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Report of the President

To THE MEMBERS OF THE

AMERICAN INSTITUTE OF ACCOUNTANTS

GENTLEMEN: A year ago—at Boston—we
met almost on the eve of the beginning of
the second half of this century. Less than
three months before the Boston meeting
another war against our ideals had broken
out—this time in Korea; and already we
had begun to feel the pinch of the eco-
nomic and other restrictions and controls
that seem to be inescapable characteris-
tics of armed conflict. Already we had be-
gun to revise our setup and program so
that we might assume and fully discharge
our obligations as a responsible and es-
sential element of the nation’s economic
system, and as an important, if not vital,
spoke in the wheel of defense.

Our national defense committee had
been re-activated in July, and the utmost
of our talents and efforts had been
pledged to those to whom the primary re-
sponsibility for defense had been assigned.
This meeting, originally scheduled to be
held in Washington, was moved to Atlan-
tic City, lest it inconvenience contractors
and others having to be in Washington on
defense business. Then, as a climax of our
emphasis upon defense, and in order to
afford our members the greatest possible
exposure to defense policies and plans, we
made defense the theme of this meeting,
and to that end have been able to bring
here as honored guests and speakers per-
haps the most distinguished array of gov-
ernment officials that has graced a meeting
of any organization up to this time, and
certainly the most distinguished group that
has ever occupied the platform at a meet-
ing of the Institute. As all of us know, the
burden of these gentlemen’s duties and re-
sponsibilities are so urgent that usually
they are at their desks when almost every-
body else has turned in for the night, and,
having taken the time to give us the bene-
fit of their time and intimate knowledge of
the nation’s defense effort, they will re-
turn to their offices to face the added bur-
den of having to increase their exertions
in order to dispose of the work that ac-
cumulates while they are here. I take this

opportunity, therefore, to assure these
gentlemen that we are not only honored
by their presence but also most grateful
to them for coming.

I would like to revert to the outbreak
of war in Korea: nations that owed their
very existence to our friendship and un-
reserved aid in earlier conflicts formed
new alliances and turned against us, just
as had happened so often in the past, and
that elusive condition of mankind, some-
times called “democracy,” became more
elusive than ever. Overnight, the hope of
peace in our time, already discouragingly
dim, became even more so—nor may it be
said that the outlook has changed for the
better during the year that has passed
since then. Indeed, the future seems more
uncertain today than ever, and all but the
unshakably faithful—of whom, unhappily,
all too few remain—seem to have resigned
themselves to some undefinable dire in-
evitability, given up the quest of justice
and freedom, repudiated the canons of
personal discipline and restraint, and shed
their very souls in an orgy of brazen ir-
responsibility and shameless immorality.

But as dark as the future seems when
we try to penetrate the fog of uncertainty
that obscures the horizon of our destiny,
we must not lose sight of the fact that it
has been dark before, and that as surely
as the jet-black clouds of uncertainty have
been relieved of the weight of their tears
before, and been blown away to let in the
life-giving and everlasting sun, so will they
be lightened and driven away again, that
the sun may shine again in all its bril-
liance and power.

I like to think that it has been in that
attitude and spirit of faith and hope that
the Institute has ordered its affairs and
gone ahead during the year that has just
ended, for we have indeed had another
year of substantial growth, not only in num-
bers but also in prestige and influence.
Our reaction to the crisis with which the
nation became burdened in June of last
year reminds me of an observation about
people generally that a very wise man
once made. This philosopher—and a phi-
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losopher he must indeed have been—said
that in time of trouble people fall into two
categories: those who fly to pieces and
those who fly into one piece. I think that
the Institute flew into one piece like the
defending corpuscles of the blood to fight
infection. This was to be expected, of
course, of a profession that traditionally
has carried its banner high.

To begin with, through the efforts of our
very energetic and most capably led mem-
bership committee, we gained 2,150 new
members and reinstated 36 former ones,
making total accretions of 2,186, or 8.44
times the number lost by resignation,
death and other causes. Thus, we wound
up the year with a membership of 17,998,
as against 16,071 at the beginning, making
a net gain of 1,927.

Second, we successfully met the chal-
lenge of two of the three problems that I
particularly cited and commented upon in
my inaugural address. These problems
were: the achievement of a clear under-
standing with the bar as to the lawyers’
and certified public accountants’ respec-
tive spheres of practice; the preservation
of recognition by Securities and Exchange
Commission, in its revision of Regulations
S-X, of the implications of the certified
public accountants’ obligation of independ-
ence; and the achievement, if possible, of
friendly understanding between ourselves
and the uncertified public accountants.

A statement of principles was worked
out by the National Conference of Law-
yers and Certified Public Accountants, and
adopted by both the American Bar Asso-
ciation and the Institute, that affords a
positive basis for resolving on the case
basis such questions of jurisdiction as may
arise between the two professions; and
the Securities and Exchange Commission
issued its revision of Regulations S-X in
terms that met the needs of the situation
as the Commission saw them and at the
same time left uninfringed the independ-
ence of the certified public accountants as
imposed by the states, from which their
recognition is gained. I can not recall two
more positive examples than these of the
virtue of frank but objective across-the-
table discussion by parties not in agree-
ment with each other.

There also were meetings during the
year with representatives of the uncertified
public accountants. These meetings did not
produce agreement; but neither did they
widen the area of disagreement. I have to
report, therefore, that the situation as be-
tween the uncertified public accountants
and ourselves remains unchanged. This is
not going to be an easy problem to solve,
because there are many other related prob-
lems that must be put behind us before it
can be solved; but I have confidence that
it will be solved eventually if both parties
maintain a tolerant attitude and keep the
door of discussion open, and I feel certain
that no succeeding administration of ours
will deliberately close this door.

Third, the committee on accounting pro-
cedure and the committee on auditing
procedure not only undertook unusually
heavy dockets during the year but also
have done outstanding jobs in bringing up
to date and codifying their bulletins and
statements, respectively, and in carrying
to higher levels of excellence the tech-
niques of practice, through additional
statements, bulletins, case studies, and
other activities.

Fourth, the committee on national de-
fense also has had an extremely busy year.
You will recall that at its inception this
committee was a relatively small one.
Need for expansion of its membership and
activities already was manifest before the
year began. Accordingly, during the year
the membership was substantially enlarged
and the structure of the committee was
changed by dividing it into subcommittees
on manpower, renegotiation, procurement
auditing, cost principles, price and wage
control, and termination. Each of these
subcommittees was confronted with very
heavy dockets.

Fifth, the promulgation of regulations
covering excess-profits taxes and the in-
troduction and consideration of a mnew
revenue bill also gave the committee on
federal taxation an unusually heavy job to
do. By the beginning of the year the grow-
ing multiplicity and complexity of federal
taxes and the prospect of new legislation
already had moved us to divide the com-
mittee on federal taxation into subcommit-
tees on current tax legislation, long-range
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tax policy, and tax administration. Devel-
opments during the year abundantly con-
firmed the wisdom of this action, and each
of these subcommittees did outstanding
work and substantially demonstrated the
usefulness of the profession in the devel-
opment of solutions to the government’s
tax problems, and, in so doing, rendered
a most valuable service to the nation’s en-
tire business community.

Sixth, outstanding work also was done
in increasing the usefulness of the Insti-
tute to the state societies and smaller firms
and individual practitioners. Never in the
long period of my association with the In-
stitute have I heard as many or more
complimentary comments from those whom
these committees were set up to serve than
I heard during the past year. I shall quote
some of these comments to you in my dis-
cussion of finances.

Seventh, probably one of the most sig-
nificant projects ever undertaken by the
Institute for the purpose of aiding its
members in the solution of their problems,
both technical and administrative, was the
decision to turn out as a product of the
membership itself a publication to be
known as The CPA Handbook. The writ-
ing and publication of such a work is an
undertaking of gigantic proportions, and
I am sure that all of you will be impressed
with the magnitude of the effort that has
been made by the committee in charge of
this project in order to do a thorough job
in the shortest possible time consistent
with the turning out of a product of real
worth to the membership.

Eighth, undoubtedly one of the most
forward steps ever taken by the Institute
was the setting up of a committee on pub-
lic relations and the creation of a depart-
ment under a qualified director to staff the
work of this committee. Several highly
valuable and very readable booklets were
turned out by this committee during the
year, and one sees on every hand abun-
dant evidence that the committe is doing
an outstanding job of acquainting the pub-
lic with the importance of accounting and
its application, and of rapidly increasing
the prestige of the profession and recogni-
tion of the importance of its role in the
nation’s economy.

Ninth, I am happy also to be able to
report that the work of the Business In-
come Study Group, started in 1947 with a
matching grant from the Rockefeller
Foundation, has reached the final stage of
its studies and deliberations and that it is
expected that the Group’s report will be

‘published shortly. The work of this group

has been one of major economic signifi-
cance, and it is believed that its report
will be the most authoritative work that
has yet been published on that important
subject.

I realize that the foregoing is only a
partial report on the activities of the year
and that I have spoken only generally
about the work of the several committees
mentioned and have not even mentioned
some of our committees and the important
work that they have done. I hope, how-
ever, that no committee will feel that any
slight was intended by my omission of ref-
erence to it and its work, and that none
of those mentioned will feel that I have
not adequately covered their activities, be-
cause the time allotted for my report had
to be limited and I could not hope to do
more than cover the highlights of the
year’s activities. If I have been guilty of
any serious omission, I apologize for it
and call attention to the fact that in ac-
cordance with established procedure each
committee reported in detail to the council
at its meeting on Saturday [October 6] and
copies of these reports can be had for the
asking.

To summarize, we have had a very busy
year indeed, and we to whom the responsi-
bility for conducting the Institute’s affairs
during the year was entrusted hope that
you will feel that it has been a year of
significant progress. You will permit me,
I am sure, the observation in passing that
it has seemed to us who have been respon-
sible for carrying on the year’s activities
that the profession’s prestige and useful-
ness has been substantially enhanced not
only at home but also abroad. This is no
mere matter of personal boasting, for
whatever has been accomplished has not
been the work of any single individual or
any small group of individuals; on the
contrary, it has been the result of the high
level of teamwork and personal devotion
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to the advancement of the profession that
long has been characteristic of the Insti-
tute’s membership. On this subject I
should like to say a brief but genuinely
sincere word.

I have been connected with many or-
ganizations in my time, but never have [
seen one where membership participation
in the work of the organization has been
as broad and devoted as it is in the Insti-
tute. The amount of time that individual
members are willing to devote to Institute
activities, and the amount of personal ex-
pense that they are willing to incur in
order to make their participation effective,
literally amazes me.

Not only have I been tremendously im-
pressed by the prodigious contributions of
the members of the committees to the
execution of our various programs, activi-
ties, and projects; I also have reason to
be thankful for the cooperation that I have
received from all hands—my fellow offi-
cers, the members of the various commit-
tees, the members generally, and the
excellent staff that labors so faithfully and
so effectively in our behalf; and I am in-
deed thankful—deeply so. No one could
have asked for more wholehearted cooper-
ation than I have received on every hand
and occasion. My year as president, there-
fore, has been a highly gratifying one—-
one that has been enriched by the
strengthening of old acquaintances and
friendships—by the addition of many
new acquaintances and friends—and by
the incomparable opportunity that it has
afforded me to see at firsthand the bene-
fits that flow from inspired and inspiring
cooperation by men and women devoted
to a common ideal and with the willing-
ness to make heavy personal sacrifices in
order to turn that ideal into reality.

I should be remiss if I did not take this
opportunity to acknowledge also my grati-
tude to my wife and partners, whose in-
dulgence and willingness to release me
temporarily from my normal duties and
obligations made it possible for me to ac-
cept and discharge to the best of my
ability the responsibilities inherent in the
high honor to which you elevated me at
Boston.

