change in the applicable Consumer Price
Index or Producer Price Index in valuing an inventory pool. All other taxpayers
will be limited to 80 percent of the index amount if they adopt this approach.
Questions Arising on Sick Pay Benefits —In order to answer numerous questions
on the law passed late last year on payments of sick pay made to an employee
under a plan providing for sickness and accident benefits, the IRS, in Rev.
Proc. 82-20, provides guidance in a question and answer form. The law (HR 4331)
subjects the first six months of sick pay, including payments to third parties,
to social security taxes as of January 1, 1982.
Hearings to be Held on Shelf Registration — The SEC announced recently that it
will hold public hearings on its temporary “shelf” registration rule on
June 28. The new shelf registration rule, known as Rule 415, would allow a
company to file a single registration statement with the SEC announcing its plan
for issuing securities on a two-year basis, and then immediately move to sell
securities when the company feels market conditions are right.
Administration Support for Tax Compliance Bill — “Without question, the single
most effective and fairest means of closing the tax gap and insuring high levels
of compliance is withholding at source.” So said IRS Commissioner Roscoe
Egger, testifying on the proposed Taxpayer Compliance Improvement Act of
1982 (S. 2198). The bill is aimed at increasing revenues by collecting taxes from
those who either fail to report or underreport income taxes. The bill, among
other things, would require information reporting from payors of capital gains in
commodities and securities transactions, interest on Treasury bills and on
corporate bearer bonds. The penalty and interest system on understatements of
taxes would also be revised.
Liberalized Spousal IRAs —A bill (S. 2161) introduced by Senator Charles
Grassley (R-Iowa) would permit working spouses to contribute up to $2,000 to
individual retirement accounts (IRAs) set up for the benefit of their non working
spouses. Current law permits a working and non working spouse filing a joint
return to contribute up to a total of $2,250 to an IRA.
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FASB Exposes
Drafts on Leases;
Oil and Gas

As expected (see December 28, 1981 Letter), the Financial Accounting Standards
Board has issued a revised exposure draft on accounting and reporting of tax
lease transactions that are solely the sale or purchase of tax benefits. The
previous exposure draft was issued last October.
Under the new proposal, a company selling tax benefits would include the
proceeds from the sale in its income for the period of sale and provide for
deferred income taxes on those proceeds. The company that buys the tax benefits
would report interest income on its investment in tax benefits until there are
sufficient tax savings to recover the investment. Subsequently, the buyer would
amortize the difference between the purchase price plus interest and the
tax savings over the remainder of the taxes.
Comments on the draft, Accounting for the Sale or Purchase o f Tax Benefits
Through Tax Leases, are due by July 13. The proposal deals with accounting
for both buyers and sellers of tax benefits through tax leasing deals. These
benefits, part of the Economic Recovery Tax Act of 1981, are now under Con
gressional review and could be either severely restricted or repealed shortly.
In another matter, the board recently exposed a proposed statement entitled
Disclosures about Oil and Gas Producing Activities, which would amend
both SFAS nos. 19 and 25. The proposal would maintain the provisions of SFAS
no. 25 that require all enterprises engaged in oil and gas producing activities
to disclose in their financial statements the method of accounting for costs
incurred in those activities and the manner of disposing of capitalized costs
related to those activities. Comments on the draft are due by July 15.
Up to five free copies of these proposals may be obtained until the respective
comment period dates from the FASB, Order Department, High Ridge Park,
Stamford, Conn. 06905.

Board of Examiners
to Survey Members

As part of its practice analysis project a task force of the AICPA’s board of
examiners is about to survey a random statistical sample of AICPA members.
The board of directors authorized completion of this project at its February
meeting. Its purposes are to identify the major work activities performed by CPAs
in public practice and the knowledge, skills and abilities required to competently
complete those work activities.
It is expected that the results of this anonymous questionnaire will be
useful for
□ continuing validation of the Uniform CPA Examination,
□ assuring relevance of continuing professional education to practice,
□ designing accounting courses.
Those members who receive a copy of the questionnaire, which will be
mailed in mid May, are urged to participate in this project and to return the com
pleted form within the specified time. The board of examiners expects to
publish the survey results in due course.
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AICPA
Conferences Set

Estate Planning —The fifth annual AICPA Estate Planning Conference is slated
for July 18-23 at the Hyatt Regency San Francisco. Aimed at practitioners
experienced in estate planning, the conference will focus on current estate
planning opportunities and techniques, particularly in light of the provisions
of the Economic Recovery Tax Act of 1981.
Registration is $450 before June 1; $475 after that date.
National Tax Education —The 1982 AICPA National Tax Education Program will
be held June 20-July 24 at the University of Illinois campus in Urbana. Divided
into four weeks, the program offers comprehensive instruction in various
aspects of federal taxation and is designed for particular levels of basic and
intermediate tax training.
□ Basic Level I — June 20-26 - deals with tax research, responsibilities in tax
practice, practice before the IRS, and special problems in individual
income tax returns.
□ Basic Level II — June 27-July 3 — deals primarily with corporate taxation and
income taxation of property transactions.
□ Intermediate Level III —July 11-17 —deals with estate and gift taxes, taxation
of estates and trusts, employer-employee relations, and closely held
corporations.
□ Intermediate Level IV —July 18-24 — deals with partnerships, consolidated
tax returns and Subchapter C.
Tuition is $740 for one week; $1,380 for two weeks.
Growing Business — The Institute, in cooperation with Southern Methodist
University’s Caruth Institute of Owner-Managed Business, has scheduled
a program entitled “Advising and Serving the Growing Business” in August at the
University’s campus in Dallas. The program (in 2 units) is designed to help
improve participants’ general business advisory skills by relating managerial
concepts and controls to growing, owner-managed businesses. Unit I will run
August 9-13 and Unit II, which is open only to those completing Unit I, will be
held August 16-20.
For further information on these conferences, contact the Institute’s CPE
marketing department (212/575-5697).

Accountant
Positions Open
at SEC

The SEC is seeking applicants for staff accountant positions at the GS-11
($23,566), GS-12 ($28,245) and GS-13 ($33,586) levels. Duties include reviewing
Form 10-K and registration statement filings to determine if the statements
are in accordance with generally accepted accounting principles and that appro
priate disclosures are included.
The positions require at least three years of professional accounting
experience, the majority with a public accounting firm or a publicly held
company, with emphasis on corporate reporting practices.
For further information, including application forms, contact Ms. Patterson;
Office of Personnel, SEC, 500 N. Capitol St., N.W., Washington, D.C. 20549,
(telephone 202/272-2512) by May 14.
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Tax Penalty
Prospect to
Change Client
Relationship

A new penalty for substantial underpayment of tax arising from items not
disclosed on the taxpayer’s return will be imposed if the Taxpayer Compliance
Improvement Act of 1982 (S. 2198) is not modified. The bill (see April 12 Letter)
is aimed at increasing revenues by collecting taxes from those who either
fail to report or underreport income taxes.
Under the provision, the penalty would apply where the underpayment
exceeds the greater of 10 percent of the amount of tax required to be shown on
the return, or $5,000 for individuals. For corporations, the amount would be
the greater of $10,000 or 10 percent of the tax required to be shown.
“The taxpayer who goes to a conscientious practitioner will face the problem
that his proponent now becomes the agent of the IRS in terms of ferreting out
those positions as to which there may be a necessary disclosure,” said William
Raby, chairman of the Institute’s federal taxation executive committee.
The Senate Finance Subcommittee on Oversight of the IRS held a hearing
on the bill last month at which the Treasury Department testified in favor.
The bill is now slated to be marked up shortly.

Recent IASC
Actions

At its March meeting the board of the International Accounting Standards
□ Agreed to publish a statement on accounting for leases.
□ Agreed to publish a document, The International Accounting Standards
Committee —Objectives and Procedures, to replace the document, The Work

and Purpose o f the International Accounting Standards Committee.
□ Agreed to publish a revision of the Preface to Statements o f International
Accounting Standards Committee.
POB Changes
Annual Report
Date

Beginning this year the Public Oversight Board of the AICPA’s SEC practice
section will issue its annual report as of June 30 rather than as of March 31.
According to Louis W. Matusiak, executive director, the later date will permit
more complete reporting of the section’s peer reviews. Many of the reports
on 1981 peer reviews had not been processed by the section’s peer review com
mittee as of March 31, he said. Also, the March date is no longer significant
since the SEC has discontinued issuing a special report to Congress each July 1
on the accounting profession.
The primary responsibilities of the POB are to monitor the performance of
the SEC section’s peer review, special investigations and executive committees
and to recommend improvements in the section’s operation.

NOTICE OF AICPA PUBLIC MEETING
AICPA Council — The council of the AICPA will hold an open meeting at the Doral Country Club
and Hotel in Miami, Florida, on May 10 and 11 starting at 8:00 a.m. on the 10th and terminating
at 1:00 p.m. on both days. Among the agenda items are the following:
□ A proposed membership dues increase.
□ A proposal to revoke the council resolution authorizing the practice review committee.
□ A proposal to modify the rule on advertising and solicitation to prohibit unscrupulous
solicitation practices.
□ Subject to approval of the board of directors, a policy statement relating to written motions
at meetings of council and the Institute.
Changes from this notice will be reported by the meetings telephone information service.
The number is 212/575-5694.
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Washington Briefs

IRS Denied Access to Tax Papers —A federal appeals court has denied the IRS
access to the tax accrual work papers of Amerada-Hess Corporation’s inde
pendent auditors, Arthur Young & Company. The court noted that Amerada was
required by law to file audited financial statements with the SEC and said
that this material, developed in the audit but not needed in preparing the tax
return, “if revealed to the IRS could seriously prejudice the taxpayer in
negotiations with it.” Also, the auditor would be inhibited from conducting a
GAAS audit under the securities law. Similar protection was not given to audit
work papers, however.
Disclosures for Small Companies Eased — The SEC, at an open meeting on
April 15, adopted a rule exempting companies with less than 500 shareholders
and less than $3 million in total assets from filing periodic and annual financial
statements. Formerly, the asset test for exemption was $1 million and over
500 shareholders. The new rule affects some 500 small companies.
Treasury’s Director o f Practice May Report to IRS The Treasury Department’s
director of practice, who for more than a decade has reported to the general
counsel, may soon be reporting to the IRS commissioner if a recent Treasury
proposal is adopted.
—

Tax Preparers Must Sign Returns — In a recent Letter Ruling, the IRS held
that tax return preparers must sign tax returns —not merely initial them. The
IRS held that initials don’t constitute a signature and thus fail to satisfy the
requirement that an income tax preparer sign the return.
Subchapter S Revision Bill Introduced —Legislation has been introduced in both
houses that would significantly alter the framework and use of Subchapter S
corporations. The bipartisan proposal would greatly expand the scope of
Subchapter S by allowing such corporations to receive passive income, except
for corporations with accumulated earnings and profits, and would increase
the permitted shareholders from 25 to 35.
Proposal Writing Book Available — “From Auditing to Editing,” a Government
Accounting Office publication, is geared to aid practitioners write understandable
reports and proposals. It is available for $1.50 each from the U.S. Government
Printing Office, Washington, D.C. 20402, or from a local GPO bookstore
(Stock number 020-000-00122-4).
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FASB Issues
Statements on
Interest Costs &
State Pensions. . .

The Financial Accounting Standards Board recently issued the following:
□ SFAS no. 58, Capitalization o f Interest Cost in Financial Statements That
Include Investments Accounted for by the Equity Method, amends SFAS
no. 34, Capitalization o f Interest Cost, to
□ Limit capitalization of consolidated interest cost to qualifying assets of the
parent company and consolidated subsidiaries.
□ Include investments, including equity, loans and advances, accounted
for by the equity method as qualifying assets of the investor during
the investee’s development stage.
The statement doesn’t affect the accounting for and reporting of capitalized
interest cost in the separate statements of investees.
□ SFAS no. 59, Deferral o f the Effective Date o f Certain Accounting Require
ments for Pension Plans o f State and Local Governmental Units, defers the
effective date of SFAS no. 35, Accounting and Reporting by Defined Benefit
Pension Plans, for plans sponsored by state and local governments to
fiscal years beginning after June 1 5 , 1982. The statement remains in effect
for privately sponsored pension plans. In issuing the statement, the FASB
concludes that mutual deferral of SFAS no. 35 and the National Council
of Governmental Accounting Interpretation 4 on public employee retirement
systems and pension trust funds (see March 8 Letter) “would eliminate
potential conflict between the two standards” while efforts are under way to
establish a governmental accounting standards board.
On another FASB matter, the board has issued a research report sum
marizing and interpreting various studies on the uses of accounting information.
The report, Usefulness to Investors and Creditors o f Information Provided by
Financial Reporting: A Review o f Empirical Accounting Research, was prin
cipally authored by Paul A. Griffin of the University of California at Davis.
For information on these publications, contact the FASB, Order Department,
High Ridge Park, Stamford, Conn. 06905.

. . . And Exposes
Draft on R&D
Arrangements

When a company’s research and development activities are funded by other
parties, such as partnerships or joint ventures, the nature of the obligation
incurred by the company would determine whether those activities would be
accounted for as a liability or as a contract. So says the FASB in a recently
exposed proposal entitled Research and Development Arrangements.
The board notes that companies have differed in accounting for obligations
incurred when a company’s R&D activities are funded by other companies.
Some companies have accounted for these activities as a liability while others
have favored contract accounting. Each of these positions is appropriate in
certain situations and neither is applicable to all R&D arrangements, says FASB
Practice Fellow Mark H. Weston. “The critical factor in determining if the
company has a borrowing is whether the company will repay any of the funds
provided to it if the R&D project is unsuccessful,” he adds.
Comments on the draft are due by July 27. Up to five free copies of the draft
may be obtained from the FASB until the comment period date.
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First Group of
College Accounting
Programs
Accredited

After a two-year review the American Assembly of Collegiate Schools of
Business has accredited the accounting programs at 18 colleges. Previously, the
Assembly had accredited only programs in business administration.
Three types of programs received formal accreditation: (A) bachelor degrees
and (B) master of business administration programs with a concentration in
accounting, and (C) master of accounting degrees which include 150 semesterhour integrated programs.
The accounting accreditation standards were adopted in 1980 and include
requirements that specified portions of the faculty must be appropriately qualified
as to professional certification and experience, and academic credentials.
The accreditation of accounting programs is a joint effort of the AACSB
and the accounting profession. Included on the accreditation committee are
representatives of the AICPA, American Accounting Association, National
Association of Accountants and the Financial Executives Institute. The com
mittee, which has reviewed 33 schools, expects that additional programs will
qualify each year following the two-year process of review and visitation.
The colleges and types of accreditation are as follows: University of Alabama
(A & C), University of Alabama in Birmingham (A), University of Chicago (B),
Cleveland State University (A & C), Creighton University (A), University of
Florida (A, B & C), University of Illinois at Urbana-Champaign (A & C), Louisiana
Tech University (A, B & C), University of Miami (A & C), University of MissouriColumbia (A & C).
Also, Pacific Lutheran University (A), The Pennsylvania State University
(A, B & C), San Diego State University (A & C), University of Southern
Mississippi (A), University of Tennessee (A, B & C), Texas A&M University
(A & C), Texas Tech University (A & C) and University of Virginia (A & C).

Study Group
Formed on
Professional
Accounting
Education

Last fall, the Institute’s board of directors agreed to designate representatives to
an independent study group to study the benefits of the 150-hour educational
program and to develop a strategy for its incorporation into state accountancy
laws. Recently, such a group was named and is known as the Commission on
Professional Accounting Education.
Formed with the cooperation of the AICPA, the American Accounting
Association, the Federation of Schools of Accountancy and the National Asso
ciation of State Boards of Accountancy, the commission’s charge is “to gather
evidence and formulate strategy to aid in the transition from a baccalaureate to a
post-baccalaureate education requirement for entry into the public accounting
profession.” The nine-member commission, headed by Wayne J. Albers, a retired
partner of Ernst & Whinney, expects to issue its report early next year.

AICPA Awards
Additional
Doctoral Awards

Two doctoral candidates have received grants-in-aid in connection with their
dissertations in accounting, making a total of five grants amounting to $36,600 for
the 1981-82 academic year. The recipients are
□ Dana Smith Morgan, University of Michigan at Ann Arbor, $5,400. Topic:
On the Relationship Between Market Risk Assessments and Accounting-Based
Risk Measures: A Study of Line-of-Business Disclosures.
□ Amar N. Sil, Columbia University, $7,200. Topic: Evaluation of Corporate
Pension Funds and Optimal Funding Policy for Firms.
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Auditing Standards
Board Meeting
Highlights

At its meeting on April 20-22 the auditing standards board took the following
actions:
□ Agreed to hold a public discussion in mid-June with certain users of auditor’s
reports on the benefits, if any, they believe they obtain from a “subject to”
qualification when financial statement disclosures about an uncertainty
are adequate. It also agreed to hold a special meeting on May 17 to continue
discussion of a draft of a proposed SAS that would provide guidance on
evaluating the adequacy of disclosures of uncertainties and prohibit the use
of “subject to” opinions.
□ Agreed to ballot on a final statement on auditing standards, Condensed
Financial Statements and Selected Financial Data. It will differ from the
exposure draft by permitting a form of assurance similar to SAS no. 29,
on information accompanying basic financial statements, that the information
set forth in the condensed financial statements or selected data “is fairly
stated in all material respects in relation to” the consolidated statements.

November 1981
Sells Award Winners
Announced

For the November 1981 Uniform CPA Examination, 66,992 candidates completed
a total of 245,665 papers —both new records. Elijah Watt Sells Awards are
presented to those candidates who take all four sections of the examination at
one time and receive the highest grades.
The winner of the Sells Gold Medal for the highest total on the examination
was Candy Brower of Wakefield, Massachusetts. Presently employed as an
internal auditor at the Massachusetts Institute of Technology, Ms. Brower also
works for Cary and Johnson, CPAs, in Melrose, during tax season.
The Silver Medal, the second highest award, was won by Donald W. Blair of
Belleville, New Jersey. A graduate of the Wharton School of Business of the
University of Pennsylvania from which he has both B.S. and M.B.A. degrees,
Blair is presently with Deloitte Haskins & Sells in New York.
Also, Mary Jane Robertson of Atlanta, Georgia, was the winner of the Sells
Bronze Medal, given for the third highest grade total. A graduate of the University
of Toronto, she is currently in the computer audit assistance group at Coopers
& Lybrand in Atlanta.
In addition, 101 certificates with high distinction are being awarded.
The medals will be presented during the AICPA’s annual meeting in
Portland, Oregon, in October.

Recent Publications

Accounting Firms and Practitioners — 1981 —This updated volume lists alpha
betically, by city within state, individual practitioners, accounting firms and
professional corporations whose partners or shareholders are AICPA members.
Price is $10; $8 to members.
MAS Practice Aids: Small Business Consulting Aids no. 1: Assisting Small
Business Clients in Obtaining Funds — This MAS practice aid, the first in a new
series, is aimed at providing guidance for practitioners who may be called
upon to provide advice and assistance to small business clients needing funds to
continue or expand their operations. Price is $5; $4 to members.
Above publications may be obtained from the AICPA order department
(212/575-6426).
The most recent program in the CPA Video Journal series is no. 20, Statement on
Standards for Management Advisory Service no. 1, which examines the defini
tions and standards in SSMAS no. 1, Definitions and Standards for MAS
Practice, issued late last year (see December 14 Letter). For further information,
contact Teresa Zimmerer at the AICPA (212/575-5573).
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AICPA’s Toll-Free
Telephone Numbers
Are Big Success

Last July's installation of toll-free telephone lines for AICPA member inquiries to
the technical information service and the library has been a resounding success
in serving members —judging from the dramatic rise in the number of telephone
calls to these services.
The Institute’s TIS director George Dick reports that calls have increased
some 40 percent since the lines were installed, and the TIS staff answers
more than 100 calls daily. As an example, the total calls last August, shortly
after installation of the number, were 1,330, compared to 885 in August of
the previous year.
The technical information service provides guidance on questions involving
accounting principles, financial statement presentation, auditing and reporting
standards, and certain aspects of professional practice. The service, however,
as a matter of policy, does not provide opinions on tax or legal issues, or on
matters involving litigation.
Karen Simmons, AICPA chief librarian, reports that since the installation
of the library’s toll-free numbers there have been 63 percent more calls from
AICPA members. For instance, the total member calls in August were 915,
compared to 571 in August of the previous year.
The AICPA library serves the information and research needs of Institute
members as well as providing reference facilities for the general public. A vital
part of that service is preparing and publishing the Accountants’ Index.
The toll-free telephone numbers are as follows:
Library —
United States: (800) 223-4155
New York State only: (800) 522-5434
Technical Information Service —
United States: (800) 223-4158
New York State only: (800) 522-5430

IFAC Education
Committee Issues
First Two
Statements

The education committee of the International Federation of Accountants, which
has a membership of 79 accountancy bodies in 59 countries, has issued its first
two International guidelines on education.
No. 1, Guideline on Prequalification Education and Training, seeks to provide
a framework of professional education and training that every accountant
should obtain. It prescribes the standards of competence and scope of programs
of general and professional education for all accountants. It takes the position
in this connection that the minimum standard for a person seeking to begin
a course of study leading to membership in an accountancy body be “equivalent
to that which enables entry upon a university degree or equivalent tertiary
education course.”
As to practical experience, IFAC recommends that a period of not less than
three years of relevant work experience be a condition “precedent to the right
to engage in public practice.. . . ” However, IFAC notes that this recommendation
may not be possible in some countries and provides for a modification of this
recommendation in those circumstances.
No. 2, Guideline on Continuing Professional Education, is aimed at encourag
ing member bodies to develop and evaluate current CPE programs and providing
general guidance in this area. It recommends that member bodies accept as a
norm for each member a minimum of 30 hours of “structured learning activity”
per year, or 90 hours in every three-year period. IFAC also urges that in the
early years of introducing CPE, member bodies should do so on a system of
voluntary monitoring, “but should keep the position under review.”
Copies of the statements will be available shortly at $1.75 each from the
AICPA order department (212/575-6426).
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MAP Conferences
Set for Summer
and Fall

The 1982 National Practice Management Conferences have been slated for later
this year. Organized and presented by the Institute’s management of an account
ing practice committee, the series of conferences includes:
□ Firm Management and Administration in Las Vegas on July 22-23 will focus
on areas such as effective firm management information systems, small
computers and the local firm, and setting accountability standards.
□ Practice Growth and Development in Washington, D.C. on October 21-22
deals with making staff and partners better salesmen, implementing practice
development programs and helping clients become more profitable.
□ Partnerships and Professional Corporations in Chicago on November 8-9 will
focus on partnership communications and partnership retirement.
□ People Management and Your Firm’s Future in Chicago on November 11-12
deals with staff management and motivation as well as staff recruitment.
Brochures have been mailed to all partners and sole practitioners in public
practice. For information, contact the AICPA meetings department
(212/575-6451).

July 1 is Deadline
for Disability Income
Plan Entrants

Members of the Institute who wish to begin or increase their coverage under
the AICPA’s Long Term Disability Income Plan must sign up before July 1.
Special features of the plan include:
□ Monthly payments ranging from $500 to $3,000 for total disabilities caused by
sickness or accident.
□ Benefits may be paid for life after a 26-week waiting period if disability
was incurred before age 50; payments to age 65 if incurred at age 50 or later.
□ A voluntary rehabilitation program under which the insured CPA may return
to work while receiving reduced benefits. There is also a provision for
paying approved rehabilitation and education expenses.
Plan literature is being mailed to the membership this month. For additional
information, contact the plan agent: Rollins Burdick Hunter Co., 605 Third
Avenue, New York, N.Y. 10158, Telephone 800/221-4722; in New York call collect
212/661-9000, extension series 382.

Ethics Ruling on
Specialization
Deleted

At its last meeting, the Institute’s professional ethics executive committee agreed
to delete Ethics Ruling no. 101 under section 591 of the Code, entitled
“Specialization, Acquisitions and Mergers.” This ruling prohibited members of a
firm who had formed a separate partnership for work relating to acquisitions
and mergers from indicating the specialty on the letterhead of the separate
partnership.
The committee said the ruling was no longer appropriate because it has
withdrawn Interpretation 502-4, ‘‘Self-designation as Expert or Specialist.”

NOTICE OF AICPA PUBLIC MEETING
Auditing Standards
The auditing standards board will hold an open meeting on June 2-3 in the AICPA board room,
New York City, from 8:30 a.m. to 5:00 p.m. The agenda has not yet been set and will be reported
by the telephone service.
Future scheduled meetings are July 13-15 and August 24-26, both in New York City.
Changes from this notice will be reported by the meetings telephone information service.
The number is 212/575-5694.
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Washington Briefs

Independent Contractor Legislation Supported —At recent hearings, the Treasury
Department voiced support for a bill introduced last month by Senator Robert
Dole (R-Kan.), which would require greater reporting on payments to inde
pendent contractors. The bill, S. 2369, provides new federal standards to clarify
the classification of individuals as employees or independent contractors for
tax purposes as well as establishing new measures to “improve tax compliance
by individuals whose compensation as independent contractors is not subject
to mandatory wage withholding.”
SEC Codification Program — At a recent open meeting, the Securities and
Exchange Commission voted to codify certain Accounting Series Releases
(ASRs) representing some 40 years of SEC history and thousands of pages.
The codification will condense existing ASRs into concise formats. Two broad
categories are proposed: one consisting of around 200 ASRs dealing with
policies or interpretations regarding financial matters and the other consisting
of releases which are enforcement related.
To Charge or Not for Private Letter Rulings — A proposal to charge taxpayers
a fee for private letter rulings they request is under consideration by the
Treasury Department. “No final decision has been made," said IRS Chief Counsel
Kenneth Gideon in a recent speech. A series of “user fee” proposals is being
considered, he added, and this may be part of a broader package on other
user fees, including U.S. Custom Service operations.
Technical Corrections Bill Introduced —The Technical Corrections Bill of 1982
(H.R. 6056), introduced last month, contains technical and clerical amendments
to several bills, including the Economic Recovery Tax Act of 1981. One pro
vision supports the IRS’s position on applying the 1¼ percent tax reduction
credit allowed individuals for 1981. On 1981’s Form 1040, the IRS barred this
credit against the part of the maximum tax on personal service income that is
computed at the 50 percent maximum tax rate.
1982 Revisions on Interest Income Reporting —In a recent announcement, the
IRS said that Forms 1099-INT and 1087-INT on receipt of interest income have
been revised for 1982. The Economic Recovery Tax Act of 1981 repealed the
partial exclusion of interest in effect for 1981 and hence, some of the boxes on
the 1982 form are different from the 1981 form. The 1982 form essentially
returns to the format used before 1981.
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Highlights of Board
of Directors Meeting

The AICPA board of directors took the following actions, among others, at its
meeting on May 7 in Miami:
□ Authorized further discussions with the National Association of State Boards
of Accountancy about a proposed joint endeavor to administer the CPA
examination for state licensing boards seeking such services. Because of
financial and manpower restrictions, some state boards have sought outside
aid in evaluating applications, proctoring the exam and reporting grades to
candidates. The proposed service is intended to respond to those needs.
□ Considered the proposal of the AICPA federal tax division to permit voluntary
membership in the division. A special committee will be appointed to study
the Institute’s structure with particular attention to whether the creation
of sections within the AICPA would enable the organization to better serve
its members.
□ Concurred with the recommendations of the division for CPA firms that its
membership directory be published later this year. It is expected that the
directory will be available in the fall.
□ Reaffirmed the appropriateness as a regular AICPA activity of continuing staff
and related support for the division for CPA firms.
□ Concluded that a dues increase is necessary and decided to recommend an
increase for council consideration.
□ Affirmed its conclusion that council should adopt a policy requiring that all
motions before council be in writing. Council later approved a resolution
that motions before it or any membership meeting be submitted in writing,
preferably before the meeting, with the assembly or the chairman permitted
to waive this policy at any time.

AICPA Council
Actions

The AICPA council, at its meeting on May 10-11, approved a 25 percent member
ship dues increase, authorized a mail ballot of Institute membership to amend
Rule 502 on solicitation, and approved a proposal to terminate the practice
review committee.
Council turned down a motion by a council member that would have
increased the dues paid by CPA firm employees to the same level as firm partners,
rejected a motion of another council member that would have suspended the
authority of the management advisory services executive committee to issue
pronouncements (SMASs) under Rules 201 and 204, and rejected a motion by the
Connecticut Society of CPAs to defer the publication of the directory of the
division for CPA firms until two-thirds of the PCPS firms pass peer review.
The dues increase, which would be the first since 1975, will be effective with
billings for the 1982-83 fiscal year. Increases average approximately 25 percent.
(continued . . .)
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AICPA Council
Actions
(continued)

The mail ballot will propose adding to Rule 502 the sentence, “Solicitation
by the use of coercion, overreaching or harassing conduct is prohibited.”
In view of new education and disciplinary functions, such as mandatory
continuing professional education and the establishment of the new division for
CPA firms, council decided to withdraw the senior committee status and charge
to the practice review committee which was established in 1962 to improve
practice and reduce deviations from accepted standards.
Council received an interim report on the CPE location study by John
Hoffman, vice president and a director of Cresap, McCormick & Paget, the out
side consultant called in to consider the recommendation of the Missouri
Society of CPAs that CPE be moved to a site outside New York City to reduce
costs and increase efficiency. Hoffman said that preliminary conclusions are
that CPE not be relocated.
Council also heard reports on developments in the International Accounting
Standards Committee, a report from the special committee on committee
appointments (an outgrowth of the Derieux Committee report), and a report from
the special committee on accounting standards overload.

Council Vacancies
Filled

At its spring meeting the AICPA council elected the following to fill unexpired
terms on council:
□ Rex S. Leforgee, Idaho, to replace Fred B. Hill who resigned. Term expires
in 1983.
□ Robert M. Benjamin, Oregon, to replace Philip R. Bogue who resigned. Term
expires in 1982.
□ Mahlon Rubin, member-at-large, Missouri, to replace Gerald W. Hepp who
was elected as an AICPA vice president. Term expires in 1982.

PCPS Conference
Focuses on
Member Concerns

Key concerns — such as standards overload, audit problems of small businesses,
peer review and expansion of the Institute’s federal taxation division — were
among the topics covered at the fourth annual conference of the AICPA
private companies practice section of the division for CPA firms, which was
held last month in San Francisco. More than 300 members attended the
two-day conference.
In an update on PCPS projects, Francis A. Humphries, chairman of the
PCPS executive committee, said that as the first major peer review deadline of
June 30 approaches, there has been some “fallout” of section members. (PCPS
member firms as of March 1982 stood at 1,939, down from last year’s 2,098, but
there has been an increase of about 1,500 in the number of CPAs associated
with the member firms). All firms that were members in mid-1979 must have
their peer reviews by June 30.
As to standards overload, Stanley J. Scott, chairman of the special com
mittee on accounting standards overload, discussed the committee’s preliminary
findings including the possible use of the income tax basis of accounting as an
alternative to GAAP.
AICPA President Philip B. Chenok urged the PCPS members to express
their views. “Half the success of a program of this sort is in your offering us
your input,” he said.
For further information, see the June Journal o f Accountancy.
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Personal Financial
Statement Proposal
Moves Ahead

At its April 21 meeting, the Financial Accounting Standards Board considered
staff recommendations on the Institute’s proposal to revise the accounting
section of the 1968 AICPA guide for personal financial statements (see May 25,
1981 Letter). The board advised the Institute that it had no plans to undertake
financial reporting for personal financial statements. If the Institute proceeds to
issue the proposed accounting section as a statement of position (an exposure
draft was issued last summer) and supersedes the accounting provisions of the
1968 audit guide, the FASB will delete reference to that guide from SFAS no. 32,
Specialized Accounting and Reporting Principles and Practices in AICPA State
ments of Position and Guides on Accounting and Auditing Matters.
The Institute’s accounting standards executive committee, at its meeting
April 28-30, tentatively accepted the FASB’s recommendation to issue a state
ment of position along these lines.

Recent AcSEC
Actions

At its April 28-30 meeting, the Institute’s accounting standards executive com
mittee took the following actions (see also personal financial statement story):
□ Approved the accounting chapters of the proposed audit guide, Audits of
Employee Benefit Plans.
□ Approved letters of comment to be sent to the FASB on the board’s
□ Proposed statement of financial accounting concepts, “Reporting Income,
Cash Flows and Financial Position of Business Enterprises.”
□ Proposed statements of financial accounting standards, “Extinguishments
of Debt Made to Satisfy Sinking Fund Requirements,” “Financial Reporting
and Changing Prices: Foreign Currency Translation,” “Accounting for
Certain Real Estate Transactions,” and “Accounting for Certain Mortgage
Banking Activities.”
□ Approved a letter of comment on “Tentative Conclusions and Recommenda
tions of the Special Committee on Accounting Standards Overload.”
□ Agreed to send a letter to the FASB reaffirming the committee’s support for
the board’s project on private and small public companies.

IRS Chief Speaks
Out on Taxpayer
Compliance Bill

The penalty provision in the proposed Taxpayer Compliance Improvement Act
(S. 2198) for substantial underpayment of tax arising from items not disclosed on
the taxpayer’s return could have “a somewhat draconian” effect. So said Roscoe
L. Egger, Jr., IRS commissioner, speaking before some 200 participants at the
Institute’s spring tax division meeting on May 5.
Egger said the provision was “administratively unworkable” and would
“most likely” be dropped from the bill. The provision (see April 26 Letter)
provides a penalty for substantial underpayment of tax liability, unless the items
giving rise to the underpayment are disclosed by the taxpayer. “It isn’t quite
cricket for us to require you to put your innermost thoughts on the return,”
added Egger.
However, the IRS commissioner generally endorsed other features of the
proposed legislation. The bill is aimed at increasing revenues by collecting taxes
from those who either fail to report or underreport income taxes.
Another legislative proposal aimed at strengthening compliance was intro
duced in the House on May 6. This bill, H.R. 6300, is even more comprehensive
than S. 2198, since it contains sections on foreign operations and the “illegal”
sector. Egger noted that the bill would require registration of all debt instru
ments, require taxpayers to produce records for foreign operations and provide
that sizable cash transfers could be presumed to be income.
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Audit Interpretation
on Special Reports
Approved

The Institute’s auditing standards division has approved an auditing interpreta
tion of SAS no. 14, Special Reports, entitled, “Reports on the Financial
Statements Included in Internal Revenue Form 990, ‘Return of Organizations
Exempt from Income Tax,’ ” which will be published in a forthcoming issue of the
Journal o f Accountancy. The following is a summary:
Internal Revenue Form 990, “Return of Organizations Exempt from Income
Tax,” may be used as a uniform annual report by charitable organizations in
some states for reporting to both state and federal governments. Many of those
states also require an auditor’s opinion on whether the financial statements
included in that report are presented fairly in conformity with generally
accepted accounting principles.
If the financial statements (including appropriate notes to the financial
statements) are in conformity with generally accepted accounting principles, the
auditor can express an unqualified opinion.
If the financial statements are not in conformity with generally accepted
accounting principles but are intended for filing with a regulatory agency, the
auditor can issue an SAS no. 14 type of report even though by law or regulation
the accountant’s report is made a matter of public record, that is, contributors
or others may obtain access to or copies of the report by specific request.
If there is public distribution of the report, because the law requires it or
otherwise, (copies of Form 990 are distributed to contributors or others without
receiving a specific request for such distribution) and the financial statements
included in it are not in conformity with generally accepted accounting principles,
a special report (as illustrated in SAS no. 14, paragraph 8) is not appropriate.
In those cases, the auditor should express a qualified or adverse opinion.

Draft on ComputerThe Institute’s accounting and review services committee has prepared an
Prepared Statements exposure draft of a proposed statement on standards for accounting and review
to Be Issued
services entitled Computer-Prepared Interim Financial Statements.
The proposal would grant an exemption from the requirement in SSARS
no. 1, Compilation and Review o f Financial Statements, to comply, as a
minimum, with the standards for a compilation engagement when an accountant,
in specified circumstances, submits computer-prepared interim financial state
ments of nonpublic entities to his client or others. The draft requires use of a
legend on each page of the statements stating that these computer-prepared
financial statements “do not purport to reflect all appropriate adjustments and
disclosures required by generally accepted accounting principles (or another
comprehensive basis of accounting) and that they were not compiled, reviewed
or audited by an independent accountant.”
Comments on the draft are due by September 15 and should be directed to
the Institute c/o accounting and review services committee. Copies of the draft
are expected to be available from the AICPA order department next month.
Carey Scholarship
Awarded

The John L. Carey Scholarship for 1982 has been awarded to Linda Ann Lach
of Wilkes-Barre, Pennsylvania. The annual $4,000 scholarship, named after the
Institute’s former chief staff executive, is granted to a Yale University senior
who plans to do graduate work in the field of accounting with the intention of
pursuing a career in the profession.
Ms. Lach has been accepted into New York University’s Master of Science in
Accounting program and will be employed by Touche Ross & Co.
The 1981 award to James A. Murphy, Jr., who is currently taking the
M.S. Accounting program at N.Y.U., has been renewed. He is presently employed
by Ernst & Whinney.
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Quality Control
Interpretation
Issued

The Institute’s quality control standards committee recently approved the
issuance of an interpretation of quality control standards entitled Documentation
o f Compliance with a System o f Quality Control. Essentially the same as the
draft exposed earlier this year (see February 8 Letter), the interpretation advises
CPA firms that documentation would ordinarily be required to demonstrate a
firm’s compliance with its quality control policies and procedures. However, the
interpretation also makes it clear that the form and extent of documentation
will vary among firms based on specified factors.
The interpretation will be published in the June Journal o f Accountancy and
copies are being mailed as update no. 2 to the SECPS and PCPS peer review
manuals to all firms who are members of the division for CPA firms. Free copies
are also available from the AICPA order department (212/575-6426).

FAS Advisory
Council Names
Krowe

Allen J. Krowe, vice president, finance and planning, IBM Corporation, has
accepted an appointment to the Financial Accounting Standards Advisory
Council. Krowe, a member of the AICPA and the Financial Executives Institute,
is president of IBM’s system communications division.
The council consults with the Financial Accounting Standards Board on
questions of major policy, technical issues, project priorities, selection and
organization of task forces, and other matters.

NOTICE OF AICPA PUBLIC MEETINGS
Accounting and Review Services
An open meeting of the accounting and review services committee will be held on June 17-18 at
the Hyatt Oak Brook Hotel, Oak Brook, Illinois, on June 17 (9:00 a.m. to 6:00 p.m.) and June 18
(9:00 a.m. to 1:00 p.m.). The agenda follows:
June 17
□ Reporting on Other Comprehensive Bases of Accounting. (Discussion of preliminary draft.)
□ Reporting on Financial Presentations Included in Tax Returns. (Discussion of preliminary draft
of proposed interpretation.)
□ Prospective Financial Statements. (Preliminary discussion of subject.)
June 18
□ Reporting on Uncertainties and Accounting Changes. (Report of task force.)
The next scheduled meeting is September 16-17 in St. Louis.
Accounting Standards
The accounting standards executive committee will hold an open meeting on June 9-11 in Chicago
at the Marriott O’Hare Hotel starting at 8:30 a.m. The agenda has not yet been determined and
will be reported by the meetings telephone information service.
The next scheduled meeting is on July 21-23 in New York City.
Auditing Standards
The auditing standards board will hold an open meeting in the AICPA boardroom, New York
City, on June 15-16 for the purpose of discussing a preliminary draft on Materiality and Audit
Risk. The meeting will start at 9:00 a.m. each day.
The scheduled future meetings of the board are July 13-15 in New York City and August 24-26
in Boston.
Changes from these notices will be reported by the meetings telephone information service.
The number is 212/575-5694.
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Washington Briefs

Safe Harbor Supported for Independent Contractors - The Treasury Department
supports a safe harbor provision to clarify the status of workers for employ
ment tax purposes, but urges changes in the bill introduced in March by
Senator Robert Dole (R-Kan.). According to Assistant Secretary for Tax Policy
John E. Chapoton, the safe harbor should include only those taxpayers for whom
withholding under the present system would be inappropriate. Thus, he favors
a safe harbor that would apply only where an individual is paid on a basis other
than salary or hourly.
Supreme Court to Rule on State Taxing of U.S. Notes — The U.S. Supreme Court
recently agreed to hear a challenge to the constitutionality of a Tennessee tax
on a bank’s income from U.S. government obligations. The bank asked the
Court to overturn a decision by the Tennessee Supreme Court that the state tax
on earnings from U.S. notes is exempt from the federal prohibition against state
taxation of U.S. obligations.
SEC Sets Small Business Capital Formation Forum — SEC Chairman John S. R.
Shad announced that the commission will hold its first Government Business
Forum on Small Business Capital Formation in September. No set date or
location is available yet. The forum will focus on the current status of problems
experienced by small business and programs used by them to raise capital.
Hearing Held on Interest Exclusion Measure — Congressional hearings were
recently held on a measure designed to phase out the consumer interest deduc
tion while expanding a current law partially excluding interest income beginning
in 1985. The legislation, S. 2214, seeks to phase out the deductibility of consumer
interest, excluding mortgages and investments, beginning with a 25 percent
elimination on July 1, 1982, phasing out completely by 1985. The legislation also
aims to move up the effective date of the net interest income exclusion included
in the Economic Recovery Tax Act of 1981. The exclusion would become
effective for tax years beginning after December 31, 1981 — instead of December
31, 1984, as included in ERTA.
Thrift Aid Bill Backed — The House Banking Committee, in an effort to
bolster the troubled savings and loan industry, has approved a measure that
would set up an $8.5 billion Treasury-backed fund to guarantee the net worth of
failing thrift institutions. The bill, which now goes to the full House, is called
the Net Worth Guarantee Act.
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AICPA Reorganizes
Executive Staff

The Institute has created two new staff vice president positions and made
certain staff realignments to reflect these changes. The reorganization is based
on separate recommendations of the special committee on small and medium
sized firms (Derieux Committee) and of the independent consultants who
recently completed a study of the continuing professional education and publi
cation operations. Here are the key changes:
□ Robert D. Miller has been appointed to the new post of vice president for
local practitioner activities. He will be responsible for a number of com
mittees that are concerned primarily with matters that affect local practi
tioners. He is also being asked to advise on how Institute proposals might
affect local firms. Mr. Miller has been a sole practitioner, managing partner of
a five-partner firm with 30 staff members and chief financial officer of a
publicly owned merchandising company. Recently, he was acting chairman
of the accounting department, Barney School of Business and Public Admin
istration, University of Hartford, and maintained a local accounting practice.
Among his professional activities, he has been a member of the AICPA
council and chairman of the accounting and review services committee.
□ The other new position, that of vice president —continuing professional
education, has been established to meet an increasing need for an expanded
business and marketing orientation in this area. An individual with broad
business experience is being sought for this post. Rex Cruse, managing
director —CPE, will continue in that capacity and will concentrate on course
development and production.
Most of the responsibilities of the former position of vice president —com
munications and education will be assumed by the two new staff vice
presidencies. Administrative responsibilities for the publications division have
been assigned to Lee Berton, who will also continue as editor of the Journal of
Accountancy. He will report to AICPA President Chenok.

AICPA Proposes
Changes In Current
Tax Code

In its regular biennial Recommended Tax Law Changes message to Congress and
the administration, the Institute’s federal taxation division recommends several
amendments to the Internal Revenue Code. The recommendations, arranged by
IRC section, relate to areas where an intended tax benefit or alternative is
made available to taxpayers, “but where there are onerous penalties for
inadvertent noncompliance with unnecessarily complicated technical require
ments.” Among the recommendations are these:
Among the recommendations are the following:
□ A deduction should be allowed for the ordinary and necessary expenses paid
or incurred in connection with estate and tax planning.
□ Permit a deduction for meal expenses on business trips whether or not the
taxpayer is away from home overnight.
□ A business’ start-up costs should be amortizable unless the taxpayer elects
not to amortize.
□ Self-employed retirement plans (HR 10s) should provide similar benefits and
be subject to similar requirements as corporate plans.
Copies are available free from the AICPA order department (212/575-6426).
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IFAC Issues Guide
on Work of Internal
Auditor

The international auditing practices committee of the International Federation of
Accountants has issued International Auditing Guideline 10, Using the Work
o f an Internal Auditor, and released for comment its Exposure Draft 13,
Analytical Review.
IAG 10 distinguishes between a general evaluation of the internal audit
function and the evaluation of specific internal audit work. Before modifying the
nature, timing and extent of his own procedures, the external auditor is
required to review and test the work of the internal auditor. The guideline dis
cusses factors the external auditor would consider in deciding on the nature,
timing and extent of his tests of internal audit work.
The proposed guideline, Analytical Review, provides guidance in applying
analytical review procedures and discusses the nature, timing and objectives of
such procedures in performing an audit. It identifies items to be considered
in determining the extent of reliance to be placed on the results of analytical
review procedures and discusses the investigation of unusual fluctuations
that may exist.
Both documents are available from the AICPA order department
(212/575-6426). Price of the guideline is $1.75; the exposure draft is free.

Final Program
Available for
International
Congress

Official programs and final registration forms have been distributed to the
member bodies of IFAC and preregistrants for the XII International Congress
of Accountants to be held in Mexico City on October 10-13.
Hosted by the Mexican Institute of Contadores Publicos, the Congress
will include keynote addresses by several highly regarded individuals including
Elmer B. Staats, former U.S. Comptroller General; Doctor W. Dekker of the
Netherlands, chairman of the board of management, N.V. Philips; and John
Turner, Queens Counsel, Canada. In addition, there will be six study groups
centered on the theme, The Accounting Profession: Leadership Opportunities
in a Changing World.
According to the organizing committee, the recent devaluation of the
peso makes this a particularly opportune time to visit Mexico. Registrations
are still being accepted and full information is available from the AICPA’s
international relations department (212/575-6464).

AICPA Sets New
Dues Structure

At its meeting last month, the AICPA council authorized increases in the
annual dues, effective August 1, 1982. This is the first increase in annual dues in
seven years and averages about 25 percent.
The following is the new schedule:
Member Classification
Partners and Practitioners

Dues Based on Years as a CPA
10+
$170

6 + to 10

3 + to 6

0 to3

$130

$100

$70

Education and Government

55

55

55

50

Other (except retired members)

75

70

55

50
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FASB Issues Two
Statements on
Insurance Industry

The Financial Accounting Standards Board recently issued two statements
dealing with accounting practices in the insurance industry.
SFAS no. 60, Accounting and Reporting by Insurance Enterprises, integrates
specialized accounting principles for the field into a single document and
is essentially the same as the exposure draft of last November. It confirms
and makes authoritative specialized accounting and reporting principles and
practices developed by the AICPA between 1966 and 1980 in five insurance
industry guides and statements of position.
“The statement focuses on the type of insurance contract being issued,
rather than the traditional focus on the type of company issuing the contract,”
FASB Practice Fellow Jeffrey D. Cropsey, manager of the board’s project, said.
SFAS no. 61, Accounting for Title Plant, extracts the specialized prin
ciples and practices for title plant from the Institute’s SOP 80-1, Accounting
for Title Insurance Companies. The statement applies to enterprises owning
title plants. These plants consist of data about ownership of land and people
with a legal interest in real estate, copies of prior title insurance contracts,
maps and other related documents.
Both statements are effective for fiscal years beginning after December
15, 1982.
For information on these publications contact the FASB, Order
Department, High Ridge Park, Stamford, Conn. 06905.

Plans for AICPA
Annual Meeting
Near Completion

Final touches are being put on the program for the AICPA’s 95th annual
meeting to be held in Portland, Oregon, on October 3-5. The technical agenda
will consist of both plenary and simultaneous sessions designed for wide
appeal.
The program will begin with the annual business meeting, to be addressed
by George D. Anderson, Institute chairman. New this year will be four
mini-conferences focusing on such topics as accounting and auditing, MAP
federal taxation, state and local accounting and MAS.
Plenary speakers will include Charles A. Bowsher, U.S. Comptroller
General, and Dr. Barry Asmus, a well-known economist, who will speak on
supply-side economics.
A highlights program will be sent to members later this month.

NOTICE OF AICPA PUBLIC MEETINGS
Auditing Standards —The auditing standards board will hold a special public meeting on June 30
in the AICPA boardroom, New York City, starting at 9:00 a.m. on the issue of eliminating the
“subject to” qualification for significant uncertainties.
Users and preparers of audited financial statements have been invited to discuss their views
as to the benefit of the “subject to” qualifications in the auditor’s report when the uncertainty is
adequately disclosed in the financial statements.
Professional Ethics —The professional ethics executive committee will hold an open meeting on
June 29 starting at 9:00 a.m. at the Colonnade Hotel, Boston.
Under consideration will be a proposed exposure draft of an interpretation of Rule 101 —
Independence which discusses the effect of certain family relationships on independence and the
definition of the phrase “he and his firm” as it appears in Rule 101. This proposed interpretation,
if adopted, would replace current interpretations 101-4 and 101-7.
Changes from these notices will be reported by the meetings telephone information service.
The number is 212/575-5694.
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Washington Briefs

Legislation o f Interest - While Congress is currently concerned with the
federal budget and the national debt ceiling, there are some other bills which
may be acted upon shortly, according to Washington sources. These include
□ S.2105 and S.2106, the “Public Employee Retirement Security Acts of 1982,”
require basic reporting, disclosure and fiduciary standards to be met by
all public employee pension plans. In the sections of both bills dealing
with the audits of these plans, the statements of actuaries, banks or similar
institutions and insurance carriers are exempt from the scope of the audit.
□ H.R. 6300, the “Tax Compliance Act of 1982” is similar to S.2198, (see
May 24 Letter), but is more comprehensive, particularly in areas such as
foreign operations and the “illegal” sector. Among its provisions is an
increase in the fraud penalty equal to 50 percent of the interest payable on
a fraudulent underpayment and the imposition of a $500 penalty for filing
a frivolous return.
Debt-Equity Regulations May Be Delayed —Legislation was recently intro
duced to postpone the Treasury Department’s controversial debt-equity
regulations until July 1, 1984. The regulations are aimed at determining whether
an interest in a corporation is to be treated as stock or indebtedness for
federal tax purposes. These regulations are currently scheduled to go into
effect on July 1 of this year.
Hearing Held on Corporate T akeover Bill —“Corporations and their high paid
lawyers are making a mockery of our tax laws.” So said Senator Howard
Metzenbaum (D-Ohio), testifying at recent hearings on H.R. 6295, the “Corporate
Takeover Tax Act of 1982.” Testimony was heard on several legislative
proposals to curb tax motivated corporate mergers and acquisitions involving
a variety of schemes.
Withholding Rates to Drop —Last year’s Tax Act provides for a decrease in
withholding tax rates as of July 1. To reflect the changes, the IRS has prepared
new payroll tables to be used for wages paid after June 30. The tables are
being sent to all employers in a supplement to Circular E, Employer’s Tax Guide.
Book on Proposal Writing to Be Reprinted —The April 26 Letter advised the
availability of a publication, “From Auditing to Editing.” The Government
Printing Office has reported that the book is now temporarily out of print and
when new copies are available, the new price will be $4.75.
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Standard on
Compiled Financial
Statements Issued

The Institute’s accounting and review services committee has approved a state
ment on standards for accounting and review services entitled Reporting
on Compiled Financial Statements, which will be issued next month. It is
essentially the same as the draft exposed last fall.
SSARS no. 5 amends the SSARS no. 1 reporting standards by requiring the
compilation report to refer to standards established by the AICPA. SSARS no. 1
provides guidance considered necessary to enable the accountant to comply
with the general standards of the profession in the context of compilation
engagements and established additional standards deemed appropriate for
such engagements. The reporting standards for a compilation engagement set
forth in SSARS no. 1 describe the limitations of that service. SSARS no. 5 makes
it clear that a compilation is a professional service subject to professional
standards.
The statement is effective for compilations of financial statements for
periods ending on or after December 31, 1982.
SSARS no. 5 will be published in the July Journal o f Accountancy. Copies
of the statement will be available next month from the AICPA order department
(212/575-6426) at $1.60 each.

Recent AcSEC
Actions

As a result of its June 9-11 meeting, the Institute’s accounting standards
executive committee plans to issue three documents. The committee
□ Agreed to issue a statement of position to supersede the accounting pro
visions of the 1968 AICPA guide for personal financial statements (see
May 24 Letter). The SOP will apply to personal financial statements
dated June 30, 1983, or later.
□ Approved a proposed audit guide for credit unions to be exposed for public
comment after review by the auditing standards board and the Financial
Accounting Standards Board. It provides, among other things, that in order to
conform with generally accepted accounting principles, savings (shares)
in credit unions are to be reported as liabilities, not as equity.
□ Approved a proposed audit guide for casino operations to be exposed after
review by the ASB and the FASB.

Auditing Standards
Board Meeting
Highlights

At its meeting on June 2-3, the Institute’s auditing standards board
□ Agreed to ballot on a final statement on auditing standards, Omnibus
Statement on Auditing Standards; an exposure draft of which was issued in
March (see April 12 Letter). The statement, which will be issued substan
tially as exposed, will amend several existing SASs.
□ Agreed in principle that an SAS should be issued on subsequent discovery
of failure to apply procedures considered necessary in the circumstances.
The board will discuss a proposed exposure draft at its July 13-15 meeting.
□ Agreed to ballot on an exposure draft entitled Timing o f Substantive
Tests, which would provide guidance on applying substantive tests prior to
the balance sheet date.
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Accountant Supply
and Demand
Study Issued

Colleges and universities and accounting firms are predicting increases in the
numbers of accounting students graduated and recruited over the next three
years. The 1982 estimates, however, are lower than those predicted a year ago.
These reduced estimates, which reflect a trend first revealed in the 1980 survey,
are most pronounced for public accounting recruits at the master’s level.
“It is apparent that economic factors in the marketplace are affecting the
optimism that prevailed in earlier years,” according to the survey.
These are some of the conclusions drawn from the recently published 12th
annual study, The Supply of Accounting Graduates and the Demand for
Public Accounting Recruits, conducted by the Institute. The survey covers 662
colleges and universities and a stratified sample of 238 public accounting
firms as to the supply of accounting graduates and the projected employment
needs for the next three years.
Some of the findings of the study are
The proportion of new hires expected to hold master’s degrees is about
16 percent. The 1981 study indicated the proportion to be about 20 percent
in 1982. The 1981 study also indicated that over half of those graduates
with master’s degrees would be hired by public accounting firms. The 1982
survey puts the figure at about 40 percent.
Overall, about 30 percent of all accounting graduates —bachelor’s and
master’s degrees combined —are expected to be recruited by public account
ing firms. The balance will be hired by industry, government, or will pursue
academic or other careers.
The data reported indicates that there has been a leveling off in the supply
of accounting graduates and in the demand for recruits with bachelor’s
degrees over the last five years. The number of hirings by the firms of those
with master’s degrees has been decreasing over the same period.
Copies of the report may be obtained shortly, free of charge, from the
AICPA order department (212/575-6426).