I do not intend to bore you with statis-

tics, but I do want to give you some idea
of what is involved in a normal year of
modern Institute activities, in the form of
official and staff tours, to meet with and
address the members of state societies,
local chapters and other national, state,
and local organizations. During the year
there were 138 such appearances covering
practically every state in the Union and,
of course, most of the larger, as well as
many of the smaller, cities. I suppose I
should tell you that your president’s trav-
els involved official appearances in 22 of
the 48 states, the delivery of 45 official
addresses and a number of unofficial ones,
and more than 52,000 miles of travel.

During the course of the year’s travel,
so many members have expressed an in-
terest in how the committees of the Insti-
tute are appointed that I want to say a
word about this subject before discussing
the important subject of finances, with
which T will wind up my review of the
year’s activities. Selection of committee
members is one of the most difficult jobs
that confronts an incoming president, and
because of the size to which the Institute
has grown and the number of committees
that have to be appointed, it is a job that
he must get behind him before he takes
office. If there are some whe think that
committee appointments are handed out
as plums—and I know that there are some
who feel or suspect that this is the case—
I want to say here and now that nothing
could be farther from the fact. As I have
indicated, the Institute has grown because
it has had officers and committees who
have been willing and able to work hard
at the jobs assigned to them, and com-
mittee appointments usually go to those
who are willing and able to work.

No president can possibly know every-
one who is willing and able to take on a
committee assignment. For that reason
each incoming president requests that state
societies, the members of Council, and
others recommend members for appoint-
ment to committees. I urge, therefore, that
whenever any of you receives such a re-
quest you give it your most careful con-
sideration and be certain that those whom
you recommend are particularly qualified
for the committees on which you think
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they might serve and, more important
than that, that they are in position to de-
vote the time and incur the expense that
a committee member must expect if he is
to be really effective.

Now as to the matter of finances. The
fact that special contributions were soli-
cited during the year appears to have
given rise to the feeling on the part of
some of our members that we have been
living beyond our income. In asking for
these contributions, we tried to make it
clear that this was not the case at all;
however, our explanation was not as clear
as we thought. Evidently this was due to
the fact that our supplemental fund-rais-
ing activities were related by some of our
members to the then current year, whereas
the need was for the year ending August
31, 1952, not for the year then in course.

I can tell you positively that we are liv-
ing within our income, that in spite of
rapidly rising prices, we were able to keep
expenses for the year ended August 31,
1951, within the revenue of that year and
close the year with a small surplus. Since
the Institute, like every other organization,
has to compete in the open market for
everything it buys — including personal
services—and since the outbreak of hos-
tilities in Korea was followed by a new
upward spiral of prices, what happened
was that it became apparent soon after
our last annual meeting that by Septem-
ber 1st of the present calendar year we
would be faced with the alternative of
finding additional revenue or substantially
curtailing our activities. The executive di-
rector promptly reported this outlook to
the budget and finance committee and this
committee analyzed the situation and
called it to the attention of the execu-
tive committee. Thereupon, the executive
committee instructed the budget and
finance committee to go ahead with its
preparation of a tentative budget for the
year beginning September 1, 1951, for
consideration by the council at the latter’s
meeting at Colorado Springs in May, in
accordance with our established policy of
giving the council a preview of the budget
for each year at the spring meeting imme-
diately preceding the beginning of that
year.

The budget and finance committee pro-
ceeded accordingly, and at Colorado
Springs the executive committee reported
the situation in full to the council and the
matter was discussed at length. In the
meantime, the executive committee had in-
structed the executive director to cut ex-
penses wherever possible in order to assure
our being able to wind up the then current
year—that is the year ending August 31,
1951—without a deficit. This was done,
with the result that I have already indi-
cated; but it involved reducing the scope
of some activities and delaying the initia-
tion of some projects that seemed desir-
able and had been approved by the
executive committee.

The council then approved the expense
reductions ordered by the executive com-
mittee for the balance of the year ending
August 31, 1951, went on record as oppos-
ing indefinite continuation of the curtail-
ment of activities, programs and projects
involved in these reductions, and approved
a recommendation of the executive com-
mittee that a special committee be ap-
pointed to study the whole question of
income and submit its recommendations
for consideration by the executive com-
mittee in time to permit presentation of
a new financial plan for your considera-
tion this morning. The plan agreed upon
will be presented as a part of the report
of the council to the membership, which
is the next regular item of business on
this morning’s agenda.

There having been some doubt as to the
propriety of making any plan that you
might agree upon this morning effective
for the year beginning September 1, 1951,
the council then ordered, upon the rec-
ommendation of the executive committee,
that contributions be sought as a stopgap
means of providing sufficient revenue to
enable full resumption of all activities,
programs and projects beginning Septem-
ber 1, 1951. .

Perhaps this has sounded a bit compli-
cated to you sitting out there in the audi-
ence without my manuscript before you,
but I hope it has been sufficiently clear
to convince everyone that we have not
been improvident in the management of
our finances, that, on the contrary, we
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have in fact lived within our means and
intend to continue to do so.

Incidentally, the replies to our requests
for contributions were replete with ex-
pressions of confidence in the manner in
which the Institute’s affairs have been
managed, particularly from the small firms
and individual practitioners. There also
were expressions in these replies that
leave no doubt that those who contrib-
uted are overwhelmingly in favor of con-
tinuing without curtailment the full range
of activities, programs and projects, and
of raising the scale of dues, if necessary,
to such extent as may be necessary in
order to make that possible.

Typical of expressions from the small
practitioners was that of one member who
said, “I don’t know what small prac-
tioners would do if it were not for the
AIA.” Another said, “From myself and
the members of my staff, we extend our
appreciation for the wonderful work of
the Institute; you are reaching the smaller
practitioner and making us feel the thrill
of the profession.” Still another said, “The
Institute should not curtail its operations
or activities at this time, but we are of
the opinion that dues should be set at a
figure calculated to yield sufficient reve-
nue.” Yet another said, “To curtail activi-
ties at this time would be unthinkable. ...
Your statement that dues have been raised
only $5 in the last 35 years would indi-
cate a possible source of additional rev-
enue.”

I would not leave you with the impres-
sion, however, that there are not some
who entertain contrary views, for such is
not the case. For instance, one member
said that he was “fed up on raises” and
obviously thought that we should curtail
activities. Another went even further and
said, “I hope no business executive out-
side of the profession sees a copy of your
letter. (This referred to the letter from
me as president by which the appeal for
contributions was initiated.) It seems to
me a feeble solution of a bad situation
brought about by poor planning and man-
agement.” Still another charged that those
responsible for running the Institute’s af-
fairs “seem to have absolutely no idea as
to what constitutes service to the individ-

ual practitioner.” And another—obviously
a philosopher—contented himself with the
simple statement that “he who spends
what isn’t his’n is very likely to go to
prison.” However, while we respect these
contrary views, they were not representa-
tive of the majority of those who con-
tributed, and a proposal to increase dues
that the executive committee and the
council believe to be equitable will be pro-
posed for your consideration during the
course of this morning’s session.

In conclusion, I return to the situation
that I touched upon only briefly at the
outset of this report—namely, the unhappy
position in which our country again finds
itself so soon after the conclusion of
World War II. Not only are we again at
war, confronted by an envious and greedy
handful of terrorists and tyrants to whom
our success as a nation is unpalatable,
but also, and more unhappily, we are con-
fronted with a rising repudiation, here in
our land, of the moral and spiritual prin-
ciples upon which our system of govern-
ment was conceived.

It would be useless for me to attempt
to deal with our international problems,
because even if I were qualified to discuss
them there is little that we can do to
change that situation. This problem must
be left to those in high authority at the
seat of government, and we can only pray
that they will find a way to peace short
of destruction of the civilization and
mighty works that a kindly Providence
has vouchsafed man to erect and of the
enslavement of those who have the mis-
fortune to survive such a holocaust. But
there is something that we can do to help
put our own house in order, and that
something we must do before it is too
late, for no nation, no matter how strong,
can long survive on utter lack of respon-
sibility and morals on the part of the offi-
cial family of its administration. Nor can
any nation survive a level of taxation de-
signed to impoverish and destroy its busi-
ness enterprises and the flower of its
citizenry. The one encourages unfaithful-
ness on the part of lesser officials; the
other both destroys the means of acquiring
the tools of industry with which the growth
of nations js fashioned, and encourages
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concealment of income, as the only means,
short of rebellion, to forestall the leveling
of all to the lowest common denominator
of the populace. Together these evils lead
to destruction of the moral fibre of offi-
cials and citizens alike.

This unhappy result already is upon us.
It is manifest in the increasing evidences
of official corruption, and in the riding
tide of crime, that are making headlines

in every edition of the newspapers that
comes out. One of the latest violations of
official corruption is that which has put
the Bureau of Internal Revenue under
the dark cloud of suspicion. We are
shocked at these revelations, because we
know from long and intimate dealings
with the Bureau that the fine reputation
for honesty and integrity that it has here-
tofore enjoyed has been richly deserved.
But we may take comfort from the fact
that Commissioner Dunlap, whose reputa-
tion for dealing appropriately with wrong-
doers, has, with characteristic forthright-
ness, ordered a full investigation and
pledged himself to rid the service of those
who have brought discredit upon the Bu-
reau and their innocent fellow officials
and employees, to the end that the latter
may be vindicated and the Bureau’s good
reputation may be re-established.

The something that we can do to help
put our house in order is join actively
and vigorously with those who recognize
that as a people we are rapidly deteriorat-
ing morally and spiritually and that if
our achievements in raising the lot of
mankind to a higher and nobler level are
to be preserved and continued we must
avoid at all cost sinking to that ultimate
level where we will be complete strangers
to the faith and principles in which our
system of government was conceived—
degraded abdicators of our heritage of
freedom and personal dignity—and,
like hopeless victims of narcotic addiction,
incapable of fashioning the means of our
own salvation.

My pride in our profession is well
known to all of you. That pride arises
largely from the fact that as auditors we
are cast by law, and by due sense of pro-
fessional responsibility, in a role that is
second in its implications of virtue to

that of no other group that I can think
of. This imposes upon us a high obliga-
tion, if not a sacred one. As auditors, we
are charged with independence; and in-
dependent we must be in carrying out our
auditing assignments, if we are to have
any hope of achieving the eminence as a
professional group that we ourselves hope
for and that the world will readily accord
us if we are worthy of it.

Independence implies faithfulness to
truth. As auditors, are we not, therefore,
seekers after truth? The world says “yes,”
for we have publicized independence as
our chief claim to public acceptance, and
the public has come to accept the title,
“certified public accountants,” as the sym-
bol of flawless integrity. And so, we our-
selves have erected the pedestal upon
which our aspirations are set and deter-
mined the cubits of its height. But, as is
so often the case, after a group such as
ours establishes the premises of its posi-
tion, and then becomes engrossed in work-
ing out the details of its edifice, it is but
human for us sometimes to lose sight of
these premises, and almost always to
take the world’s acceptance of them for
granted; and herein lies, I think, the only
serious threat to firm and enduring estab-
lishment of our claim to public confidence.

And so, I suggest that we must be ever
mindful of the true nature and signifi-
cance of the principles upon which we
stand, and of the very important fact that
these principles have the approval and
assured support of a power higher than
man. How right was the poet who said:

Though the cause of evil prosper,

Yet ’tis truth alone is strong.

Though her portion be the scaffold,

And upon the throne be wrong;

Yet that scaffold sways the future,

And behind the dim unknown

Standeth God within the shadow,

Keeping watch above his own.

In these times, in which the course of
evil seems to prosper so abundantly, I
find great comfort in the assurance that
’tis truth alone that is strong and that
the power that controls the destinies of us
all approves the way of the righteous. 1
suggest, therefore—and strongly recom-
mend—that we must not only continue
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steadfastly faithful to our obligation of
independence, as the characteristic above
all others that clinches our claim to exist-
ence as a respected profession, but also
that we assume and vigorously discharge
our full obligation as citizens, for I am
convinced that as faithful practitioners of
a profession founded upon the rock of
high principles we can contribute might-
ily toward rescuing the nation from the
abyss of irresponsibility and moral degra-
dation in which, unhappily, it has fallen.

The power of noble example alone is
great, but this is not all that we can
contribute. As skilled practitioners and
interpreters of the mechanics of the highly
complex economy that predominates our
time, we not only are exceptionally quali-
fied to help but have a clear and in-
escapable obligation to do so.

1 assure you that this is no mere pious
exhortation. Nor do I mean to give you
the impression that I have overlooked or
underrated the magnitude of the contri-
butions that have been made by so many
of our members toward solution of na-
tional problems. What I am saying to you
is that this is not enough—that this great
country of ours was built from the bottom
up, not from the top down—that if we
do not generate at the grass roots more

interest in preserving the faith and prin-
ciples upon which it was founded, the rot
that has set in at the top soon will spread
through the whole structure and man’s
nearest and noblest approach to the
achievement of freedom and independence
will become a rubble heap of lost hopes
and a symbol of unworthiness to a world
that has put its faith in us and found us
wanting in the hour of trial.

We may not “have our cake and eat it
too.” Enjoyment of the right of self-deter-
mination has been the very foundation
upon which all of our wondrous accom-
plishments as individuals, and as a nation,
have been achieved. This is a God-given
right, and, like most privileges, it is not
a one-way street; it has a counterpart of
heavy moral and spiritual responsibilities.

These responsibilities are individual re-
sponsibilities, and they may not be dele-
gated; nor may we sink into habitual
neglect of the obligations that they impose,
without losing eventually the privileges
from which they arise, and thus return-
ing to the tyranny of government from
which a wiser generation rescued itself in
order that it and its posterity might enjoy
the blessings of freedom.

T. CoLEMAN ANDREWS, President
October 9, 1951

Report of Council

To THE MEMBERS OF THE
AMERICAN INSTITUTE OF ACCOUNTANTS

GenTLEMEN: The activities of the Insti-
tute continue to increase each year. It has
become impossible, in the scope of a re-
port of reasonable length, for the council
to report to the members in detail on all
the work that has been done and all the
results that have been accomplished. To a
greater extent than heretofore, however,
the members are being kept informed cur-
rently through the monthly CPA, and it is
probably sufficient in this report merely
to indicate the nature of the subject mat-
ter which has been presented for review of
the council in reports of officers and com-
mittees, and to inform the membership of
some of the principal decisions of the
Council during the year.

National Defense

National defense continues to occupy a
place of high priority in the Institute's
program. Since the last annual meeting,
the subcommittees of the committee on
national defense have taken an active part
in consideration of questions related 1o
cost principles for defense-contract pric-
ing, auditing of defense contracts, rene-
gotiation, termination, amortization of
defense facilities, and price and wage con-
trols. For details we refer you to the
reports of the respective subcommittees.

A tremendous amount of work has been
put into the effort to establish the essen-
tiality of certified public accountants and
other accountants at the professional level,
for purposes of deferment and delay in
recall to active duty. The fact that mobili-
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zation has not proceeded as rapidly as
had been feared last fall and that, con-
sequently, not as many accountants have
been called to the colors as had been
expected, has raised a question whether a
critical shortage now exists in the ac-
counting profession, and our requests for
classification as a critical occupation and
an essential activity have been held in
abeyance at our request until we can pre-
sent the necessary evidence. However, a
good deal of groundwork has been done
in conference with the appropriate author-
ities of the government, and vital statistics
have been gathered by means of a ques-
tionnaire which will be most useful in
pursuing this matter.

Through the efforts of the Institute, a
number of certified public accountants re-
called to active duty have been transferred
to positions in which their professional
qualifications will be most useful.

The Institute is cooperating with the
Treasury Department in the sale of de-
fense bonds.

Federal Taxation

The committee on federal taxation has
done an outstanding job this year, which
may be ascribed partly to its reorganiza-
tion into subcommittees and to the pres-
ence of a fulltime paid staff assistant.
The committee has been instrumental in
securing extensions for the filing of ex-
cess-profits-tax returns, the most recent
of which necessitated special legislation.
It has presented recommendations to Con-
gress which have undoubtedly had some
effect on the provisions of the present
excess-profits-tax law, and is now pre-
pared to submit extensive recommenda-
tions for revisions to eliminate present
imperfections. It has vigorously supported
the Ives amendment to the 1942 Revenue
Act, which would permit tax deductions
by self-employed persons to permit ac-
cumulation of retirement income. It has
been in close touch with the Bureau of
Internal Revenue on a number of admin-
istrative problems, and has completed sev-
eral serious studies of major problems of
tax policy. The activities of this committee
have undoubtedly enhanced the prestige
of the accounting profession in the tax

field.

The council, at its meeting October 6th,
approved and recommends that the mem-
bership at this meeting adopt the following
resolution:

WHEREAS, The problem of providing for
financial security in old age has been made
easier for corporate employees by section
165 of the Internal Revenue Code; and

WHEREAS, No such relief has been made
available to professional persons not em-
ployed by corporations, who must devote
long years to study and preparation before
reaching a comparatively brief period of
maximum earning capacity, during which
their income is subject to high rates of
tax on earned income, making it impos-
sible to provide adequately for retirement;
and

WHEREAS, Legislation introduced in the
present session of the Congress, namely:
the companion bills, HR. 4371 and H.R.
4373, introduced by Representatives Keogh
and Reed, would alleviate the existing in-
equity by providing for the amendment of
the Internal Revenue Code to permit the
postponement of income tax on limited
amounts set aside by certain taxpayers
from current income for future retirement
benefits, the principal provisions of which
may be summarized as follows:

1. Any individual would be eligible
whether he be self-employed or an em-
ployee

2. The amount excluded from gross in-
come must be paid into a “restricted
retirement” fund during the taxable
year of the individual

3. The amount excludible is limited to
10% of the earned net income, but not
in excess of $7500, minus any amounts
contributed during such year by an
employer of the individual under a
pension plan

4. Earned income would include the por-
tion of income from a proprietorship
attributable to personal services

5. A “restricted retirement” fund means
a trust forming part of a retirement
plan set up by a professional associa-
tion or similar organization for the
exclusive benefit of its participating
members

6. Amounts contributed to such a fund

" would be taxable income when dis-
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tributed to the individual or to his
beneficiaries; and

WHeReEAs, The committee on federal
taxation of the American Institute of
Accountants, which studied the problem of
retirement benefits for professional per-
sons at the request of the council at its
meeting in Colorado Springs on May 8,
1951; has recommended the endorsement
of the Keogh and Reed Bills as a means
of mitigating the existing inequity:

Now THEREFORE BE IT RESOLVED, That
the American Institute of Accountants ap-
proves the principles of the Keogh and
Reed Bills, H.R. 4371 and H.R. 4373, re-
spectively; and

BE IT FURTHER RESOLVED, That a copy
of the foregoing resolution be sent to the
President of the United States and to each
Senator and Member of the House of
Representatives of the Congress of the
United States, and that proper representa-
tion of the foregoing resolution be made
by the American Institute of Accountants
before appropriate congressional commit-
tees.

The council has authorized the appoint-
ment of a special committee to study the
provisions of this proposed legislation and
formulate a plan which in the event of
passage of such legislation would provide
for establishment by the Institute of a trust
fund for the benefit of members of the
Institute.

Federal Legislation and Regulations

Three bills relating to administrative
practice have appeared in Congress during
the current year, and the Institute has had
to take steps to prevent passage of any
legislation which would be inimical to the
continued practice of certified public ac-
countants before the Treasury Department.
The so-called McCarran Bill, S. 17, while
designed only to provide for uniform rules
of procedure in practice before federal
agencies, was so worded that it might have
conveyed authority to deal with enroll-
ment and disbarment. The Institute has
requested an amendment to clarify the sit-
uation, which it is believed will be ac-
cepted.

The Gillette Bill, S. 1725, is a wholly
unacceptable proposal which would in

essence prevent practice before any fed-
eral agency except by lawyers. Hearings
have been requested, and a number of
members of Congress have indicated that
they will oppose the passage of this bill.

The Walter Bill, H.R. 3097, known as
the ‘“Administrative Practitioners Bill,”
has already been approved by the Insti-
tute in its present form, and Representative
Walter has been notified that the Institute
will cooperate in effecting passage of the
bill at the appropriate time. However, it
is understood that a change in the bill
will be proposed by the American Bar
Association, which council has resolved is
unacceptable to the Institute and if
adopted would require our opposition to
the measure.

The Institute has filed a petition with
the Salary Stabilization Board, requesting
exemption from salary controls of certi-
fied public accountants employed by other
CPAs engaged in the practice of their pro-
fession. The request was not made until
a similar exemption had been granted by
Congress to members of the legal and med-
ical professions in an amendment to the
Defense Production Act.

The Securities and Exchange Commis-
sion, after extensive consultation with rep-
resentatives of the Institute following the
annual meeting last fall, altered proposed
amendments to Regulation S-X to meet
objections offered by the Institute to the
original proposals.

State Department

The committee on foreign affairs has
been in close touch with the State Depart-
ment in a continued effort to prevent
unfair discrimination against American
accountants engaged in the practice of
their profession in foreign countries.

Federal Government Accounting

The president of the Institute testified
in opposition to proposed legislation
which would have created a special staif
of investigators for the congressional com-
mittees on appropriations, in view of the
fact that the Comptroller General already
had the authority and could develop the
facilities to render the needed assistance
to these committees.
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Relations with the Bar

At its spring meeting the council, after
extended discussion and with some dissent-
ing votes, approved a Statement of Prin-
ciples Relating to Practice in the Field of
Federal Income Taxation promulgated by
the National Conference of Lawyers and
Certified Public Accountants. The state-
ment, which had already been approved
by the House of Delegates of the Ameri-
can Bar Association, was published and
a letter explaining its significance was
sent by the president of the Institute to
all practicing members of the Institute.

A meeting of the National Conference
of Lawyers and Certified Public Account-
ants, the first since the adoption of the
statement, was held in New York on Sep-
tember 14th, at which it was reiterated as
an objective of the two professions to
settle complaints by negotiation rather
than litigation, using the statement of
principles as a guide. To this end, forma-
tion of State Conferences of Lawyers and
Certified Public Accountants has been rec-
ommended, and is already being carried
out in a number of states.

Relations with Bankers

Through the active cooperation of the
Robert Morris Associates, there has been
a wide distribution among bankers
throughout the United States of publica-
tions of the Institute designed to encour-
age conformity with auditing standards
and clarification of reports of independent
auditors. The state societies have co-
operated in the effort to bring about full
conformity with existing standards. The
Robert Morris Associates has prepared for
publication a pamphlet on Finencial State-
ment for Bank Credit Purposes, designed
for distribution among borrowers, which
it is believed will greatly encourage
smaller business men to seek unqualified
opinions in the reports of their independ-
ent auditors. The Institute’s committee on
relations with bankers has reviewed this
pamphlet and considers it excellent. Com-
mercial credit circles are also indicating
an interest in these developments.

Through the cooperative activity of the
committee on auditing procedure, the re-
search department, and the public rela-

tions department of the Institute, it is
believed that a truly remarkable educa-
tional effort has been maintained in this
field, which is resulting in an increasing
mutual understanding of the nature and
importance of auditing and auditing
standards on the part of members of the
profession, credit grantors, and the bor-
rowing public.