□

□

□

AICPA Member
Suspended

Under Section 7.3 of the Institute’s bylaws, membership in the AICPA shall be
suspended without a hearing should a member’s certificate as a certified public
accountant be suspended as a disciplinary measure by any governmental
authority.
The membership of Timothy T. Golomb of Scottsdale, Arizona, has been
suspended from February 1 6 , 1982 to August 15, 1983 coincident with the
suspension of his CPA certificate by the Arizona State Board of Accountancy
following his conviction of unemployment insurance fraud.

Weinberg Elected
FAF Trustee

Hyman Weinberg, a general partner of Goldman, Sachs & Co., was recently
elected a trustee of the Financial Accounting Foundation. The FAF trustees are
responsible for selecting members of the Financial Accounting Standards
Board and its Advisory Council. The foundation also exercises general over
sight over these bodies.
Weinberg, a CPA, was nominated by the Securities Industry Association,
one of the six sponsoring organizations of the FAF.
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AICPA Testifies
on Proposed
Partnership
Legislation

The Institute’s federal tax division recently testified on two similar bills that may
have a significant effect on the procedures for auditing partnerships. They are
HR 6395 and Title 6 of HR 6300. In general, the tax treatment of any partnership
item would be determined at the partnership level through consolidated
administrative and judicial proceedings. “Notice partners,” as defined, may
participate in the consolidated partnership audit. Non notice partners, those
with a minor interest, would be represented by the partnership’s “Tax Matters
Partner” (TMP).
Within 90 days after the IRS gives notice of a "final partnership admin
istrative adjustment,” only the TMP can file a petition for judicial review. If the
TMP does not file, any “notice partner” may file, during the next 60 days,
with the tax court, the district court with jurisdiction over the locale of the
partnership’s principal place of business, or the court of claims.
Only one court acquires jurisdiction, with the TMP’s choice governing.
If the TMP does not file, a tax court petition will take priority, regardless of
earlier filing dates in the other courts.
The Institute’s federal tax division has endorsed the concept of consoli
dating the audit and administrative appeals process, but objects to the judicial
review procedure, especially as it relates to the tax court priority. This
provision, it feels, does not permit partners, other than the TMP, a choice of
judicial forums, thereby eliminating “rights” that exist for other taxpayers.
The July Tax Adviser will publish further information in this area.

NOTICE OF AICPA PUBLIC MEETINGS
Accounting Standards —An open meeting of the accounting standards executive committee will be held
in the AICPA boardroom, New York City, on July 21-22 starting at 8:30 a.m. The agenda follows:
July 21 — a.m.

□ Acceptability of “Simplified Lifo” for Financial Reporting Purposes. (Consider issues paper.)
□ Disclosure About Oil and Gas Producing Activities. (Consider comment letter.)
July 21 —p.m.
□ Research and Development Arrangements. (Consider comment letter.)
□ Accounting for Employee Capital Accumulation Plans. (Consider summary of issues paper.)
July 22 — a.m.

□ Possible New Projects. (General discussion.)
Auditing Standards —The auditing standards board will hold an open meeting on July 13-15 in the AICPA
boardroom, New York City, starting at 9:00 a.m. The agenda will be reported by the meetings telephone
information service.
Federal Taxation —An open meeting of the federal taxation executive committee will be held on July 19-20
in the Washington, D.C., office of the AICPA starting at 9:00 a.m. each day. The agenda follows:
July 19 — a.m.

□ Review of Division Testimony and Comments Submitted. (Discussion.)
□ Expansion of Federal Tax Division Membership. (Discussion of proposal.)
July 19 — p.m.

□ Agenda for Meeting with IRS Commissioner. (Discussion of items.)
July 20 — a.m.

□ CPA Association with “Tax Shelter” Investments. (Discussion of preliminary draft of guidelines.)
□ Problems of Underreported Income. (Consider draft report of task force for publication.)
July 20 — p.m.

□ Administrative Aspects of Assertive Tax Planning Positions. (Discussion of point outline.)
□ Proposals Regarding Tax Classifications and Reporting Requirements for Independent Contractors.
(Discussion of point outline.)
Changes from these notices will be reported by the meetings telephone information service.
The number is 212/575-5694.
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Washington Briefs

Pension Equity Tax Bill Introduced — In a move likely to affect virtually all
defined benefit and defined contribution plans, Representative Charles Rangel
(D-N.Y.) recently introduced “The Pension Equity Tax Act of 1982” (H.R. 6410).
The bill is aimed at creating equity between pension plans available to em
ployees and to self-employed individuals. To do this, deductible H.R. 10 plan
limits would be increased to $30,000, Code Sec. 415 contribution limits for
defined contribution plans would be decreased to $30,000 and benefit limits for
defined benefit plans decreased to $90,000. An extensive hearing with about
two dozen witnesses testifying was held on June 10.
ERTA Impact on Employee Benefits —In Notice 82-13, the IRS released questions
and answers designed to give taxpayers a better idea of the effect of the
changes in the area of employee benefits wrought by last year’s Economic
Recovery Tax Act. The release covers deductible voluntary contributions,
Keogh plans and self-employed plans and investments in collectibles.
SEC to Move to New Headquarters — The Securities and Exchange Commission,
in a move to consolidate all headquarters offices in one location, is in the
process of moving to new offices at Judiciary Plaza, 450 Fifth Street, N.W.,
Washington, D.C. 20549. The move will continue through August.
SEC Panel Issues Shareholders Report — The Advisory Committee on Share
holder Communications, an SEC advisory group, recently issued a report
containing 29 recommendations to improve the ability of companies to communi
cate with shareholders whose shares are registered in nominee name. The
panel found that while nominee registration of stock helps transaction
processing, it can make communications more difficult with shareholders, par
ticularly in solicitating proxies for annual meetings.
Measure on Completed Contract Accounting Introduced —Legislation designed to
allow completed contract accounting for long-term contracts was introduced
earlier this month by Senator John Danforth (R-Mo.). The bill, S. 2622, was intro
duced as an alternative to proposals put forth by the Administration to eliminate
the use of this method.
Paper Available on Block Grants — “The Framework for the Financial and
Compliance Audits of the Block Grants,” a paper developed by the Office of
Management and Budget, is available free by contacting Marti Schmitz at the
AICPA, 1620 Eye Street, N.W., Washington, D.C. 20006 (202/872-8190).
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Board of Directors
Meeting Highlights

Among the matters considered at the AICPA board of directors meeting on
July 8 were the following:

□ Received a report from Cresap, McCormick & Paget on its study of continuing
professional education and publications. The board will act on the question
of the location of CPE at its September meeting.
□ Received an interim report on proposals to restructure the AICPA annual
meeting.
□ Received a status report on the proposal to establish a Governmental
Accounting Standards Board.
□ Received a status report on formation of a joint AICPA/NASBA endeavor to
administer the uniform CPA examination for those states requesting such
services.
□ Confirmed the candidates for membership on the executive committees of the
private companies and SEC practice sections of the division for CPA
firms. They are
SEC Practice Section —Clifton, Gunderson & Co. (J. Curt Mingle), Illinois;
May, Zima & Co., PA (Donald P. Zima), Georgia; Pannell Kerr Forster
(Charles Kaiser, Jr.), Texas.

Private Companies Practice Section — Blankenship Summar & Assoc.
(Claude E. Blankenship), Tennessee; Botwin & Co., PA (Bruce S. Botwin), New
Jersey; Heard McElroy & Vestal (C. Cody White, Jr.), Louisiana; Mesh Dick
Cherkas & Co. (Howard A. Mesh), Florida; Mitchell Titus & Co. (Bert N. Mitchell),
New York; Own Account (Karen M. Moody), Wyoming; Potter & Co.
(W. Thomas Cooper, Jr.), Kentucky.
□ Appointed Robert Miller as staff vice-president—local practitioners activities
(see June 14 Letter).
FASB Issues
Statements on
Interest Cost &
Broadcasting

The Financial Accounting Standards Board recently issued two statements:
□ SFAS no. 62, Capitalization o f Interest Cost in Situations Involving Certain
Tax-Exempt Borrowings and Certain Gifts and Grants, amends SFAS
no. 34, Capitalization of Interest Cost. The statement says that the amount
of interest cost to be capitalized in situations involving acquisition of
specific qualifying assets financed with the proceeds of restricted tax-exempt
borrowings is to be determined by offsetting interest income against interest
expense. It is effective for tax-exempt borrowings entered into and gifts
and grants received after August 31, 1982.
□ SFAS no. 63, Financial Reporting by Broadcasters, is part of the board’s
project on extracting specialized principles from previously issued AICPA
guidelines. It modifies SOP 75-5 in that it allows broadcasters the option
of reporting the asset and liability acquired under a license agreement at
either the gross amount or the present value of the liability. SOP 75-5
directed broadcasters to report the asset and liability at the present value
of the liability. The statement is effective for fiscal years beginning after
December 15, 1982.
For further information on these publications, contact the FASB, Order
Department, High Ridge Park, Stamford, Conn. 06905.
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SECPS Quality
Control Review
Panels Eliminated

The SEC practice section reports that the requirement for a separate report
by a quality control review panel on all firm-on-firm and association-sponsored
peer reviews has been dropped for all 1982 and future peer reviews. This
will significantly reduce the cost of a SECPS peer review because the cost of
the panel has exceeded 20 percent of the cost of the primary peer review for
more than half of the firms previously subject to this requirement.
Panels were originally required because the SEC believed they were needed
to provide additional assurance on the effectiveness of the peer review
program. (Panels have never been required by the private companies practice
section.) However, a study undertaken by the section’s independent public
oversight board indicated that, in general, panel participation in the peer review
process contributed little that is not already provided by the peer review
committee and AICPA and POB staff.
These findings, coupled with the general satisfaction expressed by the
SEC staff and commissioners with the peer review program, have enabled the
SEC practice section to eliminate this costly requirement.

ASB Holds
Public Meeting
on “Subject to”
Qualification

The Institute’s auditing standards board held a public meeting on June 30 and
heard some 25 representatives of financial analyst groups, the Securities and
Exchange Commission, banking and financial executive bodies and other
groups discuss what the “subject to” qualification means to them and how they
use it in decision making.
John F. Mullarkey of Touche Ross & Co., a board member, described the
background on the issue, noting that the board recently reaffirmed its support for
eliminating the “ subject to” qualification on a technical basis. “ Subject to
qualifications are redundant for purposes of financial statements,” he said,
adding that current accounting standards are adequate for disclosure of
contingencies. He also noted that the “red flag” may be misleading in that it
singles out one uncertainty and may cause users not to focus on other uncer
tainties in the notes to financial statements.
In general, user groups said they found the “subject to” qualification
useful as a “red flag” in drawing attention to a matter that may have significant
impact on the entity’s financial status. However, they also said the "subject to”
qualification would not determine their investment decisions.

IFAC Elects
New President

The International Federation of Accountants recently elected Washington SyCip
of Manila to serve as president and Russell Palmer of New York to serve as
deputy president for two-and-a-half year terms beginning in October.
SyCip is founder and chairman of the SGV Group, an auditing and man
agement consulting firm in the Philippines. Palmer is managing director and
chief executive officer of Touche Ross International and managing partner
of Touche Ross & Co. He is president of the Financial Accounting Foundation
arid has served on the AICPA board of directors.
IFAC’s membership consists of 80 accounting bodies from 59 countries
which represent more than 750,000 Qualified accountants engaged in public and
private practice, government and education.
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Upcoming
Conferences

Savings and Loan —A national conference sponsored by the Institute’s com
mittee on savings and loan associations will be held September 16-17 at the
Capital Hilton in Washington, D.C. Among the topics to be discussed are
emerging accounting and auditing issues affecting the field, tax planning and
update, accounting for S&L combinations and reorganization accounting. Key
note speaker is Senator Jake Garn (R-Utah), chairman of the Senate’s committee
on banking, housing and urban affairs. Price is $350. Contact the AICPA
meetings department (212/575-6451).
Federal Taxes — The 1982 AICPA National Conference on Federal Taxes will be
held October 25-26 at the Capital Hilton in Washington, D.C. Topics include
1982 in perspective, estate and gift tax, real estate, tax shelters and accelerated
cost recovery systems. Also, there will be a panel discussion offering an
update on IRS procedures. Price is $250.
Governmental Training — The 1982 National Governmental Training Program
will be held October 18-21 at the Hyatt Regency Hotel in Kansas City, Missouri.
Aimed at practitioners with at least two years’ experience in governmental
audits, the program will focus on the concepts and techniques of governmental
accounting, auditing and financial reporting practices and procedures.
Price is $550.
For further information on the above two conferences, contact the AICPA
CPE marketing department (212/575-5697).
The American Academy of Actuaries and the Casualty Actuarial Society are
jointly sponsoring a seminar in Chicago September 29-30 on casualty loss
reserves of insurance companies. The seminar, which deals with loss reserving
techniques and loss reserve reports, may interest CPAs who audit property and
casualty insurance companies. Contact AAA/CAS Casualty Loss Reserve
Seminar, 1835 K Street, N.W., Suite 515, Washington, D.C. 20006 (202/223-8316).

AICPA Member
Expelled

Under section 7.3 of the Institute’s bylaws, membership in the Institute shall
be terminated without a hearing should there be filed with the Secretary a final
judgment of conviction imposed upon any member for a crime punishable
by imprisonment for more than one year.
On February 19,1982, the membership of Richard D. Crittenden of
Southfield, Michigan, was terminated following receipt by the Secretary of an
order from the U.S. Court of Appeals affirming his judgment of conviction
in a U.S. District Court of conspiracy to defraud.

NOTICE OF AICPA PUBLIC MEETINGS
Accounting Standards — The accounting standards executive committee will hold an open
meeting on September 1-3 in the AICPA boardroom starting at 8:30 a.m.
The next scheduled meeting is October 13-15 in Washington, D.C.
Auditing Standards — An open meeting of the auditing standards advisory council will be held
at the Parker House in Boston starting at 9:00 a.m. on August 26.
The auditing standards board will hold an open meeting at the Parker House in Boston on
August 24-26. Starting time will be either 8:30 a.m. or 9:00 a.m.
Agendas for the above meetings have not yet been determined. They will be reported by the
meetings telephone information service. The number is 212/575-5694.
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Washington Briefs

Taxpayer Compliance — The Taxpayer Compliance Improvement Act of 1982
(S.2198) has cleared the Senate Finance Committee with certain modifications to
section 125 which provides a new penalty for underpayment of tax liability.
According to the committee’s release: “Certain taxpayers who have under
reported their tax liability by the greater of 10 percent of tax owed or $5,000
($10,000 in the case of corporations) would be penalized unless the item
giving rise to the underpayment of tax is adequately disclosed in the taxpayer’s
return or the taxpayer reasonably believes that he is more likely than not to
prevail in a controversy with the Internal Revenue Service. A disclosure defense
would not be allowed for certain tax shelter transactions. The amount of the
penalty would be 10 percent of the tax owed. Any such penalty could be waived
by the Internal Revenue Service in appropriate cases.”
In an effort involving all state CPA societies and the AICPA’s federal
key person program opposition has been expressed to all members of Congress
regarding the “red flag” requirement on possible controversial positions and
the new taxpayer penalties. CPAs who have close contact with senators
and representatives are being asked to express their continued opposition to
section 125.

Oil and Gas Disclosures — The SEC is accepting comments on proposed amend
ments to supplemental disclosures of oil and gas activities (Fed Reg. 7/1/2,
pp. 28684-87) to ensure compliance with the expected FASB standard which was
recently issued for exposure.
Push for Flat-Rate Tax —Proposals for flat-rate tax systems of one variation or
another have recently been discussed by several prominent leaders, including
Senators Robert Dole (R-Kan.) and Bill Bradley (D-N.J.) and former Treasury
Secretary William Simon. “A low-rate tax on a broad base of economic
income is an intriguing idea and has some merit,” said Senator Dole. The pro
posals in general would reduce the maximum tax rate, eliminate most tax credits,
exclusions and exemptions while increasing the personal exemption and the
standard deduction.

Debt-Equity Regulations Postponed — In IR 82-80, the IRS has said that the
controversial debt-equity regulations, due to have been effective July 1, have
been postponed and will not be effective any earlier than January 1 , 1983.
The regulations have also been the subject of proposed legislation (see June 14
Letter) introduced by Senator John Chafee (R-R.I.).
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Statement on
The Institute’s auditing standards board recently issued a statement on auditing
Condensed Financial standards entitled Reporting on Condensed Financial Statements and Selected
Data Issued
Financial Data. SAS no. 42 provides guidance on reporting in a client-prepared
document on
□ Condensed financial statements derived from audited financial statements of a
public entity that is required to file, at least annually, complete audited financial
statements with a regulatory agency, and on
□ Selected financial data derived from audited financial statements of either a
public or nonpublic entity and presented in a document including audited
financial statements.

The statement differs from the exposure draft in that it permits a form of
assurance, similar to SAS no. 29 on other information in auditor-submitted
documents, that the information set forth in the condensed financial statements or
selected data “is fairly stated in all material respects in relation” to the complete
statements.
SAS no. 42 is effective on or after September 3 0 , 1982, for accountants’ reports
on condensed financial statements or selected financial data. Copies are available at

$1.60 each from the AICPA order department (212/575-6426).

ASB to Ballot
on Three Exposure
Drafts

At its meeting on July 13-15, the Institute’s auditing standards board
□ Agreed to ballot on an exposure draft entitled Related Party Transactions, which
would amend SAS no. 6 by removing guidance contained in SFAS no. 57,

Related Party Disclosures.
□ Agreed to ballot on an exposure draft which would provide guidance to an
auditor who, subsequent to the date of his report on audited financial statements,
determines that one or more auditing procedures that he considers were
necessary in the circumstances were omitted from his examination of the
financial statements.

□ Agreed to ballot on an exposure draft entitled Timing of Substantive Tests,
which would provide guidance on applying substantive tests prior to the balance
sheet date.
The board also discussed the June 30 public meeting on the meaning and
usefulness of the “subject to” qualification. It asked the task force to develop a
recommendation for the next course of action as well as to consider possible
guidance to clarify when a “subject to” qualification should be issued and ways to
educate users as to its meaning if it isn’t eliminated.

Division for Firms
Authorizes Member
Service Study

The AICPA division for CPA firms has engaged, at its expense, Group Attitudes
Corporation, the professional research subsidiary of Hill and Knowlton, Inc., to
conduct an assessment of member and nonmember attitudes toward membership
requirements and benefits, including peer review.
According to Francis A. Humphries, PCPS chairman, and Ray J. Groves, SECPS
chairman, the purpose of the study is to take “an objective look at where we are
today so as to plan better where we should be tomorrow.” The two chairmen believe
that this study will yield substantial long range benefits.

—
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FASB Exposes
Draft on Debt
Classification

Debt should be classified as a current liability if it is due on demand at the balancesheet date or if it is callable because of a loan agreement violation. So says the
Financial Accounting Standards Board in a recently-released exposure draft.
The obligation would not be classified as current if the creditor waives the
right to payment for more than a year after the balance sheet date. “The proposal
specifies that, in the absence of a waiver from the creditor, the obligation should be
classified as a current liability even though the debtor believes the creditor won’t
call the loan or the violation will be cured during the grace period,” according to
David V. Roscetti, FASB project manager.
Comments on the proposal, Classification of Obligations that are Callable by
the Creditor, are due by November 30. One free copy of the draft may be obtained
from the FASB, Order Department, High Ridge Park, Stamford, Conn. 06905, until
the comment period date.
The board, in other matters, recently announced a conference to be held
January 6-7, 1983, on the research results of 12 projects undertaken to assess the
effects of SFAS no. 33, Financial Reporting and Changing Prices. The projects are
aimed at providing the board with data for its review of SFAS no. 33 which was
issued in 1979 as an experimental standard. The conference is slated for White
Plains, New York.

AcSEC Meeting
Highlights

At its July 21-22 meeting, the Institute’s accounting standards executive committee
□ Approved an issues paper on Accounting for Employee Capital Accumulation
Plans to be sent to the FASB, pending changes suggested by AcSEC.
□ Approved letters of comment to be sent to the FASB on its proposed statements,
Research and Development Arrangements, and Disclosure of Oil and Gas
Producing Activities.
The committee also discussed a draft issues paper on The Acceptability of
Simplified Lifo for Financial Reporting Purposes. A revised paper, based on this
discussion, will be resubmitted at the September AcSEC meeting.

Speakers
Announced for
AICPA
Annual Meeting

Vice President George Bush has been invited to speak at the AICPA’s 95th annual
meeting to be held in Portland, Oregon, on October 3-5. Mr. Bush’s presence is, of
course, dependent upon his schedule. Plenary speakers will include Charles A.
Bowsher, U.S. Comptroller General, and Dr. Barry Asmus, a well-known supply
side economist.
The conference will provide an ample opportunity for CPAs, spouses and
guests to participate in a wide variety of technical meetings—new this year are four
miniconferences on key topics of interest—as well as sampling the numerous
cultural and social attractions of Oregon.
Sunday’s optional programs include a central Oregon coastal tour, a Portland
highlights tour and a scenic tour of the Columbia River/Mt. Hood area. The opening
reception will be at the Red Lion Motor Inn—Janzen Beach with a view of Mt. Hood
and Mt. St. Helens and the Columbia River. Tours for spouses on Monday and
Tuesday will include trips to the Oregon wine country, Mt. Hood’s Timberline
Lodge and various highlights of Portland’s historical and scenic sights.
A highlights program has been sent to members. For registration information,
contact the AICPA meetings department (212/575-6451).
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Chetkovich to
Receive Gold
Medal Award

The AICPA’s awards committee has announced that it has selected Michael N.
Chetkovich, a former chairman of the Institute’s board of directors, to receive the
gold medal award for distinguished service. The award will be presented at the
1982 annual meeting in October.
Since his retirement as managing partner of Deloitte Haskins & Sells in 1978,
Mr. Chetkovich has been a member of the faculty of the School of Business at the
University of California at Berkeley and is director of external affairs at the school.
Active in many levels at the Institute, including council member and AICPA
representative on council of the International Federation of Accountants, Mr.
Chetkovich served as AICPA chairman in 1976-77.

Recent Publications

The Accounting Profession—Years of Trial: 1969-1980—Written by former AICPA
President Wallace E. Olson, this book focuses on the major problems that
confronted the accounting profession during that time and the manner in which
they were resolved. Price is $20; $16 to members.

The Institute has published new paperback editions of its guides to current
standards as of June 1 , 1982. These volumes are available only to AICPA members.
They include AICPA Professional Standards ($20); FASB Accounting—Current Text
($22—both volumes $35); Technical Practice Aids ($12.50); Audit and Accounting
Manual ($12.50—all four volumes $53.50).
These publications may be obtained from the AICPA order department
(212/575-6426).
A new CPE Seminar, Personal Financial Statement: Accounting and Presentation
Principles, slated to begin in September, will discuss the development and content
of new authoritative pronouncements that are expected to be issued shortly.
The two most recent programs in the CPA Video Journal series are no. 2 1 , 1982
AICPA Spring Council Meeting: A Report by Philip B. Chenok, which reviews the

issues on the agenda and how the decisions made will affect members, and no. 22,
Microcomputer Accounting Applications, which focuses on how microcomputers
can be used in a CPA firm. For further information, contact Teresa Zimmerer at the
AICPA (212/575-5573).

AICPA Member
Suspended:
Another Expelled

Under section 7.3 of the Institute’s bylaws, membership in the Institute shall be
suspended without a hearing should a member’s certificate as a certified public
accountant be suspended as a disciplinary measure by any governmental authority.
On April 2 1 , 1982, the membership of Warner H. Curran of Bethany, Oklahoma,
was suspended indefinitely coincident with the indefinite suspension of his sole
CPA certificate by the Oklahoma State Board of Public Accountancy for failing to
comply with the state's continuing education requirements.
On June 1 0 , 1982, a hearing panel of the Joint Trial Board Division’s Regional
Trial Board VIII voted to expel Henry M. Klausman of Atlanta, Georgia, from
membership in the AICPA for failing to cooperate with its ethics committee by
refusing to respond to interrogatories relating to an SEC investigation of certain real
estate syndication activities with which he was involved.
Mr. Klausman was not present at the hearing but had submitted a letter
requesting to resign from membership in the AICPA. The request was denied by the
hearing panel. He did not request a review of the decision that he be expelled from
membership and, therefore, it became effective on July 1 0 , 1982.

_
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Series of MAS
Practice Aids
Begun; MAS
Conference Set

A new series of MAS practice aids in several categories was recently initiated. More
than a dozen titles in three series are currently being prepared. The three series are
Small Business Consulting Practice Aids, MAS Technical Practice Aids and MAS
Practice Administration Aids. These series are designed to provide informational
and educational reference material for use by practitioners. Only the Statements on
Standards for MAS, the first of which was issued in December 1981, contain MAS
pronouncements that are binding under the AICPA Code of Professional Ethics.
The first in the series of MAS practice aids, Assisting Small Business Clients
in Obtaining Funds, was issued in May and has been well received. It is aimed at
providing guidance for practitioners who may be called upon to provide advice and
assistance to small business clients needing funds to continue or expand their
operations (Price is $5; $4 to members).
Also well received was an Institute brochure entitled The CPA and Manage
ment Consulting, which has sold some 70,000 copies since being issued in May. It
explains how a company can benefit by using its CPA as a business advisor and
management consultant. The brochure is designed for distribution to clients and
other interested parties. (Price is 25¢ each; a minimum of 25).
For further information, contact the AICPA order department (212/575-6426).
Also, registration is continuing for the National MAS Conference to be held
October 20 at the Hyatt Regency Crystal City in Washington, D.C. This one-day
conference focusing on the theme of developing your MAS practice precedes the
MAP conference on Practice Growth and Development, which will be held at the
same location on October 21-22. For further information, contact the AICPA
meetings department (212/575-6451).

AICPA Insurance
Refund Paid

Payment of the 1982 refund of the AICPA Insurance Trust was made last month—
more than $23 million. Refund rates applicable to contributions to the CPA Plan
during the 12-month period ended September 3 0 , 1981, are as follows:
Payment Basis Elected and Contributions Paid
Age
Classification
Under 35
35-49
50-59
60-64
65 and over

Annual*
81%
76
57
42
10

Semiannual*
76%
71
52
37
5

Monthly
71%
66

47
32
—

*Refund percentages include bonus refunds for eligible individuals electing and remitting
contributions on an annual or semiannual basis. Such bonus refunds are 10% and 5%,
respectively.