Publications

The Journal of Accountancy circulation
has reached an all-time high of 61,175,
and its advertising, similarly, a peak of
$121,668 for the year. Continued efforts
have been made to improve the presenta-
tion of the editorial content and to pre-
sent subject matter satisfactory to the
varied interests of subscribers. More than
half a million copies of miscellaneous
publications of the Institute, excluding
The Journal of Accountancy, but includ-
ing research bulletins, public relations
pamphlets, and similar matter, have been
distributed during the past year.

CPA Handbook

Authors of the twenty-seven chapters of
the projected CPA Handbook, a manual
for the administration of an accounting
practice, are already at work and publica-
tion of the completed volume is expected
in 1952.

Accounting Procedure

The committee on accounting procedure
has produced Research Bulletin 40, deal-
ing with business combination; Bulletins
13(a) and 26(a), withdrawing Bulletins
13 and 26, dealing with wartime reserves;
and 41, amending Bulletin 35 to reconcile
practice with SEC requirements.

The committee reviewed and made rec-
ommendations to the SEC on its proposed
revision of Form S-1. The committee now
has under consideration a complete codi-
fication of accounting research bulletins
issued to date, and is considering ques-
tions relating to the accounting for stock
options and stock dividends.

The research department, in addition,
has produced the annual survey of corpor-
ate reports, of which 3,748 copies were
sold. A new survey is currently being
conducted.
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Auditing Procedure

The committee on auditing procedure
has just published Codification of State-
ments on Auditing Procedure, which is
in process of distribution to members.

In addition, the committee has pro-
duced the following: A revision of the
audit program for savings and loan asso-
ciations; and Case Studies in Auditing
Procedure No. 9, dealing with wholesale
distributors of newspapers and magazines.

Manual of University and
College Accounting

Members of a special committee of the
Institute have contributed to the prepara-
tion of sections dealing with accounting
in the projected manual on college and
university business administration, to be
published by the National Committee on
the Preparation of a Manual on College
and University Business Administration,
financed by the American Council on Edu-
cation.

Staie Legislation

The committee on state legislation has
continued its efforts to develop uniform
principles of state accountancy legislation.
The committee and the staff have assisted
state societies, on request, in opposing
undesirable legislation and encouraging
the passage of desirable measures. The
scope of activity in this field is indicated
by the introduction of 110 bills affecting
accounting in 35 state legislatures in the
1951 sessions. However, aside from the
enactment of one regulatory bill sponsored
by the Oregon Society of Certified Public
Accountants, no legislation of great im-
portance was enacted.

Educational Activities

The Institute continues to encourage
graduate study symposiums on the cam-
puses of colleges and universities in vari-
ous parts of the country. Four such meet-
ings have taken place this year.

The committee has awarded a prize of
$500 for the best essay in a contest which
it sponsored on the subject of improving
staff training in effective writing.

216 colleges and universities used the
Institute personnel testing program this

year. The number of students taking the
tests has naturally decreased somewhat
from the year before, due to defense mo-
bilization. The selection-of-personnel pro-
gram has operated at a deficit for the year
of $8,710. Council approved the suggestion
of the committee that $10,000 be appropri-
ated from the general funds of the Insti-
tute next year to enable the continuation
of this work. -

Professional Ethics

The committee on professional ethics
has considered 20 complaints during the
year and has answered 60 inquiries. No
cases have been reported for trial, but
several pending cases may have to be sub-
mitted to the trial board in the near future.

Public Relations

Millions of citizens of the United States
have been exposed during the past year to
information about accounting, through
radio broadcasts, magazine articles, news-
paper releases, speeches, and pamphlets
emanating from the public relations de-
partment of the Institute. The program
of public information, which gathers head-
way each year, is meeting an increasingly
enthusiastic reception from large numbers
of members of the Institute throughout the
country.

Productions of special importance dur-
ing the past year are:

Two new pamphlets were published. One
of them, designed to aid smaller CPA
firms in explaining Statement 23 to clients,
was made available to all firms represented
in the membership of the Institute. The
other was a membership-promotion book-
let sent to all non-member CPAs in the
country.

The public relations department also as-
sisted in the preparation of major articles
emphasizing the CPAs services in Look
magazine, Changing Times (The Kiplin-
ger Magazine) and The Office. These are
in addition to the 40 articles on the gen-
eral theme of bigger profits through sound
accounting which have now been carried
by trade magazines.

The Institute’s two fifteen-minute radio
transcripts were used on 356 stations in
39 states and the District of Columbia
during the last tax season. The Institute
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also prepared two other fifteen-minute
shows which were broadcast on more than
150 stations of the American Broadcasting
Company.

The Speakers Bureau handled more than
200 speaking engagements for Institute
officers, staff, and committee members dur-
ing the year. A new pattern speech on the
career aspects of public accounting was
completed for use by members addressing
high school students.

Press releases were regularly delivered
to newspapers and other special outlets on
the year’s newsworthy events—including
more than 1,800 individual home-town sto-
ries on new members of the Institute.

Relations with State Societies

The steadily increasing volume of ac-
tivity of the state society service depart-
ment testifies to the success of the plan
of coordination of activities of state and
national organizations. Through a monthly
newsletter, state society officers and editors
are kept informed of current events of
importance. Through preparation of spe-
cial kits state society committees obtain
the benefit of accumulated information on
publicity, legislative activities, meeting ar-
rangements, and similar subjects. Special
studies have been made on the dues struc-
ture and other administrative problems of
the state societies.

Four regional conferences have been
held during the year under the auspices
of groups of state societies, and with the
cooperation of the Institute. Official repre-
sentatives of the Institute have appeared
on the programs of state society meetings
in all parts of the country. Several state
societies have adopted the practice of de-
voting one of their meetings in the year
to affairs of the American Institute of
Accountants,

CPA Examinations

Candidates for the uniform CPA exam-
ination in November, 1950, numbered
12,615; in May, 1951, 10,335. The Insti-
tute graded the papers of 6,350 candi-
dates or a total of 23,660 subject papers in
November, and 5,960 candidates or a total
of 22,353 subject papers in May. There
is a continuing reduction in the numbers

of candidates at the examinations com-
pared with the peak of 1949.

Pennsylvania, the only state not now
using the uniform examination, has in-
dicated its intention of doing so next
year.

Technical Information Service

375 questions submitted during the year
have been answered by the technical in-
formation service of the research depart-
ment, in addition to numerous others
answered by the research department as
such.

Business Income Study

The Business Income Study Group, sup-
ported by grants from the Rockefeller
Foundation and the American Institute of
Accountants, has completed its work and
is publishing its final report through the
Macmillan Company.

Library

During the past year the library has re-
ceived 9,432 visitors, answered 14,175 in-
quiries, and loaned 7,619 books and
pamphlets. The total collection has grown
to 41,803 items.

Relations with Members

In addition to the efforts to keep mem-
bers informed through the columns of The
CPA, printed reports, and other publica-
tions, principal members of the staff have
visited approximately 60 of the smaller
cities of the country for face-to-face con-
versations with members about matters of
mutual interest. These visits have been
well-received and will be continued in the
coming year.

The advisory committee of individual
practitioners has been most useful in mak-
ing suggestions as to how existing activi-
ties might be adapted and what new activi-
ties might be undertaken for the particular
benefit of members whose practice involves
principally services to smaller business.

Group Insurance

As of August 31st, 1,227 public account-
ing firms represented in the Institute were
participating in the American Institute of
Accountants’ group life insurance plan,
which covered 8,040 lives for an aggregate
amount of insurance of $41,533,100. A div-
idend for the policy year in the sum of
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$182,570 was received from the underwrit-
ers of which $27,639 was retained for re-
serves and $125,175 was distributed to the
participants. This distribution made the
effective rate of life insurance for the pol-
icy year 78 cents per thousand per month.

Staff

The present staff of the Institute and
The Journal of Accountancy consists of 96
full-time employees—a net increase of four
during the current year.

Membership

Membership of the Institute has in-
creased by 1,937 during the past year, the
total being an all-time high of 17,998 on
August 31st. 2,186 new members have been
admitted, 76 resignations have been ac-
cepted, 77 memberships terminated for
failure to pay dues, and the deaths of 106
members have been reported. This con-
tinued growth is largely attributable to the
energetic efforts of the committee on mem-
bership.

Death of Council Members

The Institute has suffered a heavy loss
during the past year in the death of Fred-
erick H. Hurdman, past president and
member of Council ex officio. Council ap-
proved the resolution of the executive com-
mittee expressing its sense of loss.

Carl H. Zipf, a member of Council, also
died during the current year, and a resolu-
tion of sorrow and sympathy has been
adopted by the Council for transmission
to his family and professional associates.

Meetings

The 65th annual meeting will be held
at the Shamrock Hotel, Houston, Texas,
in early October. The 1953 meeting will
be held at Chicago.

Finances

After most extensive consideration of the
budget of the Institute and lengthy dis-
cussion at the spring meeting at Colorado
Springs, the Council authorized the presi-
dent to request voluntary contributions of
firms and individual practitioners repre-
sented in the membership of the Institute
to avoid curtailment of Institute activities
during the fiscal year 1951-52. Contribu-

tions of approximately $80,000 will be
required to achieve this objective, and over
3,000 firms and practitioners—over half
the total—have already responded in an
amount totaling more than $76,000.

It is not the intention of the council to
repeat the request for voluntary contribu-
tions, which was approved only as a stop-
gap measure. Council has now approved
a recommendation of the executive com-
mittee that annual dues of members of the
Institute be increased by amending the
by-laws as follows:

Effective September 1, 1952, amend Ar-
ticle III as follows:

1. Change Section 1 to read as follows:

The dues for each fiscal year shall in-
clude the cost of subscription to The Jour-
nal of Accountancy, and shall be as fol-
lows:

By each member who at the begin-

ning of the fiscal year shall have

been in possession of a certified

public accountant certificate for

less than four years, and is not

engaged in public accounting

practice as a partner or individ-

ual practitioner.
By each member who at the begin-

ning of the fiscal year shall have

been in possession of a certified

public accountant certificate for

less than four years and is en-

gaged in public accounting prac-

tice as a partner or individual

practitioner ................... $20.00
By each member who at the begin-

ning of the fiscal year shall have

been in possession of a certified

public accountant certificate for

four years or more and is not en-

gaged in public accounting prac-

tice as a partner or individual

practitioner ................... $25.00
By each member who at the begin-

ning of the fiscal year shall have

been in possession of a certified

public accountant certificate for

four years or more and is engaged

in public accounting practice as

a partner or individual practi-

tioner
By international associates .. ... ...

(U. S. funds) $20.00



Report of the Executive Director 19

2. Delete Section 3 of Article III which
appertains to the date of a dues increase
adopted in 1946.

3. Change Section 4 to Section 3.

The council believes that this increase
in dues is in harmony with the wishes of
the majority of the membership. The re-
sponse to the request for voluntary con-
tributions indicates clearly that the ma-
jority of the members in practice do not
wish curtailment of the activities of the
Institute designed to increase public re-
spect for the profession. Rises in the cost
of ‘printing, paper, and other services, as
well as salaries, makes it impossible to
maintain the existing program and provide
for natural expansion in response to de-
mands and the growth of the Institute
itself, without additional funds. After sift-
ing all the expressions of opinion avail-
able from members, Council has come to
the conclusion that an increase in dues is

the most equitable way to provide the
needed money, and the new classification
is prompted by the conviction that many
of the Institute’s activities are of more
immediate benefit to members in the status
of partner or individual practitioner than
to others.

If the majority of members present at
this meeting will consent to consideration
of the proposed amendment at this time,
and if two-thirds of those present approve
it, the amendment can be submitted for
mail ballot to the entire membership, and
if adopted, will become effective in the
fiscal year 1952-53. Otherwise a year’s de-
lay cannot be avoided.

Respectfully submitted,
SamvuEeL W. Eskew, Chairman
RoBert L. CHESNUTT

James W. Hickey

October 6, 1951

Report of the Executive Director

To THE COUNCIL OF THE

AMERICAN INSTITUTE OF ACCOUNTANTS

GENTLEMEN: While the Institute has
again registered a new set of all-time highs
in the past year, there is reason to believe
that it is reaching another turning point in
its history.

The membership at September 1, 1951,
was 17,998 in comparison with 16,061 a
year ago. Circulation of The Journal of
Accountancy was 61,175 in comparison
with 55,855 a year ago. But the net gain
in membership is not as much as that of
the year before. There is evidence that the
rapid expansion which began about 1939
is leveling off. The numbers of candidates
at the past two examinations, and the
number of new CPAs created as a result,
were lower than the year before. Student
enrollment at the colleges is generally
lower. The numbers of students taking
the Institute’s selection-of-personnel tests
in the past year also dropped off. Sales of
Institute publications generally, particu-
larly to schools and colleges, seem to be
slackening.

All this has naturally slowed down the
increase of revenue. While the flattening
out of the upward curve of income has

so far been relatively slight, it is reason-
able to expect a slower rate of growth in
the years immediately ahead than in the
past decade.

Meanwhile, while we are all sick and
tired' of hearing that a dollar doesn’t buy
as much as it did before, the Institute’s
costs, like everybody -else’s, are higher.
Costs of printing, paper, and probably
postage, are on the rise. Most significant
of all to the Institute are the necessary
increases in salaries to keep pace with
market standards. Payrolls have had to be
increased more during the past fiscal year
than in the previous year even though the
net increase in staff was only six persons,
compared to twelve the year before.

At the same time, the needs of the pro-
fession for collective action continue to
grow. The needs of the members of the
Institute for information and service are
still increasing. The problems of the pro-
fession become more and more complex.
The needs for technical research, main-
tenance of professional and ethical stand-
ards, and improved public relations
become increasingly urgent.

None the less, at a time when costs
threaten to outstrip revenues, it is impera-
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tive to re-examine the objectives and activ-
ities of the Institute as a background for
decisions as to what should be done. This
raises the question of how to appraise
results which are for the most part in-
tangible and difficult to measure.

In my opinion the success of the Insti-
tute’s activity should be appraised princi-
pally by the extent to which it influences
people—accountants or other people—in
accordance with the objectives of the
accounting profession. There is little
value in producing printed matter, for
example, unless somebody reads it, and
unless it effects those who do read. There
is little value in research for its own sake;
it is useful only if its results are applied.
There is little value in making speeches
or radio broadcasts unless there is an at-
tentive audience. There is little value in
organizing meetings unless they accom-
plish something, and are pleasant or pro-
fitable for those who attend.

Obviously it is hard to measure the
extent to which such activities influence
people in the manner intended. There are
techniques, such as surveys and public
opinion polls, which may give some indi-
cation, but they are expensive and the
Institute has not felt justified in using
them to any great extent. However, it
seems to me that the composite observa-
tion of the members of the council will
provide a fairly good gauge of the extent
of the Institute’s success in communicating
with people. Here is one standard, at least
by which the Institute’s activities can be
appraised—how successful does the council
think it has been in communicating with
people?

Who are the people with whom the In-
stitute is trying to communicate?

Recently a group of great importance to
our welfare has been the lawyers. It seems
to be generally agreed that over a period
of 19 years the Institute has been notably
successful in resisting the inroads of the
extremists among the attorneys who could
greatly restrict the tax practice of certi-
fied public accountants, without alienat-
ing the elements in the bar whose coopera-
tion is of tremendous value to the account-
ing profession.

Bankers and credit men, through the

efforts of the Institute, have learned a lot
about auditing and the auditor’s opinion,
particularly in the past five years. The
work of the committee on auditing pro-
cedure, the research department, and the
public relations department, combined, has
resulted in one of the Institute’s outstand-
ing achievements; in explaining audits,
audit reports, and the auditor’s responsi-
bilities so as to obtain cooperation of credit
grantors in maintaining high standards
in this field.

Investors, particularly as they are rep-
resented by the Securities and Exchange
Commission and the stock exchanges, have
had their share of attention. It may be-
claimed that the work of the committee on
accounting procedure, assisted by the re-
search department, has averted the threat
of some 15 years ago that the government
might lay down accounting rules and
regulations for the profession to follow. At
the same time, the pronouncements of the
Institute have had a noticeable influence
on the financial reports of public corpora-
tions. We have not yet devised a satisfac-
tory way of bringing to the attention of
individual investors what the auditor’s
certificate stands for, and there is some
doubt whether investors generally appre-
ciate the importance of the independent
audit. Some discussions have been held
with the New York Stock Exchange, look-
ing to the possibility of circularizing
printed material on this subject with the
annual reports of corporations to their own
stockholders. Some consideration has also
been given to the development of closer
relations with investment analysts; but as
yet little has been accomplished in these
two fields.

The work of the committee on federal
taxation, which has been greatly stepped
up this year through its division into three
subcommittees and the employment of a
full-time staff assistant, is clearly having a
favorable effect on the opinion of the
congressional committees concerned with
taxation, and on the Treasury and Bureau
of Internal Revenue. The resultant pub-
licity must be having some effect, also, on
taxpayers. In addition, through radio pro-
grams and television broadcasts, the public
relations department is making the average
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taxpayer aware of the role of the CPA in
the field of income taxation.

In relation to the federal government
as a whole, the Institute is much stronger
than it was ten years ago, but yet not
as strong as it could be. The executive
committee is now giving consideration to
possible procedures which may bring
about closer and more continuous com-
munication with members of Congress and
officials in the regulatory and defense
agencies. During the past year the Insti-
tute has done effective work on a dozen or
more specific items of legislation or regu-
lation. The record in opposing specific
legislation which is considered undesir-
able, and in advocating legislation which
we believe to be desirable, while not per-
fect, is yet very good. But there is room
for improvement in the communications of
the accounting profession with those who
form policy in Washington.

State legislatures have a profound in-
fluence on the standards of the profession,
and on its progress. By providing the state
societies with information on accounting
legislation, arguments against undesirable
bills, and suggested procedures in dealing
with legislatures, by analyzing specific
bills, and by endeavoring to formulate
general standards of accounting legisla-
tion, the Institute is trying to exercise a
constructive influence in this field.

The respect of corporate management
for the public accounting profession has
been visibly increased since the work of
the committee on accounting procedure and
the fulltime research staff began. Good
relations with controllers and industrial
accountants are maintained through close
cooperative relations with the Controllers
Institute of America, the National Associa-
tion of Cost Accountants, and the Institute
of Internal Auditors. Another channel of
communication is through The Journal of
Accountancy, to which many financial and
accounting executives of corporations sub-
scribe. Good relations also are maintained
with the American Management Association
at whose annual finance conference it has
become customary for a prominent mem-
ber of the Institute to speak. But the ex-
tent to which top management is being
influenced by the collective activity of the

accounting profession is still questionable.
It seems to me that the Institute could do
more in this direction.

An organized effort has been undertaken
to inform small business men of what the
CPA is, what his standards are, and what
he can do for them. By providing pamph-
lets and reprints which can be redistri-
buted by state societies or individual
members, by causing the publication of
articles in scores of trade magazines
describing the CPA and his services, by
cooperative activity with trade associations,
by arranging speeches before various or-
ganizations, it is estimated that the
Institute has exposed more than a million
small businessmen, and farmers to infor-
mation about the accounting profession.

Labor unions are a powerful economic
and political force, and they are exhibiting
an increasing interest in financial data of
employer organizations. The Institute has
come into communication with some labor
leaders through the Business Income Study
Group, through the columns of The
Journal of Accountancy, and through the
personal activities of some members and
members of the staff. But no organized
program has been developed to communi-
cate with this segment of the public on the
scale of similar efforts in relation to other
groups.

Efforts are made to keep the general
public aware of the role of accounting by
means of general newspaper publicity,
occasional general magazine articles, and
radio broadcasts. In addition, the Institute
has encouraged state societies and indi-
vidual members to attempt to carry the
profession’s message to the general public
locally, through service clubs, civic or-
ganizations, and community activity gener-
ally.

Foreign countries, in which American
CPAs may have occasion to practice,
represent other people with whom good
relations must be maintained. Through the
State Department, the Institute has en-
deavored to resist the extreme nationalist
elements which would bar American ac-
countants from entry into a number of
countries. Through active participation in
the Inter-American Conference on Ac-
counting and the International Congress
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on Accounting, the Institute has tried to
develop and maintain friendly relations
with the members of the profession in
other countries, so that full cooperation
among members of the profession in the
general public interest will be possible
throughout the world.

The Institute has been in close com-
munication with surety and insurance
companies on broad matters involving
questions of accountants’ liability.

Economists are members of a related
profession who have great influence on the
formation of policies which often impinge
on the fields in which accountants labor.
Through the Bureau of Economic Research
and the Business Income Study Group,
channels of communication with the econ-
omists have been developed, and it is be-
lieved that better mutual understanding
has been developed.

Teachers and students of accounting
come into touch with the Institute at many
points. The uniform CPA examination, for
one thing, has had an influence on educa-
tional preparation. The board of examiners
has been working closely with teachers in
the consideration of procedures in the pre-
paration and grading of examinations. The
committee on education and the educational
director maintain close relations with the
American Accounting Association. The
personnel-testing program, sponsored by
the Institute, has demonstrated the pro-
fession’s interest in educational standards
and has provided both schools and stu-
dents with a useful tool. In the pamphlet
Accounting as a Career, the Institute has
encouraged young people to consider the
profession of accounting. An experiment
has been made in placement through the
personnel reference service, but the time
is not propitious to give this service a
fair trial. There seems to be a wide opin-
ion that public accounting is not attracting
its fair share of the high-standing men in
the graduating classes at the schools of
business. This is a matter which requires
further study and action. A recent article
in the American Bar Association Journal
shows some concern on the part of the
legal profession also over the problem of
adequate placement facilities.

Not so effective a job has been done to

communicate with another group of peo-
ple who are of great importance to the
accounting profession: the noncertified
staff employees of public accounting firms
and practitioners. Isolated efforts have
been made to organize these staff men,
either as integral parts of state societies
or as separate groups—notably in Rhode
Island and Mississippi. There is consider-
able opinion, however, that some organized
nation-wide effort should be undertaken to
provide continuing education facilities for
stafl men, along lines of recent successful
experiments by the California Society of
Certified Public Accountants.

The state societies themselves, while
composed largely of members of the Insti-
tute, are also separate entities and must
be dealt with as autonomous bodies.
Through the committee on coordination of
state and national organization, the state
society service department at headquarters,
the extended field trips by members of the
Institute staff, and the recently inaugu-
rated annual meetings of salaried execu-
tives of state societies with the Institute’s
staff, the day-to-day working relations of
the state societies and the Institute have
become much closer. The state society
newsletter provides a regular channel of
information. Regional conferences have
been organized on a cooperative basis. A
large volume of correspondents on every
aspect of professional organization activity
flows back and forth between the Institute
and the states.

State boards of accountancy are in close
touch with the Institute individually and
through the Association of CPA Examin-
ers, of which the board of examiners of the
Institute is a member.

Nonmember CPAs are potential mem-
bers. Even if they were not, their good will
and support would be desirable. Many of
them are reached with information through
The Journal of Accountancy. In addition
this year, a special pamphlet briefly des-
cribing the activities of the Institute was
sent to every nonmember CPA. The non-
certified public accountants constitute an-
other group whose good will is desired.
For the most part, they must be dealt with
by the state societies, but Institute officials
have had occasional contacts with their
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national leaders. In addition, several
thousands of the noncertified practitioners
are reached as subscribers of The Journal.