Eligible firms under the Group Insurance Plan will receive a 58% refund for
those without dependents coverage and 54% for those with such coverage.
Life insurance in force under the Institute’s plans is over $11 billion. At present
there are more than 85,000 participants in the CPA Plan and some 75,000 people
are covered under the Group Insurance Plan.
October 1 is the next entrance date for eligible CPAs to begin or increase
coverage in the two plans. Up to $200,000 of term life insurance and an equal
amount of accidental death and dismemberment coverage is available under the
CPA Plan (for individuals). Similar benefits are provided under the Group
Insurance Plan (for firms) with maximum limits of $100,000 and $50,000 under the
two available schedules.
Invitations to participate or increase coverage are scheduled for mailing this
month. For information contact the plan agent: Rollins Burdick Hunter Co., 605
Third Avenue, New York, N.Y. 10158 (800/221-4722—in New York call collect
212/661-9000).
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Draft on
Agricultural
Producers to Be
Exposed

An exposure draft of a proposed statement of position entitled Accounting by
Agricultural Producers and Agricultural Cooperatives was recently approved for
issuance and is expected to be available early next month. Prepared by the
agribusiness special committee, the proposal presents accounting and reporting
recommendations for the general-purpose financial statements of agricultural
producers and agricultural cooperatives.
It recommends that growing crops of agricultural producers be reported at the
lower of cost and market and that inventories of harvested crops be reported at the
lower of cost and market but can be reported at market (less cost of disposal) if
certain conditions are met.
Comments will be due 90 days after exposure and should be directed to the
Institute’s auditing standards division. Copies will be available from the AICPA
order department (212/575-6426).

NCGA Issues
Statement and
Interpretation

The National Council on Governmental Accounting recently issued the following:
□ Statement no. 4, Accounting and Financial Reporting for Claims and Judgments
and Compensated Absences, provides guidance on accounting for claims,
judgments and compensated absences as well as applying the criteria of SFASs
nos. 5 and 43.
□ Interpretation 6, Notes to the Financial Statements Disclosure, clarifies previous
NCGA statements and provides a suggested order for notes to financial
statements.
In addition, the NCGA has issued for public comment an exposure draft of a
proposed statement on lease-purchase agreements, a discussion memorandum on
budgetary reporting in state and local governments, an exposure draft of a proposed
statement on financial reporting for special assessments and a discussion memo
randum on accounting and financial reporting for exchange of debt securities.
Comments on these documents are due by October 1.
For further information, contact the NCGA, 180 North Michigan Avenue, Suite
329, Chicago, Illinois 60601.

AWSCPA Elects
Officers and
Directors

Among the 15 AICPA members recently elected by the American Woman’s Society
of CPAs to the board of directors of the women’s national CPA organization for the
1982-83 year were the following officers: Shirley J. Dahl, Los Angeles, president;
Kathryn C. Buckner, Palmetto, Georgia, president-elect; Judith H. Byrum, Prairie
Village, Kansas; Mable Kitchen, Bethel, Ohio; Glenda E. Ried, Sylvania, Ohio, vice
presidents. Carol M. Martensen, Tucson, becomes the new secretary and Glenda M.
Bayless will be treasurer.

Due Bill in
Conference

A House-Senate conference began on August 3 on H.R. 4961, The Tax Equity and
Fiscal Responsibility Act of 1982. The measure, which is aimed at raising $98
billion over the next three fiscal years, aims most directly at business by modifying
some of the perceived excesses of the 1981 tax act (ERTA), such as safe harbor
leasing and accelerated depreciation for personal property, and reducing some of
the tax deductions on certain corporate tax preferences. The Senate version of the
bill also requires an acceleration of corporate estimated tax payments, withholding
of 10 percent from dividends and interest with limited exceptions and a shorter
holding period for long term capital gains. Moreover, the bill incorporates
provisions of Pension Equity Tax Bill (see June 28 Letter) affecting pension benefits.
The bill also requires more stringent compliance requirements by corporations and
increases certain excise taxes.
At press time it appears that a number of changes will be made.
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Conference on
Regulation of
Profession Set

The AICPA and the National Association of State Boards of Accountancy will
jointly sponsor a national conference on regulation of the profession November
14-16 at the Hyatt Regency New Orleans Hotel. The conference will focus on
potential threats to the operations of state boards of accountancy and will suggest
means to deal with the trend toward consolidation of professional licensing boards
and staff centralization.
Keynote speakers will be AICPA President Philip B. Chenok and NASBA
President Robert L. Block. Panel presentations will cover such areas as cooperation
for legislative action between state boards and state societies as well as restricting
the issuance of review and compilation reports to licensees of boards of
accountancy. The conference will include numerous panel sessions as well as
breakout sessions to provide ample opportunity for participants to exchange views.
Promotional information on the conference will be mailed shortly. For further
information, contact William Crane in the Institute’s state legislation department
(212/575-6210).
In a related matter, the Institute’s state legislation committee’s Manual for State
Legislative Programs, Second Edition, will be available shortly. An updated edition,
the manual presents guidelines, techniques and model programs for use by state
society legislation committees. Copies will be available free of charge from the
AICPA state legislation department.

Recent IASC
Actions

At its recent Amsterdam meeting, the board of the International Accounting
Standards Committee took the following actions:
□ Agreed to publish a statement on revenue recognition. IAS 18, to be available
December 1, deals with the timing of the recognition of revenue.
□ Agreed to publish a statement (IAS 19), Accounting for Retirement Benefits in
the Financial Statements of Employers, to be available next January 1. It deals
with accounting for costs of pensions incurred by the reporting enterprise.
□ Agreed to expose for public comment a draft of a statement, Capitalization of
Costs of Borrowing, to be issued in November. E24 deals with the treatment of
borrowing costs, including borrowing costs in the cost of assets constructed and
produced by the reporting enterprise.
IAS 17, Accounting for Leases, which was approved at the March board
meeting, is expected to be available this fall from the AICPA order department
(212/575-6426) at $2.75 each.
In other committee matters, Stephen Elliott will become IASC chairman for
two years following the World Congress of Accountants in Mexico this October. He
will succeed Hans Burggraaff of the Netherlands who will retire from that position.

Ethics Committee
Exposes Draft
on Family
Relationships

At its last meeting, the AICPA’s professional ethics executive committee approved
an exposure draft of a proposed Interpretation 101-9 under Ethics Code Rule 101,
entitled The Meaning of Certain Independence Terminology and the Effect of
Family Relationships on Independence. The draft interpretation defines certain
terms used in Rule 101 and, in doing so, also explains how independence may be
impaired through certain family relationships.
Comments on the draft should be received by the professional ethics division
by November 1. Copies of the draft are available from the division.
Also at the meeting, the committee approved a revised Joint Ethics Enforce
ment (JEEP) Manual for exposure to JEEP member state societies. The manual will
be mailed to JEEP member state societies later this month for a 90-day exposure
period.

Oversight Board
Issues Fourth
Annual Report

The Public Oversight Board, which monitors the SEC practice section of the
AICPA’s division for CPA firms, has issued its fourth annual report. The POB
recently announced that its annual report would be issued as of June 30, instead of
March 31 (see April 26 Letter).
The report comments on the board’s activities, the peer review committee’s
progress and the development of the special investigations committee. It states that
in the four years since its inception, the major elements of the section’s program
have been established and are now operational. The report adds that “the
accounting profession has given evidence of the merit and viability of self
regulation.” Here are some of the board’s conclusions.
□ All charter members of the section have now undergone a peer review. In all, 204
reviews were conducted during the year, far exceeding the number conducted in
any of the three previous years.
□ Peer review procedures were further sharpened as a result of additional
experience. Quality control review panels in connection with certain peer
reviews have been eliminated.
In sum, the board “believes the self-regulatory structure is sound and is
functioning properly.”
Copies of the report have been mailed to all members of the SEC practice
section. Single copies are available free from the AICPA order department
(212/575-6426).

NOTICE OF AICPA PUBLIC MEETINGS
Annual Meeting
Notice is hereby given to the membership pursuant to Sections 5.1.1 and 5.1.3 of the bylaws that the
regular annual meeting of the Institute will be convened at 8:30 a.m. on October 4 , 1982, in the Civic
Auditorium, Portland, Oregon, to receive the report of the independent auditors, hear an address by
Chairman George D. Anderson and consider other business brought before the meeting. The council
meeting will be convened at 9:00 a.m. on October 2 , 1982, in the Grand Ballroom of the Portland Hilton
Hotel, Portland, Oregon.
Donald J. Schneeman, Secretary
New York, N.Y., August 2 , 1982
Auditing Standards
The auditing standards board will hold an open meeting on September 28 in the AICPA boardroom, New
York City, from 9:00 a.m. to 5:00 p.m. The agenda has not yet been set but will be reported by the telephone
service.
The next scheduled meetings of the board are October 12-14 and November 30-December 2 in New
York City.
Federal Taxation
The federal taxation executive committee will hold an open meeting in the AICPA’s Washington, D.C.,
offices on September 23-24 starting at 9:00 a.m. The agenda will be reported by the meetings telephone
information service.
Management Advisory Services
An open meeting of the MAS executive committee will be held in Conference Room D at the AICPA’s New
York offices on September 9 beginning at 10:00 a.m. It will involve consideration of changes to the
proposed statements on standards dealing with MAS engagements and MAS consultations based on
comments received on the exposure draft dated March 3 1 , 1982.
Changes from these notices will be reported by the meetings telephone information service.
The number is 212/575-3694.

Washington Briefs

IRS Proposes Deposit of Estimated Taxes — Taxpayers would have to deposit their
estimated income taxes and self-employment tax payments with a bank or other
authorized institution, instead of mailing them to an IRS center, under a recent IRS
proposal. These procedures are similar to those being used by corporate taxpayers,
and would be effective for taxable years beginning in 1983.
Broadened Eligibility for Lifo — Small businesses with average annual gross
receipts of $10 million or less will be permitted to use a simplified version of Lifo
inventory rules under legislation introduced by Senator Charles Percy (R-Ill.).
Present rules allow companies with average annual receipts of not more than $2
million to use the simplified rules.

Treadway Named to SEC — President Reagan has named James C. Treadway, Jr., a
Washington, D.C. lawyer, to fill a vacant seat on the Securities and Exchange
Commission. If confirmed, Tre adway will fill the vacancy left by the retirement of
Philip A. Loomis. His term would expire June 5 , 1987.
SEC Proposal on Relationships and Transactions with Management — The SEC
recently issued a release containing proposed amendments for disclosing certain
relationships and transactions involving management. The proposal includes a new
uniform presentation for these required disclosures applying to registration
statements, periodic reports and proxy statements. A new Regulation S-K item, Item
404, Certain Relationships and Related Transactions, would apply to these
disclosure documents.
SEC Spells Out Rules on Misleading Disclosures — In a report on a troubled
California savings and loan association, the SEC interpreted its rules on disclosure
procedures dealing with financial difficulties. At issue in the case of the Fidelity
Financial Corporation were apparently false and misleading statements made in
connection with the offer and sale of securities in the form of retail repurchase
agreements and the issuance of a press release announcing year-end results. The
SEC said it published the report which discussed the antifraud provisions of
federal securities laws to stress the related disclosure issues and “that management
should carefully review corporate press statements announcing year-end results.”
Education Nest Egg Bill Proposed — A bill to allow a tax deduction of up to $2,000
per beneficiary for amounts set aside each year in a tax-deferred “education savings
account” for future educational expenses has been introduced by Senator Charles
McC. Mathias, Jr., (R-Md.). The bill also provides for indexing the $2,000 limit for
inflation.
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Small Business
Research Report
Issued

A complete report on a research project on audit problems encountered in small
business engagements was recently released by the AICPA. Sponsored by the
Institute and Oppenheim, Appel, Dixon & Co., the project was aimed at identifying
the characteristics of a typical small business audit client and the frequency and
importance of problems encountered in small business audits.

Of the more than 700 practice offices responding, 92 percent had 30 or fewer
professionals. Some findings of the report:
□ Two primary characteristics describe a typical small business: concentration of
ownership or operational control in one or a few individuals, and limited
segregation of duties.
□ Some practitioners misunderstood the auditor’s responsibility for his study and
evaluation of internal accounting control.
□ More experienced staff assistants are usually assigned to audits of small
businesses than are assigned to larger ones.

Copies of the report, Auditing Research Monograph no. 5, Audit Problems
Encountered in Small Business Engagements, are available at $9; $7.20 to
members; from the AICPA order department (212/575-6426).
In light of this research, the Institute has taken several actions to provide
additional guidance in auditing small businesses. These include forming task
forces to develop guidance on auditability and completeness and lawyers’ letters;
developing a continuing professional education course on audits of small
businesses; considering a draft of an audit procedure study that would be a
nonauthoritative practical guide for small business engagements; and adding
additional guidance to the AICPA Audit and Accounting Manual.

ASB Exposes
Draft on
Substantive Tests

The Institute’s auditing standards board will issue shortly an exposure draft of a
proposed statement on auditing standards entitled Timing of Substantive Tests. The
draft discusses the factors that the auditor should consider before applying tests of
details of asset and liability accounts at interim dates, including the following:
□ Whether adverse business conditions or the inability of the accounting system to
process information accurately increase the risk of applying tests of details at
interim dates.
□ Whether sufficient evidential matter will be available at both the interim date
and the balance sheet date and concerning the transactions between those dates.
□ Whether effective substantive tests can be designed in the absence of internal
accounting control procedures.
The draft also provides guidance on auditing procedures that should be
applied to provide a reasonable basis for extending the audit conclusions at the
interim date to the balance sheet date.

Comments on the draft will be due 90 days after issuance, and should be
directed to the Institute’s auditing standards division. Copies of the draft will be
available shortly from the AICPA order department (212/575-6426).
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POLICY ON WRITTEN MOTIONS AT COUNCIL AND AICPA MEETINGS—A REMINDER
The following policy statement was adopted by council on May 1 2 , 1982, relating to written motions at
meetings of council and of the Institute.
RESOLVED: Any motion or amendments to motions on which action of the assembly is desired should be
delivered in writing to the chairman of the meeting. At the very least, it should be submitted when made.
Preferably, it should be submitted sufficiently before the meeting so that copies can be made for
distribution prior to or at the meeting.
However, this general policy will not preclude the making of any motion at any time (so long as it is in
order), and so long as it is reduced to writing and delivered to the chairman when made.
The assembly or the chairman can at any time waive the policy favoring the submission of motions in
writing.

“Omnibus”
Statement
Issued by ASB

The Institute’s auditing standards board recently issued Statement on Auditing
Standards no. 43, Omnibus Statement on Auditing Standards, which includes nine
changes to existing SASs. Substantially the same as the draft exposed last spring,
the statement
□ States that the auditor need not document his understanding of the internal
control system if he doesn’t plan to rely on controls to reduce substantive tests.
□ Clarifies the minimum study and evaluation of the system of internal accounting
control “contemplated by the second standard of fieldwork” by amending SAS
no. 1.

The statement also delays for one year the effective date of SAS no. 39 on audit
sampling and updates the generally accepted accounting principles hierarchy in
SAS no. 5.
SAS no. 43 is effective for examinations of financial statements for periods
after August 31, 1982, except for the amendment to SAS no. 39, which is effective
retroactively to June 2 5 , 1982.
Copies of the statement will be available shortly at $1.60 each from the AICPA
order department (212/575-6426).

Auditing Standards
Board Highlights

At its meeting on August 24-26, the Institute’s auditing standards board
□ Agreed that a draft of the proposed guide for compiling, reviewing and auditing
personal financial statements prepared in accordance with Statement of Position
82-1 should be cleared by the ASB chairman.
□ Agreed to ballot on issuance of a final SAS entitled Special-Purpose Reports on
Internal Accounting Control at Service Organizations, which will provide
guidance on auditors’ uses of reports on certain aspects of internal accounting
control of an organization providing certain services to a client whose financial
statements he is examining. The statement will also provide guidance to
independent accountants who issue such reports.
The board also deferred a decision on exposure of two proposed SASs until its
special meeting on September 28 in New York. The two proposed statements are
Materiality and Audit Risk in Conducting an Audit and Reporting When One Basic
Financial Statement is Audited.
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Minority
Scholarships
Announced

The Institute’s minority recruitment and equal opportunity committee recently
announced the awarding of 343 scholarships for the 1982-83 academic year. The
students, from 137 colleges and universities, received scholarships totaling
$174,500. Included this year were 28 Arthur Andersen-AICPA scholarship awards
totaling $17,500, five RCA-AICPA scholarship awards totaling $2,000 and four
National Association of Black Accountants (NABA)-New Orleans-AICPA scholar
ship awards totaling $2,000.

SEC Seeks
Applicants for
Fellowship Program

The Securities and Exchange Commission is now accepting applications for its
Professional Accounting Fellow Program, which is entering its eleventh year. Two
individuals will be selected for two-year terms beginning in early summer.
Applicants should have one or more years’ experience at the manager level in
public accounting or in an organization providing equivalent experience.
Typical work assignments include the study of significant accounting con
cepts, participation in the drafting of financial reporting releases, and staff
accounting bulletins, evaluation of current reporting by registrants and liaison with
various governmental and professional accounting groups. Candidates must submit
background data and a brief paper on an SEC accounting issue.
Applications are due by year-end. A brochure is available from the Office of the
Chief Accountant, SEC, 450 Fifth Street, N.W., Washington, D.C. 20549.

AcSEC POSITION ON ACCOUNTING BY COLLEGES AND UNIVERSITIES
FOR COMPENSATED ABSENCES
FASB Statement of Financial Accounting Standards no. 43, Accounting for Compensated Absences, requires an

employer to accrue a liability for employees’ rights to receive compensation for future absences if certain
conditions are met. The National Association of College and University Business Officers (NACUBO) asked the
FASB to defer the applicability for Statement no. 43 to colleges and universities, which use fund accounting,
until fund accounting questions have been resolved.
The board decided not to defer the applicability of Statement no. 43 to colleges and universities and
indicated that the statement applies to institutions covered by the AICPA industry audit guide, Audits of
Colleges and Universities. The audit guide states that it covers “nonprofit institutions of higher education
including colleges, universities, community or junior colleges.” Such an institution therefore should accrue a
liability for compensated absences in accordance with Statement no. 43 following the guidance in this
announcement.
AICPA members have recently asked several questions on how to apply Statement no. 43 to institutions
covered by the audit guide, especially how to account for the charge when the liability is first recorded.
Confusion has resulted from the publication of articles indicating that institutions were recording the liability
directly in their plant funds. Research does not reveal any case in which that treatment has been followed.
Although the audit guide was published before Statement no. 43 was issued and therefore does not refer
specifically to the application of the statement to those institutions, the audit guide can provide guidance on the
questions.
The accounting standards executive committee recently discussed the problem and makes these observations
to clarify the application of Statement no. 43 within the guidance provided by the audit guide:
□ The liability and charge for compensated absences related to current and previous years should be
recorded in the unrestricted current fund.
□ Neither the liability nor the charge should be recorded in the plant funds.
□ There has been some question as to whether a receivable and related revenue could be recorded for the
portion of the liability expected to be paid from present or future state appropriations or grants and
contracts for sponsored research and training programs. A receivable and related revenue should be
recognized only if the receivable meets the definition of an asset in FASB Statement of Financial
Accounting Concepts no. 3, Elements of Financial Statements of Business Enterprises. In applying the
definition, the college or university should consider factors such as measurability, collectibility and legal
rights and should look, for example, to entitlements under state constitutions or contracts with the federal
government.
□ The effect of the charge on the unrestricted current fund balance caused by recognition of such a liability
may be offset in whole or in part by interfund transfers resulting in a receivable in the unrestricted current
fund only if (1) unrestricted assets are available for permanent transfer and (2) payment (or settlement by
other means) to the unrestricted current fund is expected within a reasonable period of time.
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AICPA Member
Expelled, But
Expulsion Stayed;
Two Others
Admonished
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A panel of Regional Trial Board IX held three separate hearings in Miami, Florida,
on May 18, 1982, to consider charges against three members for violating the rules
of conduct of the Florida Institute of CPAs and the AICPA.
□ James E. Etue of Fort Lauderdale was charged with violating the FICPA and
AICPA technical standards rules by issuing a substandard report on the financial
statements of a client. He had previously been placed on probation for one year
by the Florida State Board of Accountancy for the same violation during which
time he was required to complete 40 hours of CPE and to permit an inspection
and review of three audited and unaudited financial statements. It was noted at
the hearing that he had been admonished by a regional trial board hearing panel
in 1979 for a similar violation of FICPA and AICPA technical standards rules (see
3/24/80 Letter).
The panel found the member guilty as charged and voted that he be expelled
from membership in the FICPA and AICPA unless, prior to November 3 0 , 1982, his
practice undergoes a quality review and a report of the review, including any
accounting or auditing engagements with which he is associated, is submitted to
the panel. If the panel is satisfied as to the quality of the respondent’s practice, the
expulsion will not become effective.
□ William B. Rhodes of Belle Glade was also charged with violating the FICPA and
AICPA technical standards rules in connection with his examination and report
on the financial statements of a client. He had previously been placed on
probation for the same violation by the Florida State Board of Accountancy for
one year and required to complete 40 hours of CPE during the period. The
probation would be lifted after one year upon successful completion of a quality
review of his practice.
The panel found the respondent guilty as charged and, noting that he had
complied with all of the requirements of the Florida state board and that his
probation had been lifted by the board, voted that he be admonished to continue
his practice as conducted during the period covered in the report of the quality
review of his practice which had been accepted by the Florida state board.
□ Mark H. Neuman of Miami was charged with violating Rule 204 of the Code of
Professional Ethics by failing to disclose that he was not independent and by
failing to disclose certain GAAP departures in a compilation report as required
by SSARS no. 1.
The panel found that the respondent lacked independence and failed to make
the required disclosure in his report but that he was not guilty of the alleged GAAP
violations contained in the charge. The respondent was admonished to comply
with the ethical and technical standards of the profession and directed to complete
an AICPA self-study course in professional ethics by November 3 0 , 1982. If the
course is not completed within the prescribed period, the panel reserved the right
to reconvene and impose other sanctions it deemed appropriate in the
circumstances.
Messrs. Etue and Neuman were present at their hearings, but Mr. Rhodes was
not present at his hearing. None of the respondents requested a review of the
decisions which therefore became effective on June 17, 1982.

Client Bulletin
to Focus on
New Tax Law

President Reagan recently signed into law the Tax Equity and Fiscal Responsibility
Act of 1982, which significantly affects both business and individual taxes. The
Institute’s CPA Client Bulletin, a monthly publication for clients of CPA firms, will
devote its October issue to the act’s provisions affecting small business and
individual clients. Any firm interested in beginning an annual subscription
(minimum 50 copies per month) with this issue should contact Arthur Lodge at the
AICPA (212/575-6277).

—
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FASB Exposes
Two Drafts;
Issues Research
Report

The Financial Accounting Standards Board has issued the following:
□ A revised exposure draft of a proposed statement entitled Financial Reporting
and Changing Prices: Foreign Currency Translation which would amend SFAS
no. 33 to implement revisions to the supplementary information about the
impact of changing prices necessitated by the changes in accounting for foreign
currency translation required by SFAS no. 52. The proposal would have no effect
on companies whose functional currency for all significant foreign operations is
the U.S. dollar. The draft revises an earlier proposal exposed in December 1981.
Comments are due by October 18.
□ A revised exposure draft entitled Reporting by Transferors for Transfers of
Receivables with Recourse would clarify the conditions to be met for a transfer
of receivables with recourse to be accounted for as a sale. It revises a proposal
issued last November. Comments are due by November 30.
□ A research report, Recognition in Financial Statements: Underlying Concepts
and Practical Conventions, focuses on the recognition of all significant events
that change assets, liabilities and equity of a business entity. The report is the
third in the board’s series on accounting recognition.
□ A film about the FASB in which board chairman Donald J. Kirk and other leaders
in accounting, industry and finance discuss the FASB’s background, objectives
and structure.
For information on the above, contact the FASB, Order Department, High Ridge
Park, Stamford, Conn. 06905.
The board, in other matters, recently added a project to its agenda on
defeasance of debt. The project would stipulate the circumstances that would
constitute an extinguishment of debt under APB Opinion no. 26, Early
Extinguishment of Debt. Also, mergers of troubled thrift institutions accounted for
by the purchase method may be subject to stricter accounting rules as a result of a
project undertaken by the board. A staff draft of a proposed pronouncement will be
considered by the board at its meeting later this month.

Mosso to Stay
as FASB Member;
Morgan to Retire

The trustees of the Financial Accounting Foundation recently appointed David
Mosso to a second five-year term as an FASB member beginning January 1 , 1983.
The trustees also said that Robert A. Morgan has asked not to be considered for
reappointment. The current terms for both expire December 31.
The FAF is expected to announce in the near future an appointment to fill the
vacancy created by Morgan’s retirement. In declining to be considered for
reappointment, Morgan, 64, said that a second term would extend beyond his
normal retirement age.
The FAF is responsible for appointing board members, funding its operations,
and exercising general oversight except with regard to accounting issues.
In other matters, the FAF recently issued a research report of a committee of
the Foundation’s board of trustees on the effectiveness of the board’s due process
procedures, its work load and output and its cost-saving opportunities. The report
is entitled Operating Efficency of the FASB.

NOTICE OF AICPA PUBLIC MEETING
Auditing Standards
The auditing standards board is scheduled to hold an open meeting in the AICPA boardroom, New
York City, October 12-14 starting at 9:00 a.m. each day. The agenda will be reported by the meetings
telephone information service.
Changes from this notice will be reported by the meetings telephone information service.
the number is 212/575-5694.

— 6—

Washington Briefs

New Tax Bill Passed — As expected (see August Letter), President Reagan has
signed into law H.R. 4961, the Tax Equity and Fiscal Responsibility Act of 1982.
The legislation, aimed at raising $98 billion over the next three fiscal years,
contains provisions that are generally effective for taxable years after 1982. The
language referring to a penalty for substantial underpayment of tax was approved as
a “substantial authority” standard during the final conference. Under an
amendment, supported by the AICPA, the amount of the understatement would be
reduced by the portion of the understatement that is attributable to “(1) the
treatment of any item for which the taxpayer believed there was substantial
authority, or (2) any item for which there was adequate disclosure of the relevant
facts on the return.”
With respect to a tax shelter item, the penalty will apply unless the taxpayer
had a reasonable belief that the treatment was more likely than not to be correct.

Omnibus Financial Bill Moves Along — The Senate banking committee recently
approved a bill entitled the Depository Institutions Amendments of 1982, which, at
press time, was expected to go before the Senate after the Labor Day recess. An
omnibus financial bill, the legislation contains provisions to give emergency aid to
the thrift industry, expand thrift asset powers, give federal regulators greater
flexibility in helping institutions near failure, and require creation of a competitive
deposit account for depository institutions.
Hearing on Subchapter S — The Senate finance committee held a hearing
September 10 on legislation designed to simplify operations of Subchapter S
corporations. The Subchapter S Revision Act of 1982 was introduced last spring
(see April 26 Letter) and would significantly alter the framework and use of
Subchapter S corporations.

SEC Issues Release on Debt Extinguishment —Debt should not be considered as
extinguished unless the debtor has no further legal obligation, according to an SEC
release (Rel. 33-6421). The commission noted the recent FASB action of adding a
project to its technical agenda in this area (see p. 5) and stated that it “believes it is
appropriate to support the FASB in this matter and accordingly is issuing this
release calling for uniform accounting practice while the FASB considers its final
standards.
New IIA Chairman Elected — Leon R. Radde, manager of group audit for Investors
Diversified Services, Inc., Minneapolis, has been elected chairman of the board of
directors of the Institute of Internal Auditors, Inc., during the association’s 41st
international conference held recently in Washington, D.C.
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Board of Directors
Meeting Highlights

Among the actions taken by the AICPA board of directors at its meeting on
September 9 were the following:
□ Decided not to pursue relocation of the CPE division any further. Independent
consultants had advised the board that such a move would not be cost effective.
□ Referred to the special committee on member services the proposal of the
federal tax division to expand its membership by voluntary subscription.
□ Expressed support for a proposal approved in concept by the Financial
Accounting Foundation to sponsor an independent board to establish govern
mental accounting standards.
□ Received the final report of the special committee to study the structure of the
annual meeting. The report will be submitted to council for discussion at the
October meeting.

Personal Financial
Statements SOP
To Be Issued

The Institute’s accounting standards division will issue shortly a statement of
position (SOP 82-1), Accounting and Financial Reporting for Personal Financial
Statements, which significantly amends the recommendations on accounting
principles in the 1968 AICPA Industry Audit Guide, Audits of Personal Financial
Statements, for personal financial statements dated June 3 0 , 1983, or after.

While the 1968 guide supported historical cost as the primary basis of
measurement for personal financial statements and recommended that estimated
current values be presented as additional information, the new statement prescribes
that “personal financial statements should present assets at their estimated current
values and liabilities at their estimated current amounts at the date of the financial
statement.”
Areas involved in personal financial statements covered in the new statement
include
□ Basis of presentation.
□ Guidelines for determining estimated current values of assets and estimated
current amounts of liabilities.
□ Financial statement disclosures.

In the statement, the division reaffirms that statements of position do not
establish standards enforceable under rule 203 of the AICPA’s Code of Professional
Ethics. However, SAS no. 5, as amended by the recently issued SAS no. 43,
identifies AICPA statements of position as “another source of established
accounting principles the auditor should consider. Accordingly, members should
be aware that they may be called upon to justify departures from the recommen
dations in this statement of position if their work is challenged.”
Copies of the SOP will be available in early October at $2.25 each from the
AICPA order department (212/575-6426).
Also, a draft of a proposed guide on compilation, review and audit of personal
financial statements prepared in accordance with SOP 82-1 is expected to be
exposed in late October.
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Recent AICPA
Publications

D ivision fo r Firms D irectory — The division for CPA firms will publish its

directory of member firms in early October. All member firms as of September 1 are
listed alphabetically. Entries include the city and state of the main office of each
firm. Copies will be provided free to each firm and its practice units, AICPA
educator members, college and university libraries with accounting programs, the
Robert Morris Associates and each state society. Extra copies will be available from
the AICPA order department, at a price not yet determined.
Public Service and the CPA — This brochure illustrates how CPAs can contribute to

community activities and encourages practitioners to become involved in such
activities. Price is 25¢ per copy; minimum order is 10 copies. It may be obtained
from the AICPA order department (212/575-6426).
The latest in the mini-video series called Video Capsule offered by the Institute’s
CPE division is an explanation of SAS no. 42, Reporting on Condensed Financial
Statements and Selected Financial Data. There are now nine programs in the video
capsule series begun last fall; the next, slated for later this month, will focus on
SAS no. 43, Omnibus Statem ent on Auditing S tandards. The series is aimed at
keeping practitioners current on the provisions and practical applications of key
AICPA and Financial Accounting Standards Board pronouncements. Each program
includes a color videotape, a session leader’s guide, a study outline and review
materials. For further information, contact the Institute’s CPE marketing division
(212/575-6231).
Draft on Information The Institute’s board of examiners has prepared an exposure draft revising the
for CPA Candidates Information for CPA C andidates booklet for the Uniform Certified Public Account
Exposed
ant Examination. The revised booklet will incorporate the new content specifica
tion outlines for the Uniform CPA Examination, which will be effective w ith th e
November 1983 examination.
Comments on the draft are due by December 17, and should be directed to
Mitchell Rothkopf, director, examinations division, at the Institute. Copies of the
draft may be obtained by writing Mr. Rothkopf at the AICPA.
ASB and ARSC Seek The Institute is soliciting opinions from its members regarding practice problems
Opinions on
that should be addressed by certain senior technical committees. Opinions
Practice Problems
regarding practice problems that should be addressed in a statement on auditing
standards, statement on standards for accounting and review services, or interpreta
tions thereof, are sought. Suggestions on industries or auditing considerations for
which coverage in an audit guide would benefit practitioners are also requested.
Comments should be sent to Don Pallais in the Institute’s auditing standards
division by October 15.
AICPA to Accept
Credit Cards for
Publication Orders

As a convenience to members and other customers, the AICPA has arranged to
accept MasterCard and Visa credit cards for written and telephone publication
orders of $10 or more effective October 1. All that is required is the card number
and the expiration date.
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FASB Issues
Statement on
Extinguishment of
Sinking-Fund Debt

Gains and losses from extinguishments of debt made to satisfy “sinking-fund”
requirements must be classified as extraordinary items unless the extinguishment
is made to satisfy requirements that must be met within one year. So says the
Financial Accounting Standards Board in a recently issued statement, SFAS no. 64,
Extinguishments of Debt Made to Satisfy Sinking-Fund Requirements.
The new statement amends SFAS no. 4, Reporting Gains and Losses from
Extinguishments of Debt, on reporting gains and losses from extinguishments of
debt. In addition to requiring extraordinary-item treatment if the gains and losses
from the debt extinguishment arise from satisfaction of requirements that are not
due within one year of the extinguishment, SFAS no, 64 also specifies that the
classification of gains and losses be made without regard to the means used to
extinguish the debt.
SFAS no. 64 was adopted unanimously and is effective for extinguishments of
debt after September 3 0 , 1982.
For further information, contact the FASB, Order Department, High Ridge Park,
Stamford, Conn. 06905.

Brown Named as
FASB Member;
Leisenring as
Technical Director

Victor H. Brown, presently executive vice president, chief financial officer and
director of Firestone Tire & Rubber Company, recently accepted appointment to a
five-year term, effective January 1 , 1983, as a member of the Financial Accounting
Standards Board. Brown, 53, will replace Robert A. Morgan, a board member since
1978, who asked not to be considered for reappointment to the board (see
September 13 Letter).
Also, James J. Leisenring, partner and director of accounting and auditing at
Bristol Leisenring Herkner & Co., Battle Creek, Michigan, and current chairman of
the Institute’s auditing standards board, has been appointed director of research
and technical activities at the FASB, effective October 1. Leisenring succeeds
Michael O. Alexander who left the board this month to become executive directorprofessional services at Touche Ross International.

Accounting
Literature Awards
Announced

The authors of two articles were presented with the AICPA Notable Contributions
to Accounting Literature Awards at the American Accounting Association’s annual
meeting last month. Selected by the AICPA accounting literature awards committee
from nominations by an AAA committee, the awards, consisting of a $500 check
and a medallion went to the following:
□ “FASB’s Statements on Objectives and Elements of Financial Accounting,”
Professors Nicholas Dopuch, University of Chicago, and Shyam Sunder,
University of Minnesota, in the Accounting Review, January 1980.
□ “The Impact of Regulation on Controls: Firms Response to the Foreign Corrupt
Practices Act,” Professor Michael W. Maher, University of Michigan, in the
Accounting Review, October 1981.
Articles published in the last two years are eligible as are books published
during the last five years. 1982 marks the program’s 16th year.
Also, Gerald W. Hepp and Thomas W. McRae have won the 1982 Journal of
Accountancy Literary Award for their article, “Accounting Standards Overload:
Relief Is Needed,” published in the May 1982 issue. Hepp is partner in charge of
the professional standards department of Plante & Moran, Southfield, Michigan.
McRae is assistant to the AICPA president—technical.
The award, in honor of John Lawler, former Journal editor and AICPA senior
vice president, consists of a $500 cash prize and a scroll. It is given for the best
article published in the Journal during the 12 months ending June 1982, as
determined by the magazine’s editorial advisers.
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IFAC Issues Guide
on Fraud and Error;
Exposes Two Drafts

The international auditing practices committee of the International Federation of
Accountants will issue shortly International Auditing Guideline 11, Fraud and
Error, and will also release for comment two exposure drafts — ED 14, Other
Information in Documents Containing Audited Financial Statements, and ED 15,
Auditing in an EDP Environment.
The guideline’s purpose is to discuss the auditor’s responsibility for detecting
material misstatements resulting from fraud and error when carrying out an audit of
financial information and to provide guidance as to the procedures that the auditor
should perform when he encounters circumstances that cause him to suspect, or
when he determines, that fraud or error has occurred.
ED 14 is aimed at providing guidance as to the auditor’s consideration of other
information — such as information on which the auditor has not been engaged to
report. Examples of other information are a report by management or the board of
directors on operations or financial summaries or highlights.
ED 15 deals with the areas where additional guidance is necessary to comply
with certain basic principles when an audit is conducted in an EDP environment.
Comments on both exposure drafts are due by February 2 8 , 1983. All
documents will be available shortly from the AICPA order department — the price
of the guideline is $1.75; the exposure drafts are free.

IFAC’s Ethics
Committee Issues
Two Statements

The ethics committee of the International Federation of Accountants will shortly
issue two guidance statements on integrity, objectivity and independence and on
confidentiality. Its first two guidance statements, issued last summer, dealt with
advertising, publicity and solicitation and with professional competence.
The fundamental principles set forth in Statement of Guidance 3 note that “the
qualities of integrity and objectivity and, for the accountant in public practice,
independence are of overriding importance in the professional life of an
accountant.” The statement gives several examples of situations “which, because of
actual or seeming lack of independence, would give a reasonable observer grounds
for doubting the objectivity of an accountant in public practice.”
Statement of Guidance 4 on confidentiality notes that the fundamental
principle to be observed when developing ethics requirements relating to
confidentiality is as follows:
“An accountant should respect the confidentiality of information acquired in the
course of his work and should not disclose any such information to a third
party without specific authority or unless there is a legal or professional duty to
disclose.”
Copies of the two statements can be obtained from the AICPA order department
(212/575-6426) at $1.75 each.

Census Bureau
Sends Guide to
CPA Firms

The Bureau of the Census has recently mailed a guide to all AICPA practice units
designed to help them assist their clients complete the economic and agriculture
census forms for 1982. The report will be mailed to the appropriate enterprises at
the end of the year.
The booklet, Information to Assist Accountants in Preparing for the 1982
Economic and Agriculture Censuses, consists of four sections: an introduction and
description of the censuses, guidelines for completing the forms, examples of
operating and financial data and a time extension request form.
Members whose offices did not receive the booklet may obtain copies from the
federal government division, AICPA, 1620 Eye Street, N.W., Washington, D.C. 20006
(202/872-8190).

—
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Audit Standards
Practice Fellow
Sought

The Institute’s auditing standards division is accepting applications for its practice
fellow program. The program enables the fellow to take a leave of absence from his
or her firm for 18 to 24 months and work with members of the auditing standards
board on statement (SAS) and audit guide projects.
Applicants should be CPAs, have approximately four years of auditing
experience and possess good writing and verbal skills. To apply, submit
biographical data by November 15 to Dan M. Guy at the AICPA. For further
information, call 212/575-6377.

FASB to Expose
Draft on Thrift
Mergers

At its meeting September 15, the Financial Accounting Standards Board tentatively
decided to issue next month an exposure draft of a proposed statement amending
APB Opinion no. 17, Intangible Assets, with regard to accounting for certain
business combinations accounted for by the purchase method involving the
acquisition of certain thrift or banking institutions. The board also decided to hold
public hearings on the draft about 60 days after release of the proposed statement
and that the statement, if approved, will apply to combinations initiated after
September 3 0 , 1982.
In addition, the board, at the meeting, added a project to its technical agenda
on the accounting implications of the investment tax credit provisions of the Tax
Equity and Fiscal Responsibility Act of 1982. An exposure draft in this area is
expected in the near future.

AcSEC Highlights

At its September 1-3 meeting, the Institute’s accounting standards executive
committee approved two issues papers to be sent to the Financial Accounting
Standards Board. The papers are on simplified Lifo and on reporting tax-exempt
bonds and indentured funds of health care entities. The committee also approved
sending a document on “Guidance on the Use of Real Estate Appraisal
Information” to the FASB.
In other actions, the board approved a recommendation of the task force on
condominium associations to prepare an audit and accounting guide for common
ownership realty associations.

NOTICE OF AICPA PUBLIC MEETING

Accounting Standards

An open meeting of the accounting standards executive committee will be held in Washington, D.C., at the SheratonCarlton Hotel on October 19 (starting at 1:00 p.m.) and October 20-21 (starting at 8:30 a.m.). The preliminary agenda is
as follows:
October 19—p.m.
□ Dollar Repurchase-Dollar Reverse Repurchase Agreements by Sellers-Borrowers. (Consider proposed SOP for
final issuance.)
October 20—a.m.
□ Certain Nonrefundable Fees and Acquisition Costs of Loans. (Consider issues paper.)
October 20—p.m.
□ Continued consideration of issues paper.
□ Financial Reporting and Changing Prices: Foreign Currency Translation. (Consider comment letter to FASB.)
October 21—a.m.
□ Classification of Obligations that Are Callable by the Creditor. (Consider comment letter to FASB.)
The next scheduled meeting of the committee is December 8-10 in New York City.
Auditing Standards—The auditing standards board’s meeting scheduled for October 12-14 in New York City has
been cancelled.

Any change from these notices will be reported by the meetings telephone information service.
The number is 212/575-5694.

—
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Appeals Court Upholds IRS on Tax Accrual Workpapers — In a recent court case
of significance to CPAs, the Fifth Circuit Court of Appeals held that a public
company’s tax accrual workpapers, prepared in-house and shown to outside
accountants as part of their audit, are subject to a summons of the Internal Revenue
Service. In a split decision (U.S. v. El Paso Co., No. 81-2484), the court ruled that
the company, by giving independent auditors access to their tax accrual
workpapers, waived the attorney-client privilege that might have shielded those
papers from the IRS.

Subchapter S Legislation Pushed — According to Washington sources, passage of
legislation aimed at simplifying operations of Subchapter S Corporations seems
likely this year. On September 16, the House Ways and Means Committee ap
proved the measure, and the Treasury Department, which supports the bill,
appeared before the Senate Finance Committee recently to urge speedy action
on the matter.
Shelf Registration Extended — The Securities and Exchange Commission, at a
meeting earlier this month, extended for one year the so-called “shelf registration”
rule for bringing new securities to market. The rule, originally adopted last March,
was extended one year beyond its original expiration date of December 1 0 , 1982.
Finance Committee to Look at Flat-Rate Tax — The Senate Finance Committee will
study the flat-rate tax and other major tax reform proposals during hearings
September 27-29. The hearings will focus on proposals set forth for a flat-rate tax or
for a simplified income tax with lower rates and fewer exceptions from the general
rate, and on other suggestions such as a tax based on consumption rather than
income.

Rules Issued on Overstating Withholding — The IRS, in T.D. 7827, has issued
temporary and proposed rules implementing the new $500 penalty for overstating
exemptions from withholding on W-4 tax forms. Under the 1981 tax act, the penalty
was raised to $500 — from $50 — for situations in which an individual makes a
statement on wage withholding which decreases the amount of income taxes that
should be properly withheld.
Auditing Pronouncements for CPAs in Government — The Institute’s committee
on members in government has prepared a compendium of certain accounting
and auditing pronouncements of interest to CPAs in government. Copies are
available for $1 by contacting Marti Dillon in the Institute’s Washington office

(202/872-8190).
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ASB Exposes Draft
on Related Party
Transactions

The Institute’s auditing standards board will issue shortly an exposure draft of a
proposed statement on auditing standards entitled Related Party Transactions. The
proposed statement does not change the audit procedures that should be applied to
identify related parties and to understand transactions with those parties, and thus
it should not affect practice.

The proposed statement amends SAS no. 6, Related Party Transactions, in light
of the Financial Accounting Standards Board’s issuance of its Statement no. 57,
Related Party Disclosures, last March. The draft would remove guidance on
accounting considerations and disclosure standards that are now provided in SFAS
no. 57.
Comments on the draft will be due by January 2 1 , 1983, and should be directed
to the Institute’s auditing standards division. Copies of the draft will be available
shortly from the AICPA order department (212/575-6426).

MAS Committee
Ballots on Two
Statements

The Institute’s MAS executive committee is currently balloting on the issuance of
two final statements on standards for MAS entitled MAS Engagements and MAS
Consultations. The new statements are aimed at providing guidance to practitioners
in applying standards promulgated in SSMAS no. 1, Definitions and Standards for
MAS Practice.
The statements, if adopted, would be binding under the AICPA Rules of
Conduct and would complete a trio of fundamental pronouncements that the MAS
executive committee has agreed would replace some 50 pages of earlier, nonbinding
MAS material in volume 1 of AICPA Professional Standards.
The committee also, at the meeting, authorized the MAS education and
professional development subcommittee to update the MAS body of knowledge and
associated bibliographies, originally developed in an AICPA-sponsored study in
1974, for publication as an MAS practice aid.

AICPA Annual
Meeting Covers
Multitude of Areas

More than 2,000 CPAs, spouses and their guests attended the Institute’s 95th annual
meeting in Portland, Oregon, October 3-5. They participated in a wide range of
technical meetings as well as sampling Oregon’s cultural and social attractions.
The first official function was the meeting of council on Saturday, October 2
(see page 3). The annual business meeting, chaired by outgoing chairman George D.
Anderson, was called to order on Monday morning. Special achievement awards
were presented during the meeting, including the AICPA Gold Medal for
Distinguished Service. The winners of Sells Awards granted to those CPA
candidates achieving the highest grade totals on the Uniform CPA Examination
were introduced as were the foreign and other guests of the Institute.
Among the guest speakers during the next two days were
□ Charles A. Bowsher, U.S. Comptroller General, who spoke on the General
Accounting Office and the accounting profession.
□ Dr. Barry Asmus, a well-known supply side economist.
□ Fred Graham, CBS news law correspondent and well-known television
journalist.

New this year were four mini-conferences which focused on accounting and
auditing, MAP, federal taxation and MAS.
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1981-82 AICPA
Annual Report
Issued

Continuing the policy begun last year, the Institute’s 1981-82 annual report is
included as a supplement to the October Journal of Accountancy. Outgoing
Institute chairman George D. Anderson and AICPA president Philip B. Chenok, in
their message to members, cite the efforts made this year “to improve services and
benefits to all our members.” One major step noted was the creation of a new
executive position, Vice President—Local Practitioner Activities—which had been
proposed by the special committee on small and medium-sized firms. Staffed by
Robert D. Miller, the post “affords greater recognition to needs and concerns of
local firms.”
Other matters commented upon were greater participation by nonpractitioners,
especially due to the efforts of the Institute’s industry committee and the members
in government committee. Also cited was the operational review of the Institute’s
continuing professional education division which included recommendations to
give this area “an expanded business/marketing orientation.” Other areas men
tioned are the work of the special committee on accounting standards overload and
the proposal to expand dues paying membership in the Institute’s federal tax
division. Another step includes the impaneling of a future issues committee to
study “what the public expects from CPAs and how the CPA’s professional
responsibilities may be changing.”
“We believe,” concludes the message, “the progress made in recent years in
strengthening the Institute will enable us to meet the challenges of the future as a
profession united by a continuing commitment to quality.”
A limited number of copies of the report are also available free from the AICPA
order department (212/575-6426).

Council Elects
AICPA Officers
and Directors

Rholan E. Larson of Minnesota moved up to chairman of the board when council
elected Bernard Z. Lee, Texas, as vice chairman at its October 2 meeting. Mr. Larson
is managing partner of Larson, Allen, Weishair & Co. and Mr. Lee is managing
partner of Seidman and Seidman.
The new vice presidents for 1982-83 are Thomas L. Holton, chairman and chief
executive officer of Peat, Marwick, Mitchell & Co. (New York); Sybil C. Mobley,
School of Business Administration, Florida A&M University and Willis A. Smith,
vice president, accounting and reporting, CPC International, Inc. (New Jersey).
William B. Keast, vice chairman, Coopers & Lybrand (New York) was reelected
treasurer.
Also, the following were elected to the board of directors for three years: Gerald
W. Hepp, Michigan; Glenn Ingram, Jr., Illinois; W. Ian A. McConnachie, Wash
ington, and Thomas C. Pryor, New York.

1983 Nominations
Committees
Elected

Council also elected members of the Institute’s nominations committee and those
for the division for CPA firms. They are
AICPA—George D. Anderson, Montana (chairman); J. Michael Cook*, Florida;
James Don Edwards, Georgia; Merle S. Elliott*, Maryland; Walter E. Hanson*, New
York; Bruce J. Harper, Texas. Also, Irving Hoffman*, D.C.; Robert A. Mellin*,
California; Bert N. Mitchell, New York; Jerome P. Solomon*, Mass. and Gary J.
Wolfe*, North Carolina.
Those indicated by (*) will also serve as the division for CPA firms nominating
committee, with Mr. Elliott as chairman, for the purpose of proposing members of
the executive committee for the private companies practice section and the SEC
practice section.
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Council Meeting
Highlights

Reports of the future issues committee and the special committee to study the
structure of the Institute’s annual meeting were among the key areas discussed at
the AICPA council meeting held in Portland, Oregon, on October 2.

Chairman Richard S. Hickok, in presenting the future issues committee’s
preliminary report, stressed that its basic mission was to identify issues that can be
expected to confront the profession within the next 15 years and to spell out their
possible implications. Their effect on the responsibilities of the profession to the
public, clients and others may lead to consideration of whether a redefinition of the
AICPA’s mission may be necessary.
Among the areas tentatively identified by Mr. Hickok as being of possible
concern are increasing competition in public accounting services, changing
attitudes of regulatory bodies, government and the public, developments in
computer technology and specialization within the profession.
The final report of the annual meeting structure committee was given by
Rholan E. Larson, a committee member and incoming AICPA board chairman. In
general, the committee recommended that the annual meeting be continued, but on
a basis that will assure larger attendance and participation. A proposed new,
ongoing annual meeting committee would provide continuity of approach. Also,
the annual meeting would be expected to break even financially.
To implement these proposals, the committee recommends, among other
things, that the annual meeting be bracketed with noncompeting conferences
which attract members in their own right, that an exhibit area for national
representatives of goods and services available to the profession be provided and
that certain changes be made in the program itself.
Here are some of the highlights of the meeting.
□ The budget for the 1982-83 year was approved. It anticipates revenues of $57.7
million and expenses of $55.1 million.
□ Council heard a report from Leroy Livermore, a member of the industry
committee, who reviewed the recent activities of this committee which included
the appointment of a subcommittee to evaluate and recommend programs for
industry members, such as the development of an annual national conference
for CPAs and the encouragement of appointment of more industry members to
committees, council and the board of directors. The issue of mandatory CPE for
industry members was also discussed.
□ Herman J. Lowe, incoming chairman of the professional ethics executive
committee, reported on the status of the Joint Ethics Enforcement Program and
discussed several ways in which the program’s efficiency and operations could
be improved.
□ New directly elected council members were installed and members-at-large were
elected as were the 1982-83 AICPA officers, directors, national review board
members and nominations committees for the Institute and the division for CPA
firms (see separate stories).
The following were elected to three-year terms as members of the national
review board: Ben W. Brannon, Georgia; William S. Carter, Pennsylvania;
Robert A. Liberty, Washington; and Miles H. Locketz, Minnesota.
Also, Benjamin E. Cohen, Conn., was elected to complete the term (fall 1982)
of Robert D. Miller who has become a staff vice president. Dallas Bradford, Utah,
will fill the vacancy created by the resignation of Robert Hazen whose term
expires in 1983.

At the open forum during which council members were invited to raise
questions or make comments, Patrick J. Knipe of Florida reported that Florida plans
to implement a 150-hour education requirement in 1983 as originally proposed. He
urged that the Institute work on nationwide implementation of such a requirement.
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May 1982 Sells
Award Winners
Announced

For the May 1982 Uniform CPA Examination, 65,537 candidates completed a total
of 239,087 papers — both new records for May examinations.
The winner of the Sells Gold Medal, given for the highest grade total on the
examination, was Michael A. Wildish of Arlington, Virginia. A graduate of the
University of Virginia, he has been with Price Waterhouse in Washington, D.C.,
since August.
Susan B. Mills of Greensboro, North Carolina, was the winner of Sells Silver
Medal, the second highest award. A graduate of the University of North Carolina at
Greensboro, she is currently a staff accountant at Barker Ward & Co. in Greensboro.
The Sells Bronze Medal for the third highest grade total was won by Walter L.
Gess of Kihei, Hawaii. A graduate of the University of Hawaii at Manoa, he is
presently a staff accountant with Coopers and Lybrand in their Maui office.
In addition, 102 certificates with high distinction are being awarded. The
presentation of the Sells Award Medals was made in conjunction with the
Institute’s annual meeting. Also, the Sells Medals for the November 1981
examinations were awarded (see May 10 Letter).

FASB Issues
Statement on
Mortgage Banking
Activities

The Financial Accounting Standards Board recently issued a statement establishing
accounting and reporting standards for mortgage banking activities, such as costs of
processing mortgage loans, sales of mortgage loans, and recognition of related fees.
SFAS no. 65, Accounting for Certain Mortgage Banking Activities, is part of the
board’s project to extract the specialized accounting principles from guides and
statements of position issued by the AICPA.
The statement requires that mortgage loans and mortgage-backed securities
held for sale be reported at the lower of cost or market value. “The statement also
establishes accounting and reporting standards for different kinds of loan and
commitment fees,” according to FASB Practice Fellow Blake E. Devitt, manager of
the project. “Loan origination fees are recognized as revenue when the loan is
made. Loan commitment fees ordinarily are recognized when the mortgage is sold
to a permanent investor, such as an insurance company or a pension fund.”
The provisions of the statement relating to the reporting of mortgage loans and
mortgage-backed securities are effective for financial statements issued for fiscal
years beginning after December 1 5 , 1982. The remaining provisions are effective for
transactions entered into after December 3 1 , 1982.
For further information, contact the FASB, Order Department, High Ridge Park,
Stamford, Conn. 06905.