The most important group of people,
from the Institute’s point of view, is com-
posed of the members themselves. Their
full approval and support can be held
only if they believe that they are getting
their money’s worth in return for their
dues, and if they continue to feel a sense
of participation in the Institute. The Insti-
tute does not issue any professional title
or degree, as many foreign professional
accounting societies do, and it can offer
members no special privileges, as mem-
bership in the medical societies opens the
door to hospital affiliations. The Insti-
tute can keep the interest and loyalty of
its members only by doing a good job for
them. In an effort to keep them fully
informed, the monthly CPA has been
greatly improved. In an effort to be of
service to them, the number of publica-
tions sent to members free of charge, and
the services of the library and the techni-
cal information department have been
greatly increased. In response to an evi-
dent demand from the smaller practition-
ers in particular, the CP4 Handbook has
been undertaken. Field trips by the Insti-
tute’s top staff men now covering some
sixty cities a year, in addition to regular
meetings, widen the personal acquaintance
between members in all parts of the coun-
try and representatives of their national
organization. The group-insurance plan is
of practical value to many members.

But it is difficult to find ways of giving
18,000 members an opportunity to partici-
pate in the affairs of the national organiza-
tion. Facilities of servicing committees are
limited, and if the membership of com-
mittees is extended to too great an extent
they become unwieldy. Annual meetings
continue to draw only ten per cent or less
of the total membership. Perhaps the time
is coming soon when consideration should
be given to the organization of special
sections to deal with the specific interests
of various groups within the membership,
as the American Bar Association has or-
ganized its Section on Taxation, its Sec-
tion on Administrative Law, and so forth.
Perhaps it would be practicable to organ-

ize a general group within the Institute
similar to the Junior Bar Association. This
would give the younger men an opportun-
ity to express themselves. A subdivision of
the membership into units of manageable
size seems the only answer to the problem
of providing opportunity for increased
participation by individuals who wish to
take an active part in the affairs of the
national professional organization.

This outline of the activities of the
Institute designed to exercise a construc-
tive influence on various groups of people
is by no means a complete catalogue of
the work done in the last year. The com-
mittee reports to be presented will provide
a great deal of additional information.
This report is intended only to indicate
the major objectives and the efforts to
achieve them, so that the Council may
better appraise the effectiveness of the
work.

In conclusion, it would be appropriate to
mention again how the work is carried on.
Council, the officers, and the committees,
fix the policy and supervise and review
all the activities of the staff. In many
areas, committee chairmen and members
do a lion’s share of the actual work, with
such assistance as the staff is equipped to
give them. In other areas, the staff does
the major part of the actual work with
frequent advice and consultation with
committees.

The Institute’s staff, it should be em-
phasized, is a unit, separated into depart-
mental divisions only for convenience of
administration and identification. Actually,
several departments are likely to collabor-
ate in a single project. For example, in
the program of cooperation with bankers,
the research department, the public rela-
tions department, and the administrative
department have all played an important
part in unison. The publishing activity
draws on the resources of almost all the
other departments. It would be a mistake
to attempt to evaluate the product of the
research department, or the public rela-
tions department, or the education depart-
ment alone. Each of the staff groups con-
tributes to the success of all the others,
and the staff as a whole contributes con-
tinually to the major objective of influenc-
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ing opinion in a manner favorable to the
accounting profession.

There are many useful projects in the
planning stage, and many others—much
more useful, perhaps—that have not yet
even been imagined. Though the pace of
the Institute’s growth may be slackened by
natural causes, its services to the profes-
sion must continue to grow and expand.

Nothing alive can remain completely sta-
tic, but I believe it is particularly true of
nonprofit associations. If they don’t con-
tinue to go ahead, they are likely to go
backward fast.

Respectfully submitted,
Joun L. CArey, Executive Director

September 25, 1951

Report of the Executive Committee

To THE COUNCIL OF THE
AMERICAN INSTITUTE OF ACCOUNTANTS
GENTLEMEN: The executive committee
has had seven meetings since its election
by the council at Boston, October 5, 1950.
This report will not attempt to deal with
matters which will be covered in the re-
ports of other committees.

Finances of the Institute

The request for voluntary contributions
to maintain the program of the Institute
in the coming fiscal year resulted in
response by 3,076 firms and practitioners
represented in the Institute, whose contri-
butions totaled to October 1st, $76,422.
The amount needed to maintain the pro-
gram is estimated by the budget committee
as $80,000. A final follow-up, to be mailed
after the annual meeting, should result in
additional contributions sufficient to reach
the required amount.

Immediately after the council meeting,
a special subcommittee of the executive
committee was appointed to study the
whole problem of financing the Institute’s
activities in the future, with due regard
for the possible effects of continued infla-
tion on costs of the work. This subcom-
mittee reported fully at the executive com-
mittee meeting September 11th, and
pointed out that it had concluded that
additional income was necessary to sus-
tain the program of the Institute in the
years ahead. The subcommittee suggested
three ways in which such additional in-
come might be derived:

1. By creation of a class of firm mem-
bers who would pay dues or assessments
on some basis similar to that on which
the recent voluntary contributions had

been requested. The subcommittee did not
recommend this approach in view of the
fact that only slightly more than half of
the firms and practitioners represented in
the Institute had responded to the appeals
for voluntary contributions. This experience
suggests that a large number of the firms
and practitioners would not voluntarily
accept a firm membership in the Institute,
involving payment of assessments or dues
in addition to individual membership dues.
Those that did accept a firm membership
would be paying the costs of benefits
shared by those who did not, and it seemed
unlikely that such an arrangement could
continue satisfactorily over a long period
of time. There were other considerations
which need not be repeated here which
contributed to the subcommittee’s conclu-
sion that creation of a class of firm and
practitioner memberships would be im-
practicable.

2. A second alternative considered was
a straight increase of $5 per annum for
each of the present three classes of mem-
bership; in other words, members who had
been in possession of CPA certificates for
less than four years would pay $15 instead
of $10, those in possession of CPA certifi-
cates for more than four years but less
than six would pay $25 instead of $20, all
others would pay $35 instead of $30. This
change was estimated to yield approxi-
mately $90,000 of additional revenue,
based on the present membership.

The subcommittee did not recommend
the straight dues increase because it be-
lieved that members engaged in the prac-
tice of public accounting as partners or
sole proprietors should pay more than
members employed as staff assistants of
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public accounting organizations, or as cor-
porate or government officials, or as teach-
ers, reasoning that many of the activities
of the Institute, particularly in the field
of public relations, and to some extent
in the fields of research, education, and
publications, were of greater immediate
benefit to partners and proprietors of
public accounting organizations than to
other members.

The subcommittee recommended that
the dues be changed so that members who
were partners and principals would pay
$40 a year, and all others would pay $20
a year, with the understanding that mem-
bers would shift from one classification to
the other as their status changed. This
dues scale, it was estimated, would yield
$125,000 of additional revenue on the
basis of the present membership. After
considerable debate, the executive com-
mittee modified this recommendation,
though the basic principle was accepted.
The subcommittee acquiesced in the modi-
fication. The modification was designed to
maintain a lower dues rate for members
who had recently received their CPA
certificates, and was based on the fact that
the great majority of new applicants for
admission at the present time are younger
men who have recently passed the CPA
examination.

Accordingly, the executive committee
recommends amendment of the by laws as
follows:

Amend Article III as follows:

1. Change Section I to read as follows:

The dues for each fiscal year shall
include the cost of subscription to The
Journal of Accountancy, and beginning
September 1, 1952, shall be as follows:

By each member who at the begin- -
ning of the fiscal year shall have
been in ‘possession of a certified
public accountant certificate for
less than four years, and is not
engaged in public accounting
practice as a partner or proprietor $12.50
By each member who at the begin-
ning of the fiscal year shall have
been in possession of a certified
public accountant certificate for
less than four years and is en-

gaged in public accounting prac-

tice as a partner or proprietor. .$20.00
By each member who at the begin-

ning of the fiscal year shall have

been in possession of a certified

public accountant certificate for

four years or more and is not en-

gaged in public accounting prac-

tice as a partner or proprietor. .$25.00
By each member who at the begin-

ning of the fiscal year shall have

been in possession of a certified

public accountant certificate for

four years or more and is en-

gaged in public accounting prac-

tice as a partner or proprietor. .$40.00
By international associates

.................... $20 U. S. Funds

2. Delete Section 3 of Article III which
appertains to the date of a dues increase
adopted in 1946.

3. Change Section 4 to Section 3.

If the council approves this recommen-
dation, it is suggested that it be presented
for a vote of the membership at the annual
meeting of the Institute, October 9, 1951,
under the provision of Article XIV, that
by consent of the majority of the members
present in person other proposals to
amend the bylaws which are made by
members present in person at the meeting
may be presented for vote of the members
present at the annual meeting (that is,
without prior written notice).

If approved by a two-thirds vote of the
members present at the annual meeting in
person or by proxy, the amendment would
be submitted to all members of the Insti-
tute for a vote by mail, with the under-
standing that if adopted it would become
effective for the fiscal year beginning
September 1, 1952.

It is estimated that this change will
yield about $103,000 of additional revenue,
based on the present membership, which
should be adequate to meet foreseeable
requirement of the years immediately

ahead.

Limitation of Distribution of
Published Material

At the spring council meeting there was
some discussion of possible economies in
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the Institute’s operations, particularly by
limiting the free distribution of published
material to members of the Institute. The
executive committee has considered this
matter in great detail and offers the fol-
lowing recommendations for the consider-
ation of the council:

1. Al members receive without charge
The Journal of Accountancy, The CPA,
accounting research bulletins, state-
ments on auditing procedure, case stud-
ies in auditing procedure and similar
special publications of the research de-
partment.

2. Papers presented at the annual meet-
ing be printed in paper cover pamph-
lets, grouped by subject-matter, with
notice in The CPA to the effect that
any member might have any or all of
the pamphlets without charge upon re-
quest. (The pamphlets would be adver-
tised for sale to outsiders.)

3. Committee reports and lists of officers
and committees to be announced as
available to all members upon request.
Rules of ethics would be sent to all
members only when changes were made.

4. Published lists of individual members
be sent to members only on request,
but without charge. Lists of firms and
practitioners would be sent free to all
firms and practitioners without special
request.

It is impossible to estimate with any
accuracy the amounts which might be
saved by following these procedures, since
this would depend on the extent to which
members requested copies of publications
offered without charge. There is every
reason to believe however, that there would
be substantial savings in paper and post-
age, which could easily amount to as
much as $10,000.

Wages and Hours

A suit filed by a firm of certified public
accountants against the Wage and Hour
Administrator to obtain an adjudication
that the “salary delimitation” in the
Administrator’s definition of “employee
employed in a bona fide professional capa-
city” was invalid, was withdrawn without
prejudice.

After reconsidering the problem, and

obtaining the advice of counsel, the execu-
tive committee has resolved that a formal
application should be made to the Admin-
istrator for a change in the regulations
which would exclude certified public ac-
countants from the salary delimitation as
doctors and lawyers are now excluded. It
is expected that the application will be
presented in such a manner as to require a
hearing on the merits of the proposal.

Salary Stabilization

No final action has been taken by the
Salary Stabilization Board on the Insti-
tute’s petition that the regulations be
amended so as to exempt from stabiliza-
tion requirements the “wages, salaries and
other compensation paid to certified pub-
lic accountants licensed to practice as
such who are employed in a professional
capacity by a certified public accountant
or firm of certified public accountants en-
gaged in the practice of his or their pro-
fession.”