NASBA Holds
Annual Meeting;
Elects New Officers

More than 300 participants and spouses attended the National Association of State
Boards of Accountancy’s 75th annual meeting in San Diego, California, on
September 12-15. The three-day series of meetings focused on effective regulation of
the profession, and drew state board members from almost every state.
Speakers included incoming AICPA chairman Rholan E. Larson; Richard B.
Spohn, director of the department of consumer affairs in California; Dennis F.
Culver, president of the Canadian Institute of Chartered Accountants; and Algis K.
Augustine, publisher of Discipline, a newsletter on professional regulation, and
former chief regulatory officer in Illinois.
The following officers for 1982-83 were also elected: President — Robert L.
Block, partner, Laventhol & Horwath, Seattle, Washington; President-Elect —
C. Hunter Jones, partner, Mitchell, Wiggins & Co., Richmond, Virginia; Vice
Presidents — Robert E. Billings, partner, Arthur Young & Company, Los Angeles;
Floyd L. Costerisan, partner, Maner Costerisan & Ellis, Lansing, Michigan; and
Sandra A. Suran, partner, Suran & Company, Portland, Oregon. Reelected treasurer
was Stephen E. Pascarella, Pascarella and Trench, Providence, Rhode Island. A.
Leighton Platt succeeded to the office of immediate past president.
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Exposure Draft on
Interim Statements
Draws Record
Response

The approximately 850 responses to the accounting and review services
committee’s exposure draft, Computer-Prepared Interim Financial Statements, are
believed to be a record for comments on an AICPA technical draft. This seems to
indicate that the subject is important to the membership and that the newly
instituted self-mailer form which simplified the reply procedure has been effective.
(More than 78 percent of the respondents used the form.)
The committee is now analyzing the responses and will pay particular
attention to the rationale of the expressed views. The respondents who opposed
any exemption from SSARS 1 for computer-prepared interim financial statements
outnumbered those in favor by approximately 50 percent.

Auditing Standards
Board Highlights

At its special meeting on September 28, the Institute’s auditing standards board
agreed to ballot on issuance of an exposure draft of a proposed SAS entitled
Materiality and Audit Risk in Conducting an Audit. The draft would provide
guidance on the auditor’s considerations of materiality and audit risk when
planning and performing an examination of financial statements in accordance
with generally accepted auditing standards.
In other actions, the board deferred a decision to issue an exposure draft of the
proposed SAS entitled Reporting When One Basic Financial Statement is Audited.
The draft would require the auditor to disclaim an opinion on the financial
statements he did not audit and report accordingly on the financial statements he
did audit when those financial statements are presented together.

AICPA Awards Two
Doctoral Grants

Two doctoral candidates have received grants-in-aid totaling $16,100 in connection
with their dissertations in accounting. The total amount budgeted for grants in the
1982-83 academic year is $37,500, and additional recipients will be announced
next spring. The recipients are:
□ David M. Maloney, University of Illinois at Urbana-Champaign, $8,400. Topic: A
Study of the Association of the Investment Tax Credit with Investment
Spending.
□ Barbara Taylor, Texas Tech University, $7,700. Topic: The Potential Impact of
Graphic Formatting on the Reliability of Financial Reporting.

1982 ALPHABETICAL LIST OF MEMBERS TO BE AVAILABLE THIS FALL
A new directory which lists the names and ad
dresses of all members as they appeared in
AICPA records as of July 31, 1982, will be ready
for distribution later this fall. The directory is
available to AICPA members, banks, and other
organizations and persons that may need it for
reference purposes.
Each entry in the directory includes the mem
ber’s name and address and the year of admis
sion to membership. Titles of nonpracticing
members are shown, if available.
AICPA members who wish to order the 1982
Membership Directory are requested to do so
now so that we may more accurately estimate
printing needs. A charge of $16 ($20 for non
members) has been set to recover part of the

preparation, printing and mailing costs.
To order, please return this form with your
check to the AICPA order department.
member’s name
firm
address
city

state

zip

□ 1982 Membership Directory $16.00

¼

Add 8 % sales tax in N.Y.C. Elsewhere in New York state
add 4% state tax plus local tax if applicable.
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Washington Briefs

Disagreement Splits Senate Panel on Flat Tax — The Senate Finance Committee
held hearings late last month to study the flat-rate tax and other major tax reform
proposals. Committee members and witnesses voiced varying opinions on ways to
improve the current tax system. Two expert witnesses, John E. Chapoton, Assistant
Secretary of the Treasury for Tax Policy, and Alice M. Rivlin, the economist heading
the Congressional Budget Office, both warned that a switch to a single-tax rate
could involve a major shift in the tax burden to middle-income taxpayers. Senator
Robert Dole (R-Kan.), committee chairman, said recently that Congress would not
address major tax proposals before 1985. However, at the hearing, he left the way
open for smaller steps to broaden the taxable income base and reduce rates.
New Debt-Equity Rules to be Issued — The IRS will issue “substantially softened”
debt-equity rules in final form in 30 to 60 days, according to David Glickman,
Deputy Assistant Treasury Secretary for Tax Legislation. Speaking at the Institute’s
Small Business Tax Equity Conference last month, he said “you will find a
substantial softening of our position,” while not clarifying exactly how the rules
will be changed to accommodate small business.

SEC Issues Bulletin on Oil Exchange Offers — The staff of the SEC recently issued
an accounting bulletin (SAB no. 47) to express its views on the preparation of
financial statements for oil and gas exchange offers. It contains staff views on
applying commission rules for oil and gas producing activities, particularly with
respect to determining future net revenues.

Bill to Repeal 30 Percent Withholding Tax — A bill (H.R. 4618) was recently
introduced to repeal the current 30 percent withholding tax on interest received by
foreign investors on certain U.S. portfolio investments. The bill is presently
pending in the House Ways and Means Committee with no action scheduled.
Washington sources see little likelihood of action this session.
Rules Issued on Foreign Investment in U.S. Realty — The IRS, in T.D. 7832, issued
temporary regulations on the taxation of foreign investments in U.S. real property
interests. The rules deal mainly with requirements for filing information returns,
but also focus on methods for establishing that a corporation is not a U.S. real
property holding corporation.
AICPA Board Member Named to Trade Advisory Committee — President Reagan
has announced his intention to name Barbara Hackman Franklin, an AICPA board
member, to the Advisory Committee for Trade Negotiations. The group is the chief
private sector advisory committee on trade policy for the President.
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Integrity and
Responsibility
Stressed by
Chairmen

In their speeches at the Institute’s annual meeting earlier this month, both the
Institute’s incoming and outgoing chairmen said that CPAs must work together in
these difficult economic times and look toward the future. Noting that in five years
the AICPA will celebrate its 100th birthday, outgoing chairman George D. Anderson
said “we, as a profession, must retain our resiliency and be able to demonstrate the
services we perform are of a meaningful nature to our clients and are in the public
interest.” He added that maturity brings responsibility and that we must continue
to assure the maintenance of quality in our practices. “We cannot afford
mediocrity,” he said, “as that would spell disaster. Standards must be maintained
through strengthening our ethics enforcement and by improving the division for
firms and peer review.”
In his inaugural remarks, incoming Chairman Rholan E. Larson said, “We must
not throw away the efforts of recent years by weakening our resolve.” He added,
“We must face these difficult times with integrity — the thing we have going in the
profession.” He emphasized that it encompasses every facet of the profession and
requires more than simple compliance with a set of rules. “We must always act on
the basis of what is fitting and proper where issues are unclear and parameters
uncertain,” he said. Mr. Larson also pointed out the need to recognize that
“member interests will only be served if we truly serve the public interest.”
Both men cited the progress made during the past year and the issues facing
the profession — including the proposal that membership in the Institute’s federal
tax division be expanded. Both also noted the efforts made by the division for CPA
firms and the progress made in the area of representing the various interests of
different segments of the Institutes membership.
Outgoing Chairman Anderson added that the “greatest resource of this
organization is you, the members.” He said that the amount of time and effort put
forth by AICPA members “for the betterment of our profession is incredible.”
Incoming Chairman Larson, in concluding his speech, said that the profession
“must be able to face the tough questions — and answer with honesty that the
resolves we made in the midseventies have become credible actions when the chips
are down.”

Chetkovich Honored The accounting profession’s highest award, the AICPA Gold Medal for Dis
at Annual Meeting
tinguished Service, was awarded to Michael N. Chetkovich, former managing
partner of Deloitte Haskins & Sells and former chairman of the Institute (1976-77),
at the AICPA’s annual meeting earlier this month.
Now a Director of External Affairs, University of California at Berkeley, and a
lecturer at its Business School, Mr. Chetkovich has held numerous high posts in
accounting organizations. A leader in the movement to harmonize accounting
standards among developed countries, he was the U.S. delegate on international
coordinating committees. He also served with such organizations as the American
Accounting Association and the Institute of Internal Auditors. Mr. Chetkovich has
served in both the New York and California state societies of CPAs before achieving
the top AICPA position.
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AICPA Supports
Restraints on FTC

During the Institute’s annual business meeting in Portland, Oregon, earlier this
month, a resolution was introduced from the floor which urged the AICPA to join
with other professional organizations in current efforts to restrict the power and
authority of the Federal Trade Commission in regulating learned professions that
are licensed by state legislatures.
Specifically, the resolution cited legislation that has been introduced in both
houses of Congress which would curtail such authority.
The resolution was passed by voice vote.
During the discussion prior to the vote, Chairman George D. Anderson noted
that the federal government executive committee has sent a letter to the bill’s chief
sponsors pointing out the Institute’s advocacy of self-regulation and stating the
committee’s support for the pending legislation.

Recent AICPA
Publications

Index to Accounting and Auditing Technical Pronouncements — This updated
publication shows what technical pronouncements may bear on certain practice
situations. It covers all technical standards and semiauthoritative material issued
by the AICPA, FASB and SEC in effect as of July 1 , 1982. Price is $12; $9.60 to
members.
Accounting Trends and Techniques, 1982 Edition — The latest edition of this
reference shows what accounting and reporting techniques were used in 1981 and
early 1982 annual reports of 600 companies. The survey includes more than 1,000
examples of current practice and numerous tables. Price is $42; $33.60 to members.

Financial Report Survey 24: Illustrations of Foreign Currency Translation — This
book presents examples and analyses of accounting for foreign currency transac
tions and translating foreign currency financial statements. It presents 104 excerpts
from recently published financial statements — all of which illustrate the applica
tion of SFAS no. 52. Price is $9.50, with usual discounts.
Accounting in Action — Formerly titled New Guides for the Professional Accoun
tant, this book, the Fall 1982 edition, presents 12 major articles specially selected
from the past year’s Journal of Accountancy on the basis of their practical value and
current interest. Price is $7.50; $6 to members.
All above publications are available from the AICPA order department

(212/575-6426).

Applicants Sought
for OCC Fellowship
Program

The Office of the Comptroller of the Currency is now accepting applications for its
Accounting Fellowship Program. One candidate will be selected to begin the twoyear term sometime between December 1982 and February 1983. The candidate
should have a minimum of five years public accounting experience with an
understanding of bank accounting and be a CPA.
Copies of the announcement describing the program and additional informa
tion are available by contacting Zane Blackburn, Director, Bank Accounting
Division (202/447-0471) at the Comptroller of the Currency, Washington, D.C.
20219.
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FASB Exposes
Draft on Thrift
Mergers: Sets
Hearings. . .

As expected, the Financial Accounting Standards Board recently issued an
exposure draft on accounting for certain acquisitions of banking or thrift
institutions. The proposal deals with business combinations accounted for by the
purchase method and would require shorter amortization periods for goodwill
recognized in certain acquisitions of commercial banks, savings and loan
associations, mutual savings banks, credit unions and other such depository
institutions.
The draft would require that if the fair value of liabilities assumed exceeds the
fair value of “identifiable assets” acquired in the purchase of a banking or thrift
institution, that excess generally would be amortized to expense in the same
manner and over the same period as any write-down to fair value of the interestbearing assets acquired would be amortized to income. The draft also would
require that financial assistance granted to an enterprise by a regulatory authority
in connection with a business combination be accounted for as part of the
combination if receipt is probable and the amount is reasonably estimable.
Comments on the proposal are due by December 7. The draft will be the basis
for a public hearing on December 13-14 at the Westchester Marriott Hotel in
Tarrytown, New York.
For further information, contact the FASB, High Ridge Park, Stamford, Conn.
06905.

. . . And Exposes
Draft on Reporting
of Debt

The FASB also exposed a draft of a proposed statement entitled Extinguishment of
Debt and the Offsetting of Restricted Assets Against Related Debt. The draft would
clarify that debt is extinguished when the debtor’s obligation to the creditor has
been satisfied and there is no continuing or contingent recourse to the debtor with
respect to the debt.
The proposed statement also would require that certain assets — cash and
direct obligations and instruments guaranteed by the U.S. government — that have
been placed in an irrevocable trust solely for use in satisfying specific debt shall be
offset against the debt in the debtor’s balance sheet. In such circumstances, the
interest income from such assets and the interest expense for the debt shall be
reported net of operations.
Comments on the draft are due by December 13. Copies of the draft are
available from the FASB (address above).

Draft on Omitted
Procedures to Be
Exposed

The Institute’s auditing standards board will issue shortly an exposure draft of a
proposed statement on auditing standards entitled Consideration of Omitted
Procedures After the Report Date. It provides guidance on the procedures and
considerations an auditor should follow when he concludes, subsequent to the date
of his report on audited financial statements, that one or more auditing procedures
considered necessary in the circumstances were omitted from his examination of
the financial statements.
The draft would require that, on concluding that a necessary audit procedure
was omitted from his examination, the auditor assess the importance of the omitted
procedure “to his present ability to support his previously expressed opinion on
the financial statements taken as a whole.” If the auditor concludes that the
omission materially affects his present ability to support his opinion, the proposed
SAS would require that he promptly undertake to apply the omitted procedure or
alternative procedures that would provide a satisfactory basis for his opinion.
Further guidance is provided for instances when the auditor is unable to apply
the omitted procedures or alternative procedures.
Comments on the draft are due by March 1 , 1983, and should be directed to the
Institute’s auditing standards division. Copies of the draft will be available in early
November from the AICPA order department on written request.
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SOPs to Be Issued
on Financial
Feasibility Studies;
Reinsurance

The Institute’s auditing standards division will issue shortly the following two
statements of position, which will be published in a forthcoming issue of the
Journal of Accountancy:

Upcoming
Conferences

International Tax — The second annual Conference on International Taxation,
sponsored by the Institute’s CPE division, will be held November 17-19 at the
Westin Miyako Hotel in San Francisco. It is aimed at tax practitioners engaged in
international tax practice at various levels, including those needing to improve
their international tax skills as well as those in corporate tax departments. The
program will deal with current tax laws, cases, regulations and rulings pertaining
to international taxation and their practical applications. Fee is $350.

□ The SOP entitled Report on a Financial Feasibility Study supplements the
AICPA’s Guide for a Review of a Financial Forecast. Prepared by the financial
forecasts and projections task force, the statement illustrates an expanded form
of report that an accountant might use when the procedures applied in
conducting a financial feasibility study exceed those that would pertain solely
to a review of a financial forecast.
□ The SOP entitled Auditing Property and Liability Reinsurance supplements the
AICPA’s Audits of Fire and Casualty Companies and presents guidance
regarding internal accounting controls and auditing procedures for property and
liability reinsurance and accident and health reinsurance. The SOP covers ceded
reinsurance, assumed reinsurance and reinsurance transacted through brokers or
other intermediaries.
Copies of the SOPs will be available shortly from the AICPA order department
(212/575-6426) at $2.25 each.

National Banking — The Seventh National Conference on Banking is set for
December 2-3 at the Capital Hilton Hotel in Washington, D.C. The program will
focus on current accounting and auditing issues affecting bank financial state
ments. Major topics include mergers and acquisitions, emerging issues likely to
affect banks, update on tax planning and uses of microcomputers in banking.
Keynote speakers include William M. Isaac, chairman, Federal Deposit Insurance
Corporation, and C. T. Conover, comptroller of the currency. Fee is $350.

For further information, contact the AICPA meetings department (212/575-6451).

Use of AICPA
Toll-Free Numbers
Clarified

Since their installation about 15 months ago, the AICPA’s toll-free telephone
numbers have enabled the technical information service and the library to provide
much more extensive service to the membership. There appears to be some
misunderstanding, however, on the part of some members as to how this service
can be used. These numbers should be used only for technical assistance on
accounting and auditing questions or for library services.
Because these are separate lines, callers cannot be transferred to other
departments and the volume of calls precludes relaying messages to other
departments. Telephone calls other than for these specific areas should be directed
to the AICPA’s main number, 212/575-6200, or to the direct line of the staff member
or department involved. The toll-free numbers for the specified services are:
Library —
United States: (800) 223-4155
New York State only: (800) 522-5434
Technical Information Service —
United States: (800) 223-4158
New York State only: (800) 522-5430
Cooperation in this matter will enhance the Institute’s ability to provide timely
service on all inquiries.
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Paper on
Simplified Lifo
Sent to FASB

The Institute’s accounting standards executive committee recently sent an issues
paper entitled The Acceptability of “Simplified Lifo” for Financial Reporting
Purposes to the Financial Accounting Standards Board.
The Internal Revenue Service designed simplified Lifo principally to allow
small companies to use this inventory method for tax purposes by permitting them
to use specified government price (external) indexes in determining the carrying
amounts of their inventories. The IRS regulations generally allow taxpayers to use
only 80 percent of the change in these indexes. Certain small companies — those
with average annual sales for the prior three years of less than $2 million —
however, are permitted to use 100 percent.
The issues paper contains the following advisory conclusions:

□ Simplified Lifo using 100 percent of the external index should be considered
acceptable for financial reporting purposes unless it is apparent that the external
index structure and its application do not reflect a company’s experience.
□ Simplified Lifo using 80 percent of the external index should not be considered
acceptable for financial reporting purposes.
□ If an enterprise uses simplified Lifo for tax purposes and another acceptable
inventory method for financial reporting purposes that does not violate the Lifo
conformity requirement, the effect of the difference should be accounted for as a
timing difference under APB Opinion 11.
Copies of the issues paper are available at $2.50 each from the AICPA order
department (212/575-6426).

Proposed Guide Set The Institute will issue shortly an exposure draft entitled Proposed Guide: Personal
on Personal
Financial Statements — Compilation, Review and Audit. It provides guidance on
Financial Statements the scope of work and form of report for an audit, review or compilation of personal
financial statements prepared in conformity with the accounting provisions of
Statement of Position 82-1, Accounting and Financial Reporting for Personal
Financial Statements. SOP 82-1, which recommends the use of estimated current
value as the basis of measurement in personal financial statements, is included in
the exposure draft as Appendix 5.
The proposed guide was developed by a task force composed of representatives
from the accounting and review services committee, the auditing standards board
and the personal financial statements committee (the group that developed the
accounting guidance in SOP 82-1).
The proposed guidance has an engagement orientation. The guide first
discusses matters that are common to all personal financial statements; the
following are some examples:
□ The decision to accept a prospective client.
□ Reaching an understanding with the client regarding the type of service to be
rendered.
□ The gathering of relevant information for the preparation of personal financial
statements.

The guide then discusses the application of current professional standards to
engagements to compile, review or audit personal financial statements that present
assets at their estimated current values and liabilities at their estimated current
amounts.
Finally, the guide discusses reporting on personal financial statements and
provides numerous compilation, review and audit report illustrations.
Comments on the draft are due by February 1 , 1983, and should be directed to
the Institute’s auditing standards division. Copies of the draft will be available
shortly from the AICPA order department on written request.
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Washington Briefs

Subchapter S Bill Signed By President — On October 19 President Reagan signed
into law a bill (H.R. 6055) aimed at simplifying operations of Subchapter S
corporations. Washington sources expected the bill to be signed into law, due to
support by the Treasury Department. Also, a bill (H.R. 6056) which makes technical
corrections to the latest tax law was passed by the Senate and returned to the House
for additional consideration.
Warning Issued on Abusive Tax Shelters — “Caution! Participating in abusive tax
shelters can be hazardous to your wealth.” This was the sum of the message to
taxpayers from IRS Commissioner Roscoe L. Egger, speaking at Congressional
hearings last month. Testifying on abusive tax shelters, he said that the IRS is
moving vigorously against such shelters, adding that the IRS is examining some
300,000 tax returns for civil liability as part of its new program in this area.
Bill to Delay Lifo Recapture to President — Congress also cleared for the President
a bill (H.R. 4717) which grants a one-year delay in the requirement that firms using
Lifo repay their tax savings when liquidating their inventories. A provision of a bill
entitled the “Miscellaneous Revenue Bill of 1982” would apply the recapture rule
to liquidation plans adopted after 1981 and before 1983 only to the extent that the
amount of the Lifo reserve to be recaptured is greater than $1 million.
Gold Is Not Silver — In a new Revenue Ruling (Rev. Rul. 82-166), the IRS has said
that an investor’s exchange of appreciated gold bullion for silver bullion of equal
value is not an exchange of like-kind property. The IRS said the two metals are
“intrinsically different and primarily used in different ways.” This most recent
Revenue Ruling is contrary to one issued in a private letter ruling some three years
ago.
Temporary Regulations on Pension Withholding Issued — The Treasury Depart
ment recently issued temporary regulations relating to withholding from pensions,
annuities and certain other deferred income. The regulations, in question and
answer form, provide guidance for payors and payees preparing to comply with
provisions of the recently passed tax act (TEFRA). For further information, see the
October 14 Federal Register.
SEC Withdraws Liability Proposal — At an open meeting October 14, the SEC
withdrew a proposal made in April 1980 that would have limited the liability of
accountants for reports on unaudited supplementary financial information on oil
and gas reserves and the impact of inflation.
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Murphy Named
Vice President-CPE

Effective November 1, Thomas J. Murphy was appointed to the AICPA’s newly
created position of vice president-continuing professional education. The position,
created to meet an increasing need for an expanded business and marketing
orientation in this area, was one of the specific recommendations of the
independent consultants who recently studied the Institute’s CPE and publications
operations.
Until recently, Mr. Murphy was president of CBS School Publishing, a major
publisher of textbooks in New York. Previously, he was with McGraw-Hill Inc. as
marketing director of its Webster division.

Rex Cruse, managing director-CPE, will continue his responsibilities for
developing and implementing CPE programs, reporting to Mr. Murphy.

AICPA Members
to Ballot on
Solicitation Change

A membership referendum is now in process to amend Rule 502 on advertising and
other forms of solicitation. The amendment would add to Rule 502 the sentence,
“Solicitation by the use of coercion, overreaching or harassing conduct is
prohibited.” The mail ballot was approved by council at its meeting last Spring (see
May 24 Letter).
Accompanying each ballot, which was mailed November 5, were a statement of
the background, the text of the proposed change and a summary of the pro and con
arguments. To become effective, the proposal must be approved by two-thirds of the
members voting. Ballots must be received by January 5 , 1983, and the authenticat
ing card must be signed and returned with the ballot.

The Institute’s management advisory services division has approved two statements
MAS Statements
on Engagements and on standards for MAS entitled MAS Engagements and MAS Consultations. The two
Consultations Set
statements, which are binding under the AICPA Rules of Conduct, are aimed at
providing guidance to practitioners in applying standards promulgated in SSMAS 1,

Definitions and Standards for MAS Practice.
Both SSMAS 2 on engagements and SSMAS 3 on consultations deal with the
nature of these MAS activities, planning and supervision, sufficient relevant data,
the role of the practitioner, client understanding, client benefit and communication
of results. These statements are effective for MAS consultations and MAS
engagements occurring or undertaken after May 1 , 1983.
Copies of both statements will be available shortly from the AICPA order
department at $1.60 each on written request.

Institute Committee
Members Sought

Members who wish to volunteer for one of the approximately six hundred AICPA
committee openings that are expected to become available starting in October 1983,
should write to Ms. Torny Berntsen at the AICPA. She will provide a list of
committees, approximate time commitment and a biographical form which will
supply the necessary information for consideration by the incoming chairman of
the board. To be considered for the 1983-84 committee year, the bio form should be
returned by February 1 5 , 1983. See the supplement to this issue of the Letter for
questions and answers about committee service.
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FASB Issues
Two Statements
on Real Estate
Accounting. . .

The Financial Accounting Standards Board recently issued two statements dealing
with real estate accounting. Both statements—SFAS no. 66, Accounting for Sales of
Real Estate, and SFAS no. 67, Accounting for Costs and Initial Rental Operations of
Real Estate Projects—are part of the board’s project to extract the specialized
accounting principles from guides and statements of position issued by the AICPA.
SFAS no. 66 establishes accounting standards for when and how profit on sales
of real estate should be recognized. For retail land sales to be accounted for under
the full accrual method, the statement requires that the real estate seller’s
receivables from land sales be collectible and that the seller have no significant
remaining obligations for construction or development. Unless these conditions are
met, the sales are reported under the percentage-of-completion or the installment
methods of accounting.
SFAS no. 67 establishes accounting and reporting standards for acquisition,
development, construction, selling and rental costs associated with real estate
projects. It establishes which costs associated with these activities should be
capitalized in a real estate project.
Both statements are effective for costs incurred and for real estate transactions
entered into after December 31, 1982. For information on these statements, contact
the FASB, Order Department, High Ridge Park, Stamford, Conn. 06905.
In other board matters, a special seven-member task force has been named to
advise the FASB on development of a plan to provide timely guidance for
implementation of accounting standards and on emerging issues having important
financial implications. Chairing the group is Robert C. Thompson, vice presidentfinance, Shell Oil Company. Also, George D. Anderson, immediate past board
chairman of the AICPA, is a member of the task force.

. . . And Issues
Statement on
R&D; Draft on Tax
Bases Reduction

When a company’s research and development activities are funded by other parties,
the nature of the obligation incurred by the company shall determine whether
those activities should be accounted for as a liability or as a contract. So says the
FASB in its recently released Statement no. 68, Research and Development
Arrangements. The statement says that the enterprise must determine whether it is
obligated only to perform contractual research and development for others or is
otherwise obligated. To the extent that the enterprise is obligated to repay the other
parties, it records a liability and charges R&D costs to expense as incurred.
Significant terms of the agreements are to be disclosed as of the date of each
balance sheet presented.
The statement is effective for R&D arrangements entered into after December
31, 1982, with earlier application encouraged. Retroactive restatement of previously
issued financial statements is not required.
The board, in other actions, released an exposure draft on accounting for the
reduction in the tax basis of an asset made under the provisions of the recently
passed tax act (TEFRA). According to FASB Practice Fellow Steven P. Johnson, the
board concluded that the reduction in the tax basis of an asset caused by the
investment tax credit has an effect similar to a timing difference in income tax
expense. Therefore, the proposal would require companies that use the flow
through method for recognizing investment tax credits to provide deferred taxes on
the reduction. The resulting deferred tax credit would then be amortized to income
tax expense over the asset’s life. Comments on the draft are due by December 27,
1982.
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IS THE INCOMING CHAIRMAN OF THE BOARD’S APPOINTMENT
OF A MEMBER TO A COMMITTEE FINAL?
No. Each year a certain number of declinations are received from appointees for various reasons. The incoming
chairman of the board must then make subsequent appointments. Also, the AICPA bylaws provide that certain
committees and boards are designated as “senior” and that appointments to them by the incoming chairman of the
board require the approval of the board of directors.

HOW LONG CAN A MEMBER SERVE ON A COMMITTEE?
Committee appointments are for a one-year term. Committee members who make a positive contribution to the
committee’s work are usually offered reappointment for two additional consecutive one-year terms. In general,
members may not serve on a committee more than three years unless the member is subsequently appointed chairman
of the committee. A committee chairman normally serves for three one-year terms regardless of prior service.

HOW MANY NEW COMMITTEE APPOINTMENTS ARE MADE DURING A COMMITTEE YEAR?
The figure is about 600 but varies since not all members eligible for reappointment can serve. In general, about
one-third of each committee is newly appointed in a committee year. Also, new committees may be formed during the
committee year and existing committees can be increased or decreased in size as the committee’s workload requires.

In addition to committees, subcommittees and boards, there are also task forces on which members can serve. A
task force appointed to undertake a specific project terminates on the completion of its assignments. It may be entirely
or partially composed of members of the related committee or may be composed entirely of other persons. A task force
is appointed by and reports to the chairman of the related committees.

WHEN WILL A CANDIDATE KNOW IF HE OR SHE HAS BEEN APPOINTED TO A COMMITTEE?
Invitation letters are usually sent in late July asking if the member can serve on the committee for the committee
year beginning in October. The member is requested to complete and return an acceptance form within ten days.

CAN A MEMBER SERVE ON MORE THAN ONE COMMITTEE AT THE SAME TIME?
Yes. However, such service is generally discouraged because of the burden of time which service on even one
AICPA committee usually imposes, the limited number of positions and the large number of candidates.

WILL A CANDIDATE WHO IS NOT APPOINTED TO A COMMITTEE BE NOTIFIED?
Yes, but only after the committee or committees in which the candidate has expressed an interest are finally in
place. Since a candidate who was not initially appointed may be reconsidered for service on a committee if there is a
declination by another candidate, notices may not be sent until just prior to or even just after the new committee year.

DOES NONAPPOINTMENT PRECLUDE CONSIDERATION FOR FUTURE SERVICE?
No. All biographical information on a candidate expressing interest in committee service is maintained in the data
bank for three years. This information is provided to each incoming chairman of the board for the next two committee
appointment sessions. It can be changed during that time. At the end of the third year, the candidate will be sent a new
bio form for updating if the candidate still wishes to be considered for committee service. The updated information
will be maintained in the data bank for three additional years.

ARE EXPENSES INCURRED FOR COMMITTEE SERVICE REIMBURSABLE?
Council of the Institute has adopted a policy that allows reimbursement of actual expenses up to a per diem
maximum for members whose attendance at a committee meeting would cause significant disruption to the
professional practice, business or other activities in which they are involved.

HOW CAN MEMBERS LEARN WHO HAVE BEEN APPOINTED TO COMMITTEES?
Each fall a Committee Handbook is prepared listing each committee, its objective and its membership for the new
committee year. A copy is sent to all AICPA council members, to every state CPA society president and executive
director and to each committee member. Copies are also available to all other interested parties who write to the order
department of the AICPA.
If you are interested in becoming a candidate for institute committee work you are encouraged to write to the
committee appointments coordinator at the AICPA for a list of committees and their objectives, approximate time
commitment and a biographical information form.
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QUESTIONS AND ANSWERS ABOUT AICPA COMMITTEE APPOINTMENTS
In May or June of each year, the AICPA vice chairman, who will be next year’s chairman, selects members for
appointment to committees and boards of the Institute for a one-year term to commence after the Institute’s annual
meeting in October. Because of the large number of Institute committees and boards (presently involving over 1600
members) and the large number of members interested in participating in committee work, formal procedures have
been established to assist the incoming chairman in the committee appointment process.
The questions set out below are those typically asked by interested members.

WHAT ARE BENEFITS AND RESPONSIBILITIES OF MEMBERSHIP ON INSTITUTE COMMITTEES?
Committee membership combines opportunity with responsibility. A committee member has the opportunity to
work with fellow professionals on challenging assignments and to enhance his or her professional stature. A
committee member has the responsibility to exert his or her best efforts to achieve the objectives of the committee by
participating at meetings and completing assignments.

WHEN DOES THE COMMITTEE APPOINTMENT PROCESS BEGIN?
Immediately after the Institute’s annual meeting nominees are sought for appointment to committees for the
following committee year. A long lead time is needed to seek new committee candidates, evaluate present committee
members, forward the information gathered to the incoming chairman of the board for review, invite appointees to
serve and to prepare and publish a committee handbook for the new committee year.

HOW ARE CANDIDATES SOUGHT FOR COMMITTEE SERVICE?
A notice is published in The CPA Letter notifying members that the Institute is seeking qualified candidates for

committee service and inviting any interested member to write for further information.
Also, letters seeking recommendation for committee service are mailed to all AICPA council members; to all state
CPA society executive directors for mailing to their boards of directors, officers and committee chairmen; to all firms
with over 50 AICPA members; to associations of CPA firms and to professional organizations of CPAs. Included with
the letter is a listing of each committee, subcommittee and board, its objective, size, any current major projects and the
estimated number of meetings expected to be held during the committee year and biographical information forms. The
form asks for current specialized experience, occupational category, state CPA society or state board of accountancy
activity and the AICPA committee or committees in which the candidate has an interest.

WHEN IS THE DEADLINE FOR RETURNING BIOGRAPHICAL INFORMATION FORMS?
Although forms can be returned any time, candidates for committee service for the committee year beginning in
October must return their biographical forms to the Institute by the preceding February 15th. This permits time for the
information to be coordinated and evaluated prior to an appointment session held in early June. During this time, the
bio information is put into a data bank and sorted by committee. Current committee members are evaluated by the
committee chairmen and by the AICPA staff aide who works with the committee. These evaluations assist the
incoming chairman of the board to determine whether the committee member with less than three years’ service
should be reappointed for an additional one-year term.
Candidates who return their forms after February 15th will be considered in the following year or if an opening
occurs on a committee in which they have expressed an interest, during the committee year.

HOW DOES THE INCOMING CHAIRMAN OF THE BOARD APPOINT MEMBERS TO COMMITTEES?
After all recommendations and evaluations are included in the computer data bank, the information is sorted by
committee and submitted to the incoming chairman of the board for review several weeks prior to the committee
appointment session. In evaluating committee appointments, the incoming chairman of the board also considers the
geographical and firm size balance of the committee while reviewing candidates’ qualifications.
The committee appointment session is usually held in late May or early June to permit time for prompt notice for
possible declinations by appointees and to permit replacement appointments. Because of the large number of
committees which must be considered, the session usually lasts for two days. AICPA vice presidents and division
directors are present at the time committees in their areas of responsibility are being considered. They can then
respond to the incoming chairman of the board’s questions as to committee programs and effectiveness.
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Recent AcSEC
Actions

At its October 19-21 meeting, the Institute’s accounting standards executive
committee approved for final issuance a statement of position, Accounting for
Dollar Repurchase-Dollar Reverse Repurchase Agreements by Sellers-Borrowers,
subject to review by the Financial Accounting Standards Board. It also approved
letters of comment on two proposed FASB Statements, Financial Reporting and
Changing Prices: Foreign Currency Translation and Classification of Obligations
That Are Callable by the Creditor; both of which were issued this fall.

AICPA Member
Expelled; Another
Admonished

On August 6 , 1982, a hearing panel of the Joint Trial Board Division’s Regional Trial
Board X voted to expel Monroe Nagle of Margate, New Jersey, from membership in
the New Jersey Society of CPAs and the AICPA for violating the NJCPA’s Rules of
Professional Conduct and the AICPA’s bylaws. The violations involved the
respondent’s failure to respond to written interrogatories of the Institute’s
professional ethics division in its disciplinary investigation of him.
Mr. Nagle was notified by registered mail that the hearing would be held but he
was not present at the hearing. He was provided with a copy of the hearing
transcript and the panel’s decision and was advised of his right to request a review
of the decision within 30 days. He did not request a review and the decision
therefore became effective on September 5 , 1982.
At a meeting of a hearing panel of Regional Trial Board VII on August 1 3 , 1982,
Burnie L. Brewer, Jr., of Indianapolis, Indiana, was found guilty of violating the
technical standards rules of the Indiana Society of CPAs and the AICPA in
connection with his examinations and reports on the financial statements of a
client.
The hearing panel admonished Mr. Brewer for failing to adhere to the
profession’s standards and directed that he complete 60 Hours of continuing
professional education in selected areas within one year of the hearing panel’s
decision. If he does not, the panel reserved the right to reconvene in order to
determine what further sanctions might be appropriate.
Mr. Brewer, who was present at the hearing, did not request a review of the
decision and it therefore became effective on September 1 2 , 1982.

NOTICE OF AICPA PUBLIC MEETINGS
Accounting and Review Services
An open meeting of the accounting and review services committee will be held in New York in the
AICPA boardroom on December 6 (8:30 a.m. to 5:00 p.m.) and December 7 (9:00 a.m. to 1:00 p.m.).
The agenda follows:
December 6—
□ Computer-Prepared Interim Financial Statements. (Report of task force.)
□ Reporting on Prospective Financial Statements. (Discussion of preliminary draft.)
December 7—
□ Personal Financial Statements Audit Guide—Proposed Compilation and Review Sections.
(Consider draft for exposure.)
□ Task Force Appointments and Revision of Operating Policies.

Auditing Standards
The auditing standards board will hold an open meeting on December 1-2 in New York City at a site
to be determined. The meeting will run from 9:00 a.m. to 5:00 p.m. each day. The agenda will be
reported by the meetings telephone information service.

Changes from this notice will be reported by the meetings telephone information service.
The number is 212/575-5694.
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Washington Briefs

SEC Acts on Accountants’ Independence —At an open meeting last month, the SEC
issued a proposal relating to its rule on independence of accountants. The proposal
would redefine the term “member” so that the rule would no longer apply to any
professional employee who isn’t involved in providing professional services to the
client or its affiliates and who isn’t a managerial employee located in the firm’s
office participating in a major portion of the audit. The SEC also, at the meeting,
agreed to a new policy of making public letters on independence questions and the
staff’s responses.

Bill to Delay Lifo Recapture Signed—On October 25, the President signed into law
H.R. 4717 (see October 25 Letter) which grants a one-year delay in the requirement
that firms using Lifo repay their tax savings when liquidating their inventories.
Interest Rate on Tax Payments to Drop—Effective January 1, the annual interest rate
charged on tax underpayments and overpayments will drop from 20 to 16 percent,
according to a recent IRS release (IR-82-117). The rate on the underpayment of
individual and corporate estimated taxes will also be 16 percent at that time.

Regulations Expected on New Withholding Rules—The 1982 Tax Act (TEFRA)
provides for a 10 percent withholding of tax on certain interest and dividend
payments beginning next July 1. Amounts withheld will be allowed as a credit
against federal income tax, in a manner similar to wage withholding. The Treasury
Department is expected to issue the first set of regulations in the early part of this
month with additional regulations slated for early next year. In a speech last month,
IRS Commissioner Roscoe Egger said he expected the regulations to be out “around
the end of this month.”
SBA Offers Toll-Free Advice —The Small Business Administration began last month
to offer a toll-free information line for small businesses. The 800 line, known as
“Answer Desk,” will be manned from 8:30 a.m. to 6:00 p.m. each weekday by the
SBA’s Office of Advocacy, and will answer questions, provide information, and
help callers with small business problems. The number for the SBA Answer Desk is
(800) 368-5855; in Washington, D.C., the number is 653-7561.
SEC Names Goelzer as General Counsel—Daniel L. Goelzer, executive assistant to
SEC Chairman John S. R. Shad, has been named the agency’s general counsel,
replacing Edward F. Greene, who resigned last month. Goelzer is believed to be the
first attorney and CPA appointed to the agency’s top legal position.
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Draft on Audit Risk
and Materiality to
Be Exposed

The Institute’s auditing standards board will issue shortly an exposure draft of a
proposed statement on auditing standards entitled Materiality and Audit Risk in
Conducting an Audit. It provides guidance on the auditor’s consideration of
materiality and audit risk in planning the nature, timing and extent of audit
procedures and in the evaluation of the results of those procedures. The proposed
SAS would establish the following requirements, among others:
□ That the auditor use a preliminary estimate of materiality for the financial
statements taken as a whole to plan audit procedures that can be expected to
provide sufficient evidential matter to support a reasonable evaluation of the
extent of error in the statements.
□ That the auditor consider to what extent audit risk needs to be limited through
the performance of substantive tests after assessing related inherent and control
risks.
The draft also includes a requirement relating to aggregation of errors when the
auditor evaluates whether the financial statements are materially misstated.
Because of the significance of the draft, a five-month comment period has been
set. Comments are due by May 2 , 1983, and should be directed to the Institute’s
auditing standards division. Copies of the draft will be available in early December
from the AICPA order department on written request.

ASD Sends FASB
Paper on Capital
Accumulation
Plans

A task force of the AICPA’s accounting standards division has sent to the Financial
Accounting Standards Board its issues paper, Accounting for Employee Capital
Accumulation Plans. The 195-page document, prepared by the task force on APB
Opinion 25, is a reconsideration of current accounting practices for employee
capital accumulation plans such as those granting incentive stock options, stock
appreciation rights and performance units. It explores issues related to measuring
and recognizing services received and used up under such plans.
The paper identifies the events that occur under new types of plans not
covered by present guidance and explores the effects of those events and the
current literature on accounting for such events. It also identifies issues raised by
ambiguities and seeks solutions.
Copies of the paper can be obtained from Paul Rosenfield, director of
accounting standards, at the AICPA.

IASC Exposes Draft
on Borrowing Costs

The International Accounting Standards Committee recently released for comment
its Exposure Draft 24, Capitalisation of Borrowing Costs. The draft deals with the
capitalization of borrowing costs in the financial statements of enterprises. It would
require each enterprise to adopt a policy relating to the capitalization or non
capitalization of borrowing costs, set out disclosure requirements and set out the
requirements to be followed in the event that the enterprise elects to follow the
capitalization approach.
Comments on the draft are due by April 3 0 , 1983, and should be directed to
Paul Rosenfield at the AICPA. Copies of the draft may be obtained free of charge
from the AICPA order department upon written request.

— 2 —

Deadline for
Disability Income
Plan Is January 1

Institute members wishing to begin or increase their coverage under the AICPA
Long Term Disability Income Plan are reminded that the cutoff date is January 1.
Material on the plan has been mailed to all members. The plan is available to
virtually all members of the Institute—those in public practice, private industry,
government, education or elsewhere employed. Special features of the plan include
□ Monthly disability income benefit payments ranging from $500 to $3,000 for
total disabilities caused by either sickness or accident.
□ Disability benefits that may be paid for life after a 26-week waiting period if
disability occurs before age 50 (payments up to 65 if incurred at age 50 or over).
□ A voluntary rehabilitation program under which an insured CPA may return to
work while receiving reduced benefits. Training and education expenses are
included.
For further information, contact Rollins Burdick Hunter Co., 605 Third Avenue,
New York, N.Y. 10158 (800/221-4722: in New York, collect at 212/661-9000—
extension 382).

AICPA Member
Expelled; Another
Suspended

The AICPA bylaws provide that membership in the Institute shall be terminated
without a hearing should there be filed with the secretary a final judgment of
conviction imposed upon any member for filing a false or fraudulent income tax
return on his or a client’s behalf.
On October 7 , 1982, the membership of Wayne L. Frantz of Hawley,
Pennsylvania, was terminated following receipt by the secretary of a judgment of
conviction, on his plea of guilty, of filing a false income tax return.
The Institute’s bylaws also provide that a membership shall be suspended without a
hearing should a member’s certificate as a certified public accountant be suspended
as a disciplinary measure by any governmental authority.
The membership of Herman VandenBroek of Bellingham, Washington, has
been suspended from May 2 8 , 1982 to January 1 , 1983, coincident with the
suspension of his CPA certificate by the Washington State Board of Accountancy for
practicing public accounting without a valid license.

NAA Initiates
Framework Project
for Management
Accounting

The National Association of Accountants issued earlier this month its Statement of
Management Accounting 1B, Objectives of Management Accounting, which, for the
first time, delineates the role of the management accountant. Part of a long-term
project to develop a framework for management accounting, the statement defines
the responsibilities of and specifies the primary activities of management
accountants. Statement of Management Accounting 1A, issued last March, dealt
with definitions of management accounting.
Somewhat similar in scope to the Financial Accounting Standards Board’s
conceptual framework project for financial reporting and accounting, the NAA’s
project will consist of future statements, including a code of professional ethics. “I
believe the NAA’s objectives statement will similarly provide a constitution to
guide management accountants,” said an FASB spokesman who attended the press
conference at which the new statement was announced.
For further information, contact the NAA, 919 Third Avenue, New York, N.Y.
10022 (212/754-9764).
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FASB Issues
Tentative
Conclusions on
Pensions

Net pension liability would have to appear on the balance sheet of employers
sponsoring defined benefit pension plans for U.S. employers. This is one of the
tentative conclusions in a paper recently issued by the Financial Accounting
Standards Board, which presents the board’s preliminary views on employers’
accounting for pensions and other postemployment benefits. It includes proposals
for changes in accounting for such benefits.
The paper, according to FASB Project Manager Timothy S. Lucas, contains
tentative answers on questions raised in the board’s discussion memorandum
issued in February 1981 and in the subsequent public hearings in July 1981.
The proposals include the employer’s use of two balance sheet elements—net
pension liability and the intangible asset, which would arise when plan
amendments give credit for prior service. The proposals also include accounting for
postemployment health and life insurance.
The next step, added Lucas, is an invitation to comment on the relevant issues,
expected in the first quarter of 1983, and then public hearings in the third quarter.
In other board matters, the board, at its meeting last month, decided not to
issue a statement on the accounting and reporting of tax lease transactions that are
solely the sale or purchase of tax benefits and to drop the project from their
technical agenda. The decision, said the FASB, was principally motivated by the
changes to the safe-harbor leasing provisions in this year’s tax act (TEFRA).

NCGA Exposes
Draft on Pension
Reporting; Sets
Hearings

The National Council on Governmental Accounting recently issued an exposure
draft of a proposed statement on pension accounting and reporting for public
employee retirement systems and state and local government employer entities. If
approved, the statement would replace Interpretation 4, Accounting and Financial
Reporting for Public Employee Retirement Systems and Pension Trust Funds,
issued last December. The draft calls for the following financial statement
presentations:
□ Investments at book value with parenthetical disclosure of market value.
□ Actuarial present value of credited projected benefits.
□ Disclosure of certain historical trend information.
Comments on the draft are due by February 1 , 1983. The NCGA plans to hold
public hearings in early February on the matters covered by the draft in both New
York and San Francisco.
In another matter, the NCGA has also issued a discussion memorandum on
budgetary reporting in state and local governments, which is aimed at soliciting
comments on issues regarding governmental budgetary reporting. Comments are
due by January 2 , 1983.
For further information, contact the NCGA, 180 North Michigan Avenue, Suite
800, Chicago, Illinois 60601.

Doctoral
Fellowships
Awarded to
Minority Faculty

Four minority faculty members have been accepted for doctoral fellowships for the
1982-83 academic year in a program sponsored by the AICPA. The recipients, all
receiving $7,500 grants, are
□ Quinton Booker of Jackson State University, Jackson, Mississippi, attending
Mississippi State University.
□ Gwendolyn J. Highsmith of North Carolina A&T State University, Greensboro,
attending the University of Houston.
□ Joyce M. Holley of Texas Southern University, Houston, attending the University
of Houston.
□ Priscilla D. Slade of Jackson State University, Jackson, Mississippi, attending the
University of Texas at Austin.
The program is aimed at helping the minority accounting faculty of developing
institutions pursue doctoral study.
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Additional Taxes
Seen for Next Year

Congress will put together another revenue-raising package next year—in the same
manner as this year—in order to offset projected federal budget deficits, unless
President Reagan threatens to veto the legislation. This was the message Senator
Bob Packwood (R-Ore.), a member of the Senate Finance Committee, brought to the
Institute’s conference on federal taxes, held last month in Washington, D.C.
The Senator said that the federal deficit will run as high as $200 billion over
the next several years, regardless of the $100 billion in revenue increases included
in this year’s tax act (TEFRA). Packwood claimed to have “serious misgivings”
concerning deficits of this size, while forgoing further tax increases.
The list of tax increases the Senator supports includes larger items such as
dropping the third year of the individual tax cuts, enacting a broad energy tax and
eliminating the indexing provision of the 1981 tax act, which has not gone into
effect yet.
The balance of the conference focused on 1982 in perspective, with discussions
of major tax changes during the year and their implications. Other topics discussed
included estate and gift tax planning and abusive tax shelters.

Recent AICPA
Publications

The fourth annual report to the AICPA board of directors by the auditing standards
advisory council concludes that the methods and procedures of the auditing
standards board are effective and that the board has diligently and effectively
fulfilled its responsibilities in developing auditing standards. Copies of the full
report may be obtained without charge by writing to Edward Gehl at the AICPA.
A User’s Guide to Understanding Audits and Auditors’ Reports—This guide is
aimed at clarifying the significance of the audit process for clients and explains the
purposes, principles, techniques and procedures involved in the audit of a business
entity and the resulting auditors’ report. Price is $1.
EDP Engagements: Systems Planning and General Design (Technical Consulting
Practice Aids No. 1)—This MAS practice aid presents data and guidance on
systems planning and general systems design and explains how these activities are
carried out in typical engagement situations. Price is $3.50; $2.80 to members.

Financial Report Survey 25: Illustrations of Accounting for Innovative Financing
Arrangements— This book presents examples and illustrations of certain types of
financing arrangements by debtor companies, some illustrating the applications of
SFAS no. 47. It presents 43 examples from recently published financial statements.
Price is $9.50, with usual discounts.

Above publications are available from the AICPA order department (212/575-6426).
The most recent program in the CPA Video Journal series is no. 23, Effective Staff
Utilization: A Report Based on a Session at the 1982 Small Firm Conference, in
which three practitioners discuss staff motivation and creation of a firm
environment to encourage efficiency. For further information, contact Teresa
Zimmerer at the AICPA (212/575-5573).

CPE Tax Act
Program Available

A CPE program dealing with the various aspects of the Tax Equity and Fiscal
Responsibility Act of 1982 is now available. A “Special Edition” videotape
program, conducted by Sidney Kess, who has authored many of the Institute’s other
tax programs, is a two-hour presentation focusing on the changes made in the new
act and their effect on individuals and corporations. It consists of written materials
which may be reproduced for a firm’s in-house use and a videotape lecture.
The “Special Edition” may be obtained directly from the state societies or by
contacting the Institute’s CPE division (212/575-6231) for $350 (no returns for this
program).
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Statement on
Special-Purpose
Reports Issued

The Institute’s auditing standards board will issue shortly Statement on Auditing
Standards no. 44, Special-Purpose Reports on Internal Accounting Control at
Service Organizations. The statement provides guidance on the independent
auditor’s use of a special-purpose report on certain aspects of internal accounting
control of an organization providing certain services to a client whose financial
organization he has been engaged to examine. Special-purpose reports might be
useful in examining the financial statements of a client using accounting or
custodial services provided by organizations such as EDP data processing service
centers and bank trust departments.
The statement would require that, when a client uses certain services provided
by a service organization, the auditor consider the division of accounting and
control functions between the client organization and the service organization.

SAS no. 44 is effective for examinations of financial statements for periods
beginning after December 31, 1982.
Copies of the statement will be available in early December at $1.60 each from
the AICPA order department on written request.

Conference Set on
Professional
Incorporation

A conference on professional incorporation and alternatives for lawyers and CPAs
after the new tax act (TEFRA) will be held January 20-21, 1983, at the St. Francis
Hotel in San Francisco. Sponsored jointly by the AICPA and the ALI-ABA, the
conference will focus on the advantages of professional incorporation and the
changes brought about by the new legislation. Lawyers and CPAs qualified in
employee benefit planning will provide practical guidance and suggestions to both
incorporated and unincorporated firms.
For further information, contact Roseanne Beni at the AICPA (212/575-5476).

NOTICE OF AICPA PUBLIC MEETINGS
Accounting Standards
The accounting standards executive committee will hold an open meeting in the AICPA boardroom, New
York, on December 8-10 starting at 9:00 a.m. each day. The agenda follows:
December 8—a.m.
□ Prospective Financial Statements. (Consider proposed guide for exposure.)
December 8—p.m.
□ Prospective Financial Statements. (Continued from a.m.)
□ Accounting for Certain Acquisitions of Banking or Thrift Institutions. (Consider comment letter.)
□ Bank Audit Guide. (Consider proposed transition and effective date).
December 9—a.m.
□ Reporting by Transferors for Transfers of Receivables with Recourse. (Consider revised comment
letter.)
□ Anticipating Investment Income of Insurance Companies. (Consider issues paper.)
December 9—p.m.
□ Anticipating Investment Income of Insurance Companies. (Continued from a.m.)
□ Lifo Inventory Problems. (Report of task force.)
D ecem ber 10— a.m .

□ Extinguishment of Debt and the Offsetting of Restricted Assets Against Related Debt. (Consider
comment letter.)
Federal Taxation
An open meeting of the federal taxation executive committee will be held at the Marriott Hotel, Newport
Beach, California, on December 12 starting at 1:30 p.m. and on December 15 starting at 9:00 a.m. The
agenda will be reported by the telephone information service.
Changes from these notices will be reported by the meetings telephone information service.
The number is 212/575-5694.
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Washington Briefs

Regulations Issued on New Withholding Rules—The IRS has issued temporary
regulations on the 10 percent withholding of tax on certain interest and dividend
payments beginning next July 1. The regulations permit financial institutions to
forgo withholding from any account earning less than $150 per year.
Social Security Wage Base Set—The Social Security Administration recently
announced that effective January 1, $35,700 of an individual's earnings would be
subject to the payroll tax, up from $32,400 this year. Since the tax rate paid by
employers and employees remains at 6.7 percent, the maximum tax payable by an
employee will rise to $2,391.90. The new wage base for 1983 will also apply to the
self-employed, whose tax rate is 9.35 percent.
Miscellaneous Revenue, Debt Collection Bills Signed—Late last month, President
Reagan signed into law two tax measures passed prior to Congress’ October 1
recess. These are the Miscellaneous Revenue Act of 1982 (P.L. 97-362) and the Debt
Collection Act of 1982 (P.L. 97-365). Among other things, the former bill delays for
one year the effective date of the Lifo reserve recapture rules of the Crude Oil
Windfall Profit Tax Act of 1980. The latter act requires federal agencies to obtain
taxpayer identification numbers from loan applicants and permits the IRS to
disclose any outstanding tax liabilities of such applicants to the lending agencies.
Corporate Tax Reform to Be Studied—A study of recent proposals on the tax
treatment of corporations and shareholders is to be undertaken by the staffs of the
Senate Finance Committee and Joint Committee on Taxation. The study will focus
on areas such as mergers, acquisitions and net operating losses.
Proposals on S&L Accounting Postponed—Both the Federal Deposit Insurance
Corporation and the Federal Home Loan Bank Board recently delayed action on
proposals to require thrift institutions to report certain mortgages and other assets
at current value—known as “mark-to-market” accounting. FHLBB Richard Pratt
said that historical cost accounting “has many inadequacies” for financial
statement reporting, and alternative solutions are being sought. “I encourage the
accounting profession to suggest recommendations for better accounting for S&Ls,”
he added. The AICPA previously had urged the FHLBB to take its lead on
accounting matters from the FASB and until the FASB has spoken, to require
financial statements giving effect to the mark-to-market process to clearly disclose
that they do not conform with generally accepted accounting principles.
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Board of Directors
Highlights

At its meeting on December 2-3, the Institute’s board of directors
□ Received a briefing from the AICPA’s vice president-Washington on the status of
matters of interest to the profession and how the new Congress might deal with
them.
□ In response to a resolution at the annual business meeting calling for the AICPA
to join in the current efforts to restrain the power and authority of the Federal
Trade Commission to regulate the learned professions, reaffirmed the Institute’s
support of the McClure Amendment to S 2499, Federal Tirade Commission
Amendments Act of 1982, which would effectively remove state-regulated
professions from FTC jurisdiction.
□ Authorized a letter to the division for CPA firms endorsing membership in the
division as an expression of commitment to quality. The board cautioned,
however, that the division should not engage in practice development programs
to attract clients to member firms at the expense of other members of the
Institute.
□ Reviewed a position paper of the strategic planning subcommittee of the
industry committee. The board reaffirmed that the AICPA should represent all
CPAs and endorsed the concept of exploring the Institute’s objectives as they
relate to industry members.
□ Reviewed a proposed final position report of the special committee on
accounting standards overload.
□ Received an interim report from the chairman of the special committee on
auditing standards structure.
□ Received a report as to the consideration being given to changes in the Code of
Professional Ethics based on experiences of the ethics division.