National Defense

In view of the great volume of subject-
matter requiring the attention of the com-
mittee on national defense under the mo-
bilization program, the executive commit-
tee resolved that the committee personnel
be enlarged, and that the commiitee be
divided into subcommittees, each to deal
with some specialized activity of the
defense committee. The following subcom-
mittees have been established: manpower,
renegotiation, procurement auditing, cost
principles, price and wage conrtol, and
termination. Each of these subcommittees
will report on activities coming within its
province.

After consideration of a recommendation
that a new statement be filed by the Insti-
tute, requesting inclusion of accounting
services in the list of essential activities
issued by the Committee on Essential Acti-
vities and Critical Occupations of the
Department of Labor, and asking that the
earlier request of the Institute for inclu-
sion of CPAs in the list of critical occupa-
tions be held in abeyance until a critical
shortage could be demonstrated, the ex-
ecutive committee resolved that the recom-
mendation be approved, and that a state-
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ment be filed with the Committee on Es-
sential Activities.

The executive committee has approved
formal cooperation by the Institute with
the Bureau of Labor Statistics in a sur-
vey of accounting manpower, and the
development of a roster of certified public
accountants in cooperation with the Na-
tional Research Council or the National
Scientific Register, and authorized expen-
ditures of not to exceed $5,000 for these
purposes.

After consideration of the development
of sources of replacements in the account-
ing profession for those called to military
service, it was the sense of the executive
committee that women students should be
encouraged to major in accounting in
view of probable early opportunities for
employment, and that a recommendation
be made to schools of business of universi-
ties that accounting courses be accelerated
for male students who may be permitted
to finish college before induction into
service.

Upon authorization of the executive
committee, the staff of the Institute has
sent a communication to all state societies
suggesting that group training courses be
initiated, particularly in the smaller com-
munities, for members of the state socie-
ties and their chapters, such courses to be
made available to the staffs of society
members.

After review of the place of the Institute
in the national mobilization program, the
executive committee resolved that defense
problems be given priority by the staff
over all other activities.

The executive committee resolved to re-
quest state societies to consider the prob-
lem of what can be done to aid individual
practitioners called to military service in
disposing of their practices, or arranging
for service to clients in their absence.

Relations with Lawyers

All the members of the Institute who
served as representatives on the National
Conference of Lawyers and Certified Pub-
lic Accountants were reappointed this
year, and with one exception, the mem-
bers representing the American Bar Asso-
ciation were reappointed. The Conference,

at its meeting on February 8th, agreed
upon changes in the language of two pas-
sages in the Statement of Principles govern-
ing the relations of accountants and law-
yers in tax practice, which had been re-
ferred back to the National Conference
by the Bar Association’s board of govern-
ors, with a request that the section on “Tax
Advice” be revised. Subsequently the
House of Delegates of the Bar Association
approved the Statement of Principles at
its meeting in Chicago the end of Febru-
ary. On the recommendation of the execu-
tive committee, the revised statement was
approved by council at its May meeting.

SEC Regulation S-X

In accordance with the action taken at
the annual meeting at Boston, the commit-
tee, through the president, requested a
hearing before the Securities and Ex-
change Commission for the purpose of pre-
senting a statement of the views of the
profession with respect to proposed
amendments to Regulation S-X. The hear-
ing was held on December 6, 1950, and a
written statement was filed, as a result of
which the provision to which the Institute
had objected was revised in the regulation
as finally amended.

Ives Amendment

The executive committee recommends
adoption by the council, and referral to
the annual meeting of the Institute for
adoption by the members, of the follow-
ing resolution supporting proposed legisla-
tion to provide a tax incentive for self-
employed individuals to provide their own
retirement income:

WueReAs, The problem of providing for
financial security in old age has been made
easier for corporate employees by section
165 of the Internal Revenue Code; and

WaEREAS, No such relief has been made
available to professional persons not em-
ployed by corporations, who must devote
long years to study and preparation be-
fore reaching a comparatively brief period
of maximum earning capacity, during
which their income is subject to high rates
of tax-earned income, making it impos-
sible to provide adequately for retirement;
and

WHEREAS, Legislation introduced in the
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present session of the Congress, namely:
the companion Bills, H.R. 4371 and H.R.
4373, introduced by Representatives Keogh
and Reed, would alleviate the existing in-
equity by providing for the amendment of
the Internal Revenue Code to permit the
postponement of income tax on limited
amounts set aside by certain taxpayers
from current income for future retirement
benefits, the principal provisions of which
may be summarized as follows:

1. Any individual would be eligible
whether he be self-employed or an em-
ployee

2. The amount excluded from gross in-
come must be paid into a “restricted
retirement” fund during the taxable
year of the individual

3. The amount excludible is limited to ten
per cent of the earned net income, but
not in excess of $7500, minus any
amounts contributed during such year
by an employer of the individual under
a pension plan

4. Earned income would include the por-
tion of income from a proprietorship
or partnership attributable to personal
services

5. A “restricted retirement” fund means a
trust forming part of a retirement plan
set up by a professional association or
similar organization for the exclusive
benefit of its participating members

6. Amounts contributed to such a fund
would be taxable income when distrib-
uted to the individual or to his benefi-
ciaries; and
Wuereas, The committee on federal

taxation of the American Institute of Ac-

countants, which studied the problem of
retirement benefits for professional per-
sons at the request of the council at its

meeting in Colorado Springs on May 8,

1951, has recommended the endorsement

of the Keogh and Reed Bills as a means

of mitigating the existing inequity;
Now THErerorRE BE IT REsorvep, That

the American Institute of Accountants

approves the principles of the Keogh and

Reed Bills, H.R. 4371 and H.R. 4373, re-

spectively; and
BEe 11 FurtHER REsoLvep, That a copy

of the foregoing resolution be sent to the

President of the United States and to each

Senator and Member of the House ot
Representatives of the Congress of the
United States, and that proper representa-
tion of the foregoing resolution be made
by the American Institute of Accountants
before appropriate congressional commit-
tees.

The executive committee recommends to
the council that it authorize the appoint-
ment of a special committee to study the
provisions of this proposed legislation and
formulate a plan which in the event of
passage of such legislation would provide
for establishment by the Institute of a
trust fund for the benefit of members of
the Institute.

Bills Relating to
Administrative Practice

No action has been taken by the Con-
gress on S, 17, the McCarran Bill, S. 1725,
the Gillette Bill, or H.R. 3097, the Walter
Bill, all of which relate to practice and
procedure before federal administrative
agencies.

The Institute has requested amendment
of S. 17, which is intended to permit de-
velopment of uniform procedure in agency
proceedings, so as to provide that the
commission to be establsihed have no
authority over admission to and disbar-
ment from practice before federal agen-
cies. The institute has requested an oppor-
tunity to be heard before the bill, which
has already been passed by the Senate, is
reported by the House Judiciary Commit-
tee, but there is every reason to believe
that the suggested amendment will be
acceptable to all concerned.

S. 1725 is opposed in its entirety by the
Institute. It would in effect limit practice
before federal agencies to members of the
bar. Assurance has been given that the
Senate Judiciary Committee will not re-
port the bill without giving its opponents
an opportunity to be heard.

The American Bar Association has rec-
ommended a change in the Walter Bill,
known as the Administrative Practitioners
Bill, H.R. 3097, which the Institute had
previously approved, after modifications
which resulted from extended negotiations
with representatives of the Bar Associa-
tion. The executive committee, after con-
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sulting counsel, has resolved that the
change, which it is understood is now
proposed on behalf of the American Bar
Association, should be opposed by the
Institute in view of the possibility that it
might adversely affect the status of certi-
fied public accountants in practice before
administrative agencies.

Change of Postal Rates

When it was learned that S. 1046, to
readjust postal rates, would carry forward
a provision for special second-class rates
available to publications of organizations
not organized for profit, including relig-
ious, educational, scientific, philanthropic,
agricultural, labor, veteran and fraternal
organizations, the executive committee ap-
proved efforts by the staff to have profes-
sional organizations specifically included.
The effort to have an amendment to the
bill accepted was not successful, but
Representative Poulson of California
raised the question on the floor of the
House, the answer to which may sustain a
contention that the present language is
intended to include such publications as
The Journal of Accountancy. In addition,
Senator Carlson of Kansas, a member of
the Conference Committee, has been re-
quested and agreed to raise the question
in conference, in the hope that the report
of the conferees will indicate their inten-
tion that such publications as The Journal
of Accountancy shall be covered by the
present language.

Extension for Filing Excess
Profits Tax Returns

Through the efforts of Institute officers,
the committee on federal taxation, and
the staff, on September 14th, an amend-
ment to H.R. 4014, authorizing the Com-
missioner of Internal Revenue to extend
the time for filing returns under the Ex-
cess Profits Tax Act of 1950 to Novem-
ber 15, 1951, was approved.

Legislative Proposals

In view of the unusually large number
of bills introduced in Congress in the
past year which directly affect the ac
counting profession, the executive com:
mittee has given a good deal of

consideration to the question whether an
effort should be made to extend sources
of information with regard to proposed
legislation and government regulations,
and to facilitate prompt and eflective
action by the Institute on such matters.

While no definite conclusion has been
reached, consideration is being given to
the possibility of reassignment of staff
duties which would permit one respon-
sible member of the staff to give more
continuous attention to this area of in-
terest. Consideration is also being given
to the possibility of obtaining additional
assistance from legal counsel or other
appropriate representatives in Washing-
ton.

Interprofessional Cooperation

In view of the fact that a number of
items of legislation have been proposed
or enacted in the past few years which -
apply with almost equal weight to all the
recognized professions whose members
receive credentials from state authorities
as a result of examination, and customar-
ily offer their services to the public on a
fee basis, the executive committee au-
thorized the executive director to explore
the possibility of creation of some ma-
chinery through which the legislative ac-
tivities of the American Bar Association,
the American Medical Association, the
Engineering Societies, the American Insti-
tute of Architects, and the American Insti-
tute of Accountants, might be coordinated
or, on occasion, joint representation might
be possible.

Insurance Trust

The executive committee resolved that
J. William Hope, Edward A. Kracke, and
Maurice E. Peloubet be appointed the in-
surance committee under the amended
agreement of the American Institute of
Accountants Insurance Trust, dated Octo-
ber 1, 1950.

The executive committee requests the
approval of the Council of the following
resolution, which the executive committee
has adopted:

“Wuereas, The Agreement and Dec-
laration of Trust dated August 25, 1947
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(herein called the ‘Agreement’) between
The American Institute of Accountants
and J. William Hope, Edward A. Kracke
and Maurice E. Peloubet, as Trustees,
and the various accounting organizations
described therein, provides that in case
any Trustee acting thereunder shall cease
to act for any reason, a majority of the
members of the executive committee of
the Institute shall have the right to ap-
point a Successor Trustee in his place and
stead;

“WHEREAS, All of the Trustees herein-
above named have duly notified the ex-
ecutive committee of said Institute of
their intention to resign as Trustees; and

“WHEREAS, The executive committee of
said Institute on September 11, 1950,
duly approved the form of an Amended
Agreement and Declaration of Trust to
be dated as of October 1, 1950 (herein
called the ‘Amended Agreement’) con-
templating that Central Hanover Bank
and Trust Company would be appointed
as Successor Trustee under the Agree-
ment:

“Now, THEREFORE, This instrument
witnesseth:
1. The resignations of J. William

Hope, Edward A. Kracke and Maurice E.
Peloubet as Trustees under the Agree-
ment are hereby accepted effective upon
the acceptance by Central Hanover Bank
and Trust Company of its appointment
as Successor Trustee under the Agree-
ment.