FTC Legislation
Moves Ahead

On December 1 , 1982, the House of Representatives passed the Luken/Lee
Amendment to the Federal Trade Commission Authorization Act of 1982 (H.R.
6995) which provides for an indefinite moratorium on FTC investigations and
rulemaking against any state-regulated profession, including CPAs, unless Congress
in the future enacts legislation expressly granting the FTC authority with respect to
the professions.
The Luken/Lee Amendment is the counterpart of the McClure Amendment to
the Federal Tra d e Commission Amendments Act of 1982 (S 2499) which received
endorsement of the AICPA’s federal government executive committee in March
1982. The McClure Amendment would exempt business practices of state-licensed
professionals, including CPAs, from FTC jurisdiction. It is the most comprehensive
restriction on FTC powers under active consideration in Congress.
Ultimately the two bills will be considered by a conference committee to
resolve differences between them. At its meeting on December 2, the Institute’s
board of directors reaffirmed AICPA support of the McClure Amendment (see
Highlights, above).
The FTC legislation has no effect on the requirement of the profession to abide
by the antitrust laws falling under the jurisdiction of the U.S. Department of
Justice. It was under these laws that the Justice Department challenged the
profession’s rules against advertising, solicitation, and competitive bidding.
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Disclosures for Oil
and Gas Producers
Consolidated

The Financial Accounting Standards Board has developed a single package on
financial disclosures by publicly owned oil and gas producers. Issued as SFAS no.
69, the statement is the culmination of efforts by the board to determine what
information should be supplied by oil and gas producers and how best to provide
that information at a reasonable cost. Nonpublic companies will now be exempt
from the specific requirements.
SFAS no. 69 supersedes the disclosure requirements of previous board
statements in this area. According to FASB Project Manager John M. Greeley, the
disclosure package will facilitate financial analysis by presenting useful data about
oil and gas producing activities in a concise manner.
The issuance of the statement follows a decision by the Securities and
Exchange Commission last February to abandon its effort to impose reserve
recognition accounting for oil and gas producers. The SEC also said at that time
that it would support an undertaking by the FASB to develop a comprehensive
disclosure package and plans to adopt the requirements of the new statement.
The statement is effective for fiscal years beginning on or after December 15,
1982. For information, contact the FASB, Order Department, High Ridge Park,
Stamford, Conn. 06905.
In other board actions, the FASB, at a meeting last month, tentatively decided
to issue a statement containing essentially the same requirements as its exposure
draft, Financial Reporting and Changing Prices: Foreign Currency Translation, of
last August. The statement is expected before year-end and will be effective for
fiscal years ending after December 15, 1982.
Also, an FASB task force has prepared background and specific questions
which have been issued as an Invitation to Comment on Timely Guidance on
Emerging Issues and Implementation of FASB Standards. The basic views being
sought are on the current effectiveness of the board in providing guidance on the
implementation of its standards and in responding to emerging issues. The
question is raised as to whether the FASB should rely on another organization to
develop such guidance in some circumstances.
Comments are requested by January 31, 1983, and free copies of the Invitation
to Comment are available from the FASB order department.

IASC Sets
Statements on
Revenue
Recognition:
Pensions

The International Accounting Standards Committee recently issued IAS 18,
Revenue Recognition, which deals with the timing of the recognition of revenue in
the income statements of enterprises. The statement focuses on recognizing revenue
arising in the course of such activities as the sale of goods, rendering of services
and the use by others of enterprise resources yielding interest, royalties and
dividends.
The IASC, in addition, will issue IAS 19, Accounting for Retirement Benefits in
the Financial Statements of Employers, in early January. The statement deals with
accounting for costs incurred by reporting enterprises of pensions and certain other
retirement benefits.
Copies of the papers may be obtained from the AICPA order department on
written request at prices to be determined.
Also, in another matter, the IASC board, as of January 1, will increase from 11 to
12 members with the addition of Italy. The body representing Italy will be the
Consiglio Nazionale dei Dottori Commercialisti.
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IRS Urges
Compliance with
Rev. Procs. 82-19
and 82-32

The IRS recently emphasized that Rev. Procs. 82-10 and 82-32 allow “automatic”
changes of accounting method for change to the reserve method for bad debts and
to the accrual method for vested vacation pay plans. The IRS will no longer process
these changes under Rev. Proc. 80-81 except for the few exceptions listed in the
other two revenue procedures. Hundreds of Forms 3115 on bad debts and vacation
pay which have not followed the two revenue procedures are still being received by
the National Office and are presumably being filed under 80-51.
It is not clear to the IRS whether the taxpayers (and their advisors) are unaware
of the applicable “automatic” procedure or whether they were filing under Rev.
Proc. 80-51 to avoid provisions of the “automatic” revenue procedure. For example,
Rev. Proc. 82-32 requires accruable vacation pay to be paid by the end of the
succeeding year. Some taxpayers whose plans allow carryover beyond the
succeeding year believe that filing outside Rev. Proc. 82-32 avoids the requirement.
However, the IRS inserts the statement “paid by the end of the succeeding year” in
all vacation pay responses, whether or not filed under 82-32. If a taxpayer wants to
go to conference over the issue, the fact should be highlighted in the Form 3115,
says the IRS.
Unless the reason for failure to follow the “automatic” Rev. Procs. is apparent
in the Form 3115, time and effort must be spent both by the IRS in returning the
deficient 3115’s and the taxpayer in correcting and resubmitting them. The Service
urges practitioners to follow the appropriate revenue procedure on all bad debt and
vacation pay changes.

FASB’s Advisory
Council Appoints
10; Reappoints 28

Ten new members have been appointed to one-year terms on the Financial
Accounting Standards Advisory Council, effective January 1. Twenty-eight members
were reappointed for additional one-year terms. The council consults with the
FASB on major policy, project priority and other technical matters, including task
force selection. The 38-member council is chaired by Paul Kolton, former chairman
of the American Stock Exchange.
AICPA President Philip B. Chenok was among those reappointed.

SUMMARY OF DRAFT OF REVISED BROKERAGE AUDIT GUIDE
The Institute’s stockbrokerage auditing subcommittee has prepared an exposure draft of a proposed audit guide
entitled Audits of Brokers and Dealers in Securities, which revises the 1973 edition and the related statement of
position. The revision was undertaken to reflect changes in industry practices and regulatory requirements during
recent years. It describes operations, accounting practices and regulatory requirements unique to the brokerage
industry, discusses unique aspects of the audit and illustrates the form and content of the financial statements and
auditor’s report. Key changes in the proposal include:
□ Discussion of the adoption of the FOCUSreport by the Securities and Exchange Commission which replaced the
“Answers to Financial Questionnaire” with GAAP financial statements and illustrative financial statements on
these and other SEC reporting requirements.
□ Prohibition against combining subordinated debt and shareholders’ equity in the statement of financial condition.
□ Discussion of government and money market instruments, and a recommendation that all future and forward
transactions be marked-to-market currently, with the effect recorded in current results of operations, and that the
gross amount of future and forward commitments be disclosed in the notes to the financial statements.
□ Expanded discussion of options and a recommendation that unlisted options be valued at fair value, as listed
options currently are valued.
□ A brief discussion of the Commodity Futures Trading Commission.
Also included are illustrative auditors’ reports on (a) internal accounting control, (b) required supplementary
information and (c) qualifications for a GAAP departure and a scope limitation in certain circumstances when the
financial statements include not readily marketable securities that are valued by management.
Comments on the draft are due by March 28, 1983, and should be directed to the Institute’s auditing standards
division. Copies of the draft will be available later this month from the AICPA order department on written request.
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Washington Briefs

Simplified Tax Form Announced—IRS Commissioner Roscoe L. Egger, Jr., recently
unveiled a new highly simplified income tax form for 1983. The 1040EZ is for
single taxpayers with one exemption and no dependents, and, according to the
commissioner, will be usable by some 20 million single taxpayers. The new form
will be included in the 1982 Form 1040A tax package, due out this month.
Standard Mileage Rate Deduction Unchanged—The IRS announced last month that
its optional standard mileage rate for automobiles used for business, charitable,
medical or moving expense purposes, will remain the same for 1982 as it was in
1981. That is, the standard rate for business use of a car stays at 20 cents per mile
for the first 15,000 miles, and 11 cents per mile thereafter.
Experimentation Urged on SFAS no. 52 Disclosures—The SEC, in a recent
interpretative release, urged publicly held companies to experiment with their
disclosures on foreign currency translations to give investors better information.
The release deals with disclosure considerations related to the Financial Account
ing Standards Board’s Statement no. 52 on transition provisions. The statement is
effective for fiscal years beginning on or after December 1 5 , 1982.

Fewer Enforcement Cases Involving Profession Seen—“The decline in the number
of enforcement cases against accountants is not a reflection of any softening of the
commission’s attitude,” SEC Commissioner Barbara S. Thomas said recently. In a
speech last month, the commissioner said that the SEC expects to see fewer audit
failures due to a number of “significant initiatives” taken by the accounting
profession to improve audit quality. Particularly cited were strengthening of
accounting and auditing standards setting, the effectiveness of the peer review
program, increased audit committees and improved internal control systems.
IRS to Drop Proposal on Deposits of Estimated Taxes—According to Treasury
Secretary Donald Regan, the IRS’s recent proposal requiring taxpayers to deposit
their estimated tax payments with a bank or other authorized financial institution
will be withdrawn.

Speakers Set for SEC Conference—The AICPA’s Tenth National Conference on
Current SEC Developments will be held January 11-13 at the Capital Hilton Hotel in
Washington, D.C. Speakers include Barbara S. Thomas, SEC commissioner;
A. Clarence Sampson, SEC chief accountant; and John M. Fedders and Lee B.
Spencer, Jr., SEC directors of the divisions of enforcement and corporation finance,
respectively. Fee is $350. Contact the AICPA meetings department.
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AcSEC Meeting
Highlights

At its December 8-10 meeting, the Institute’s accounting standards executive
committee took the following actions, among others:
□ Approved letters of comment to the FASB on two exposure drafts, Accounting
for Certain Acquisitions of Banking or Thrift Institutions and Reporting by
Transferors for Transfers of Receivables with Recourse.
□ Approved the effective date, transition and final issuance of the AICPA Industry
Audit Guide, Audits of Banks. Publication of the guide is expected in midFebruary.
□ Approved drafting a letter to the FASB on accounting by defined benefit pension
plans for the effects of future benefit increases.
□ Discussed the final report of the Institute’s special committee on accounting
standards overload and agreed to establish a task force to respond to
recommendations in the document.
□ Discussed the FASB’s recent Invitation to Comment paper, Timely Guidance on
Emerging Issues and Implementation of FASB Standards, and agreed to establish
a task force to respond to the document.

Recent ASB Actions

At its December 1-2 meeting, the Institute’s auditing standards board agreed that
criteria should be developed for issuing a “subject to” qualification based on the
probability of an adverse outcome and the materiality and variability of the
potential effects of the resolution of the uncertainty. The board also requested the
contingencies and reporting on uncertainties task force to consider clarifying the
application of the “subject to” qualification for going concern uncertainties and to
consider distinguishing between the “subject to” qualification for uncertainties and
the “except for” qualification for scope limitations.
The board also, at the meeting, agreed to drop its project on one basic financial
statement from its agenda due to lack of evidence of pronounced practice problems
and lack of requests for guidance in this area.

FASB Changes
Inflation Accounting
Requirements for
Some

As expected, the Financial Accounting Standards Board recently issued a statement
(SFAS no. 70) exempting some companies with significant foreign operations from
having to present historical cost information measured in units of constant
purchasing power as required under SFAS no. 33, Financial Reporting and
Changing Prices. The statement amends SFAS no. 33 on inflation reporting only for
companies measuring a major part of their operations in a currency other than the
U.S. dollar. SFAS no. 33 continues to apply to other companies.
The requirements in SFAS no. 70, Financial Reporting and Changing Prices:
Foreign Currency Translation, are generally similar to those in the exposure draft of
last August. Essentially, said FASB Project Manager Diana W. Kahn, the new
statement “reconciles the new foreign currency translation method adopted in
SFAS no. 52 with SFAS no. 33’s requirements.”
The statement is effective for fiscal years ending after December 15, 1982. For
information, contact the FASB, Order Department, High Ridge Park, Stamford,
Conn. 06905.
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FASB Issues
Statement for
Certain Regulated
Companies

The FASB also recently issued its Statement no. 71, Accounting for the Effects of
Certain Types of Regulation, which gives guidance for public utilities and certain
other rate-regulated companies in preparing general-purpose financial statements.
According to FASB Project Manager Paul R. LePage, the statement will not
cause major changes in accounting practice for most affected companies. The most
significant effect, he added, is that the statement “now requires these companies to
charge refunds to current income when they can be estimated instead of
retroactively adjusting income of the year in which the refunded amounts were
collected.” SFAS no. 71 also requires these companies to capitalize leases in the
same manner as nonregulated companies, LePage noted.
The statement is effective for fiscal years beginning after December 1 5 , 1983,
except for the standards applying to the capitalization of leases. For further
information, contact the FASB.

Draft on Interim
Statements
Withdrawn

At its meeting on December 6-7, the Institute’s accounting and review services
committee voted to withdraw its exposure draft of a proposed SSARS entitled
Computer-Prepared Interim Financial Statements. The draft had drawn approxi
mately 850 responses which is believed to be a record for comments on an AICPA
technical draft.
The comment letters received supported some committee members’ position
that the standard would have created a level of service lower than a compilation
and that such a service would not be in the best interest of the public. The
committee maintains that accountants’ reporting on financial statements of non
public entities should remain in the context of existing SSARS 1 standards.
In other actions, the committee advised the chairman to disband the task force
on review of one basic financial statement in light of the auditing standards board’s
recent action to drop its project in this area because of the apparent lack of need for
guidance (see p. 1).

Industry and
Interamerican
Conferences Set

The Eighth National Conference for CPAs in Industry will be held April 28-29,
1983, in Denver. Designed to meet the special interests of this portion of the
membership, the program will include Bevis Longstreth, SEC commissioner; James
J. Leisenring, director of research and technical activities at the Financial
Accounting Standards Board; and Philip B. Chenok, Institute president.
Concurrent sessions will focus on topics such as corporate applications of
microcomputers, internal management and accounting for pension funds, corporate
highlights of the 1982 tax act (TEFRA), cash management and estate planning for
corporate executives.
A brochure about the conference will be mailed in February to all AICPA
members in industry. Members in other sectors are also welcome at the conference.
For further information, contact the AICPA meetings department.
The Interamerican Accounting Association will hold two conferences next year: its
fifteenth Interamerican Accounting Conference in Rio de Janeiro, Brazil, on
September 11-14, and a second Interamerican Congress for the Accounting
Education Area in Sao Paulo, Brazil, on September 16-18. For further information,
contact Howard P. Keefe, Arthur Andersen & Co., 33 West Monroe St., Chicago,
Illinois 60603.
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IASC to Issue
At its meeting last month in London, the board of the International Accounting
Statement on
Standards Committee took the following actions:
Government Events; □ Agreed to publish a statement (IAS 20), Accounting for Government Grants and
Draft on Related
Disclosure of Government Assistance, to be available April 1. The statement
Parties
deals with accounting for the benefits from government assistance and
prescribes that government grants should not be included in income until there
is reasonable assurance that all conditions attached to the grants will be
complied with and the grants will be received.
□ Approved publication of Exposure Draft 25, Related Party Transactions, to be
available March 1. ED 25 proposes that if related party transactions occur, the
financial statements of an enterprise should disclose information identifying the
other parties, giving the nature of the relationships between the parties and the
effects of the transactions on the financial position.
The International Accounting Standards Committee was formed in 1973 to
formulate and promote worldwide acceptance of basic international accounting
standards. A board comprising representatives of 12 nations oversees the commit
tee’s actions.

IFAC Exposes One
Draft; Reissues
Second

The international auditing practices committee of the International Federation of
Accountants recently approved the issuance of an exposure draft, ED 16, Events
After the Balance Sheet Date, and the reissuance of another exposure draft, ED 12,
The Auditor’s Report on Financial Statements.
ED 16 discusses the auditor’s responsibility for events occurring after the
balance sheet date and also identifies the appropriate date of the auditor’s report.
ED 12 is being reissued because of significant changes made to the original
draft dated last February. The most important change is the presentation of a
uniform auditor’s report. “The committee has made an important step forward by
modifying ED 12 to suggest one uniform international unqualified auditor’s report,”
according to committee chairman Robert L. May.
Comments on ED 12 are due by April 3 0 , 1983, and on ED 16 by June 3 0 , 1983.
Copies of the drafts will be available shortly on written request from the AICPA
order department.
IFAC was established in 1977 by representatives of more than 50 nations with
the broad objective of developing a coordinated international accountancy
profession with harmonized standards. To further this, the group initiates and
guides efforts to achieve international, technical, ethical and educational guidelines
for the accounting profession and reciprocal recognition of qualifications for
practice.

Banker Elected
FAF President

William H. Dougherty, Jr., vice chairman, Southeast Banking Corporation, was
recently elected president of the Financial Accounting Foundation, effective
January 1, succeeding Russell E. Palmer, managing director and chief executive
officer of Touche Ross International. Palmer has served the maximum of two threeyear terms on the FAF’s board of trustees and has been president since 1980. The
foundation is the funding and general oversight body for the Financial Accounting
Standards Board, except for the board’s technical decisions.
Charles G. Steele, managing partner, Deloitte Haskins & Sells, was elected vice
chairman of the foundation, and Edus H. Warren, Jr., vice chairman, Capital
Research Corporation, was reelected secretary and treasurer.
New trustees, elected for three-year terms, are R. Leslie Ellis, group vice
president, Armstrong World Industries, and Duane R. Kullberg, chairman and chief
executive, Arthur Andersen & Co. AICPA Chairman Rholan E. Larson, managing
partner, Larson, Allen, Weishair & Co., will serve as trustee ex-officio during his
term of office.
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GASB Moves
Closer to Reality

The Financial Accounting Foundation recently reached a tentative understanding
with representatives of state and local governmental organizations on establishing a
governmental accounting standards board (GASB) under FAF oversight. The GASB
would be responsible for establishing accounting standards for state and local
governmental units.
The FAF “is prepared to move forward quickly with implementation of the
agreement,” said Russell E. Palmer, foundation president, once formal confirmation
of the understanding is received from the Municipal Finance Officers Association,
the National Association of State Auditors, Comptrollers and Treasurers and the
AICPA. President Philip B. Chenok said he expects AICPA confirmation shortly.
Implementation is also contingent on obtaining sufficient commitments for
funding the new body. Budget estimates are $1 million to $2 million annually.
Foundation trustees also approved a committee of FAF trustees to oversee
implementation of the agreement. It is expected that the GASB and its staff will be
located with the Financial Accounting Standards Board in Stamford, Connecticut.

Current Value
Accounting Urged
for Banks

Accounting rules for the banking industry should be revised to include some form
of modified current value approach. This was the message from two key bank
regulators—C. Todd Conover, U.S. comptroller of the currency, and William M.
Isaac, chairman of the Federal Deposit Insurance Corporation—speaking at the
Seventh AICPA National Conference on Banking held earlier this month in
Washington, D.C. “I urge you accountants to get on with (changing) it, because if
you don’t come up with a better system, we’ll do it for you,” warned Conover,
noting that the historical cost accounting method needs to be modified for banks.
Isaac added that bank regulators were dissatisfied with historical cost accounting
and that the FDIC would act if the profession, didn’t.
The Financial Accounting Standards Board currently is working on recognition
and measurement projects to determine the place for current value in financial
reporting.
Other speakers included Nancy H. Teeters, member, board of governors of the
Federal Reserve System, and Charles A. Oglebay, assistant chief accountant at the
SEC’s division of corporation finance.

Fedders Clarifies
Approach on SEC
Enforcement
Actions

“Law enforcement action where there is a failure to disclose illegal corporate or
management behavior is an important part of the effort against fraud by reporting
companies,” John M. Fedders, director of the SEC’s enforcement division, recently
said. In a major speech last month, Fedders spoke of the following “propositions”
regarding corporate failure to disclose illegal behavior in which the commission
should begin enforcement actions:
□ Failure to disclose unlawful conduct which violates traditional quantitative
standards o f materiality.
□ Failure to disclose self-dealing on conflict of interest transactions.
□ Failure to disclose information mandated by disclosure requirements of the SEC’s
rules for proxy materials, periodic reports or registration statements—par
ticularly as to director or senior officer conduct.
□ Untrue statements of material facts are made or statements made are rendered
misleading by omission of material facts.
Absent these circumstances, he added, “the commission generally should not
utilize the antifraud provisions of the securities laws when there is a failure to
disclose conduct which may be considered qualitatively material.”
In sum, Fedders said that in deciding whether to initiate an enforcement
action, “the touchstone is whether there is a substantial likelihood that a
reasonable investor would consider the information important enough to alter the
total mix of information made available.”

—
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Greater Cooperation The presidents of both the AICPA and the National Association of State Boards of
Urged at AICPAAccountancy urged greater cooperation between the two groups and between state
NASBA Conference boards of accountancy as a defense against regulatory challenges. Speaking at the
first national conference on regulation of the profession last month, AICPA
President Philip B. Chenok said he regarded current regulatory problems as
opportunities to improve the current mix of public and private regulation and that
effective state regulation can be preserved only if effective self-regulation can be
shown.
NASBA President Robert L. Block said that the present regulatory environment
has become increasingly turbulent, threatening the regulatory system.
The conference, jointly sponsored by the AICPA and NASBA, also included
panel discussions on restricting compilation reports to licensees of state boards of
accountancy, centralization of state licensing functions and the sunset review
process.
For further information on the conference, see the January 1983 Journal of
Accountancy.

SEC Accountant
Positions Open

The SEC’s division of enforcement is seeking applicants for staff accountant
positions at the GS-14 level ($41,277 to $53,661). Duties include reviewing
accounting, auditing and financial data with respect to investigations and other
enforcement activities.
Applicants must be CPAs with at least three years of professional auditing
experience with a firm with diversified industry expertise.
For further information, including application forms, contact Ms. Mason,
Office of Personnel, SEC, Judiciary Plaza, 450 Fifth Street, N.W., Washington, D.C.
20549 (202/272-2550) by January 14.

Highlights of Recent A listing of the highlights of technical standards issued in the past year is available,
Pronouncements
free, on written request, from the AICPA order department. The two-page listing,
Available
which has been published in the November issue of the Practicing CPA, cites the
principal features of FASB statements and interpretations, statements on auditing
standards, statements on accounting and review services and statements on
standards for management advisory services. Ask for Product no. 887209 from the
order department.

NOTICE OF AICPA PUBLIC MEETINGS
Auditing Standards
The auditing standards board will hold an open meeting at the Surfside Holiday Inn in Clearwater Beach, Florida, on
January 18 (8:30 a.m. to 5:00 p.m.), January 19 (9:00 a.m. to 5:00 p.m.) and January 20 (8:30 a.m. to 12:30 p.m.). The
agenda follows:
January 18— a.m. and p.m.
□ Study and Evaluation of Internal Accounting Control in EDP Systems. (Discussion of preliminary draft.)
January 19— a.m.
□ Lawyers’ Letters. (Consider draft for publication.)
□ Reporting of Condensed or Consolidated Statements on Municipalities. (Discussion of point outline.)
January 19— p.m.
□ Reporting on Condensed or Consolidated Statements of Municipalities. (Continuation of a.m. session.)
□ Financial Forecasts and Projections. (Discussion of preliminary draft.)
January 20— a.m.
□ Financial Forecasts and Projections. (Continuation.)
The next scheduled meetings of the ASB are on March 1-3 in New York and on April 19-21 in New York.

Changes from this notice will be reported by the meetings telephone information service.
The number is 212/575-5694.
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Delay in TEFRA Reporting Rules Mulled—The Senate, on December 16, passed
legislation to delay for six months the expanded information reporting require
ments imposed by this year’s tax act (TEFRA) on the financial industry. The
proposed delay would bring the effective date of the reporting requirements in line
with the effective date of withholding on interest and dividend income. Under the
act, the reporting requirements are effective January 1 , 1983, while withholding
does not take effect until July 1.
New Net Worth Certificate Program Begun—The Federal Home Loan Bank Board
recently adopted rules governing participation in the net worth certificate
assistance plan for savings and loan associations which was authorized by the
Garn-St. Germain Depository Institutions Amendments of 1982. According to
FHLBB Chairman Richard Pratt, about 285 savings associations will be eligible to
join the assistance program when the rules become effective on December 31.
More Temporary Rules Issued on Pension Withholding—Following up on the first
installment of temporary regulations on TEFRA’s pension withholding issued in
October, the IRS issued additional temporary regulations earlier this month. Among
other things, the new rules provide that payors incurring “undue hardship” in
complying with the withholding regulations by January 1 , 1983, can delay
compliance:
□ Until April 1, without prior IRS approval.
□ Until July 1, if the IRS approves a request filed by March 1.
Recommendations on Small Business Presented—The final report containing the
recommendations of the SEC Government-Business Forum on Small Business
Capital Formation was presented earlier this month to a joint House-Senate
committee hearing by SEC Commissioner John R. Evans. Many of the 37
recommendations, aimed at improving the climate for capital formation by small
business, involve changes in the tax code—such as in treatment of capital gains and
in changes in corporate tax' rates and brackets.
SEC Nepotism Rules Eased—Earlier this month the SEC scaled down a proposed
rule that would have required disclosure of transactions between officers of a
reporting company and family members to the first cousin level. The new version
applies only to immediate family. It also raised to $60,000 the amount above which
disclosure must be made. The rule is part of a package of planned revisions in the
commission’s corporate conflict-of-interest regulations.
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