2. Central Hanover Bank and Trust
Company is hereby appointed Successor
Trustee under the Agreement in the place
and stead of Messrs. J. William Hope,
Edward A. Kracke and Maurice E. Pelou-
bet, such appointment to be effective upon
receipt by said Institute of instruments
in writing amending the Agreement
signed by subscribers representing more
than 50 per cent of the amount of in-
surance in force under the Insurance
Plan referred to in the Agreement.

3. Compensation to Central Hanover
Bank and Trust Company for its services
as Trustee under the Amended Agree-
ment in an amount equal to 2% on the
premiums paid to the insurance com-
pany or companies, is hereby declared

to be satisfactory to the executive com-
mittee of the Institute.

4. This instrument shall become ef-
fective only when it or similar instru-
ments shall have been signed by a ma-
jority of the members of the executive
committee of the American Institute of
Accountants.”

CPA Handbook .
Plans for publication of the CPA
Handbook are going forward. On receiv-
ing advice that James L. Dohr would
have to relinquish the editorship of the
Handbook due to ill health, Robert L.
Kane, educational director of the Insti-
tute, has assumed the assignment, in ad-
dition to his other duties, with the
approval of the executive committee. A
tentative outline of the Handbook has
been sent to representative public ac-
counting firms, to obtain their opinions
as to the proper scope of the manual.

Junior Achievement

The executive committee resolved that
a contribution of $250 be made to Junior
Achievement, Incorporated, for a scholar-
ship to a selected high-school graduate
who wished to study accounting in col-
lege.

Hoover Commission

The executive committee resolved that
a contribution of $500 be made to the
National Citizens Committee for the
Hoover Report as a token of the Insti-
tute’s support of the Hoover Commission
Recommendations.

The research department has prepared,
with the approval of the committee, a lec-
ture entitled “The CPAs Opinion,” and is
in the process of completing a classifica-
tion of CPAs’ professional services, and a
study of. long-form reports.

Annual Report

After consideration of a suggestion
from the staff, the executive committee
recommends as an experiment that a new
form of annual report of the American
Institute of Accountants be prepared for
general distribution to members, prospec-
tive members, and interested segments of
the public, at the end of the fiscal year
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1951-52. It is proposed that this report

generally follow the form of modern an-

nual reports of corporations, that it sum-
marize all the activities for the year, with
appropriate pictorial and graphic illus-
trations, and that summary financial
statements and the report of the auditors
be included. This recommendation was
actuated by the belief that a concise,
readable annual report will receive
greater attention from the membership
than the present pamphlet including the
full text of all reports of officers and com-
mittees, and that as a consequence the
membership will become better informed
of the wide scope of the Institute’s work
and all its many specific accomplish-
ments in various fields of endeavor. At
the same time, the executive committee
believes that the annual report would
serve as an excellent medium of public
relations if sent to bankers, businessmen,
lawyers, members of Congress, govern-
ment officials, and others with whom the
Institute has maintained cooperative re-
lations. In addition, such a report
would serve as an appropriate member-
ships promotion booklet if placed in the
hands of certified public accountants who
are not members of the Institute.

The cost of preparing, publishing, and
mailing such a report would not be
greater than the combined cost of provid-
ing all members with full texts of reports
of officers and committees, and of the
type of membership promotion pamphlet
produced this year. The full text of re-
ports of officers and committees would,
of course, be available to members in
multilith form on request, and appropri-
ate notice to this effect would be in-
cluded in the annual report, as well as
The CPA. If council approves this rec-
ommendation, it is requested that it in-
struct the staff accordingly.

Libel Insurance

The executive committee resolved that
a libel-insurance policy be purchased for
the American Institute Publishing Com-
pany, Inc., and the American Institute
of Accountants, covering The Journal of
Accountancy and all other publications
published by the company and the Insti-

tute, with a limit of indemnity up to
$25,000, at an annual premium of $250.

Institute Pension Plan

During the year, H. T. Winton was ap-
pointed secretary of the American Insti-
tute of Accountants pension plan, to fill
the vacancy created by the retirement of
Miss Susan Ranney from the staff of the
Institute.

Future Meeting Places

Reservations have been made for the
1952 spring meeting of Council, April 26
to May 1, at the Greenbrier, White
Sulphur Springs; for the 1953 meeting
at the Arizona Biltmore, Phoenix, April
13 to 16; for the 1954 meeting at the
Homestead, Hot Springs, Virginia, May
3 to 6.

The 1952 annual meeting of the Insti-
tute is scheduled for the Hotel Sham-
rock, Houston, Texas, October 5 to 9.
The 1953 meeting will be held at the
Palmer House, Chicago, October 18 to
22, when the Illinois Society of Certi-
fied Public Accountants will celebrate its
50th anniversary.

Accounting for the
Contingency Fund

The executive committee recommends
the adoption of the following resolution
by the council:

“ResoLvep, That the contingency fund
of the Institute shall be accounted for as
a separate fund and shall consist at all
times of cash and marketable securities
equal to the total principal amount of
the fund.

“AND BE IT FURTHER RESOLVED, That in
the future any excess of assets over lia-
bilities of the general fund of the Insti-
tute shall be designated as ‘Income
Retained for Working Capital’ until a
part or all of such retained income be
specifically appropriated to the contin-
gency fund.

“BE IT FURTHER RESOLVED, That the
balance in the contingency fund in excess
of $150,000 at August 31, 1950, be ap-
propriated back to the general fund and
that such transfer to the general fund

_shall include the investment in the Amer-

ican Institute Publishing Co., Inc.”
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Election of Auditors

The executive committee recommends
to Council the election of Franke, North,
Hannon, & Withey as auditors of the
American Institute of Accountants and

subsidiary corporations for the fiscal year
1951-52.

Election to Pension Committee

The executive committee recommends
to council appointment of Mr. Samuel J.
Broad for election to the American In-
stitute pension committee, to fill the
vacancy created by the death of Mr. F.
H. Hurdman. )

Circulation-Fulfillment

After consideration of a proposal from
the staff for a basic change in the
circulation-fulfillment operation of the
Journal of Accountancy, the executive
committee approved the proposal, and au-
thorized an expenditure of $21,000 for
equipment to put the plan into operation,
with the expectation that an estimated
annual saving of $6,000 or more would
result through improved efficiency and
decreased costs.

Trial Board

Resignations as members of the trial
board were received from Marquis G.
Eaton, Samuel W. Eskew and T. Dwight
Williams, upon their election as members
of the committee on professional ethics
by the Council.

The following were elected members of
the trial board by the council at its
spring meeting:

For term of three years:

George D. Bailey, Michigan

J. William Hope, Connecticut

George S. Olive, Indiana

Frederick H. Hurdman, New York

J. Harold Stewart, Massachusetts

Virgil S. Tilly, Oklahoma

C. Oliver Wellington, New York

For two years (to fill a vacancy):
Arthur B. Foye, New York

Election of Acting Treasurer

The executive committee resolved that
Mr. Prior Sinclair be designated acting
treasurer of the Institute, with power to

sign checks in the absence of the

treasurer.

International Congress
on Accounting

The Sixth International Congress on
Accounting will be held in London, June
16-20, 1952. The executive committee has
resolved that the Institute should partici-
pate in the Congress, and the president
has been authorized to appoint a repre-
sentative to present a paper at the Con-
gress on the subject of “The Incidence
of Taxation,” in respect of the United
States, a subject assigned to the Institute
at the request of the committee in
charge of arrangements for the Congress.

Membership

The executive committee approved a
plan proposed by the committee on mem-
bership and the staff of the Institute for
intensive membership promotion to aug-
ment the membership of the Institute, and
authorized an expenditure not to exceed
$5,400 to carry out the proposal.

At August 31, 1951, the membership
of the Institute was 17,998. A total of
2,150 new members have been admitted
in the current fiscal year 1950-51; 36
members were reinstated, 76 members
have been lost by resignation; 77 by non-
payment of dues; 106 by death.

The members who have resigned or
have been dropped constitute .0085 per
cent of the membership. Last year the
aggregate losses from these sources were
one per cent. )

Deaths of the following members have
been reported since the last annual meet-
ing:

Roy G. Abbey Thomas W. Brown
W. J. Acker Tom F. Carey
Chauncey B. Adams Charles L. Castles

A. Lester Andrus A. C. Clarkson
Ernest F. Augustine Louis T. Cormier
Joseph S. Austin Stanley G. Coward
Robert Bayne Edward C. Craft
Howard R. Bennett  Stanley H. Crouch
Seymour R. Berkey Forrest Dalton
Clement L. Bittner George W. Davila
George Andrew Bone H. J. T. Day

Ernest D. Bowman  Gordon M. Dickinson
John M. Boyce George E. Dunlop
Margaret M. Breen  Richard A. Ellington, Jr.

Francis R. Brodie George T. Finnegan
T. Cedric Browne William Edward Fisher, Jr.



Bernard M. French
Joseph W. Galloway
H. S. Gilliam

Harry E. Gordon
Robert Grainger
Henry M. Haesloop
Ralph Thomas Hand
Leo Harris

Walter Heinsius
Wilfred N. Howard
H. Glenn Huffmon
James F. Hughes
Walter E. Hugins

Hugh Godfrey Humphreys
Frederick H. Hurdman

Sydney L. Israel
oward E. Jackson
William C. Jackson
Roy A. Janz
William J. Jessup
Stanley M. Johnson

Oscar Theodore Johnston

Robert E. Kelly

Errol Kerr

Charles Rex Kistler
Eugene M. LaShell
Willard H. Lawton
Sydney Thompson Lee
Maxwell E. Lerner
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L. Lynn McManus
Laura Menn

Henry F. Meyer
Isador A. Nahmias
Henry W. Neill
Ambrose J. Nolan
Hugh S. O’Reilly
H. S. Paterson

I. Graham Pattinson
A. Lee Rawlings
John Y. Richardson
F. C. Rohwerder
James Lindsay Rose
Peter H. Rustin
William S. Salway
Seymour Satin
Thad J. Schuler

J. M. Silvert

Louis C. Slay

W. T. Snider
Herman A. Spiegel
Rodney F. Starkey
E. Elmer Staub
Norvel M. Stiers
Joseph Stine

John W. Stokes
Alex. L. Tinsley
John P. Toole
Luther K. Watkins

Samuel A. Linsky
Daniel J. Lynch
Herman Ludewig

Fred L. Main

Julius V. Weiss

A. V. Wenstrom

A. R. C. Wetherall
Roy C. Whitmore

Joseph L. Martin J. E. Wright
Harold A. Marvin Walter W. Zeuhlke
Charles E. Mather Carl H. Zipf

Lewis R. McGee

The executive committee recommends
that council adopt the following resolu-
tions:

ResoLvep, That the executive commit-
tee of the American Institute of Account-
ants hereby records its deep sorrow at
the loss of Frederick H. Hurdman, whose
contributions to the development of the
accounting profession in the United States
were of a magnitude reached by few
others.

As president of the Institute from 1928-
30, as chairman of many major commit-
tees, including executive, professional
ethics, board of examiners, cooperation
with bankers, relations with bar, co-
chairman of the National Conference of
Lawyers and Certified Public Account-
ants, and president of the American
Institute Benevolent Fund, he was a vital
force in the solution of numerous tech-
nical and professional problems that con-
fronted the profession in the early stage
of its development.

One of his major achievements occurred
in his capacity as chairman of the com-
mittee representing the Institute in the
negotiations which resulted in its merger
with the American Society of Certified
Public Accountants, which united the
profession in one national organization of
certified public accountants. This was a
milestone in the history of accounting in
the United States which marked the be-
ginning of its most rapid progress.

Mr. Hurdman’s capacity for enthusi-
asm, his warm friendliness for his fellow
practitioner, his intellectual vigor, and
his exemplary personal conduct, won the
admiration and the affection of all who
knew him. He was a leader of high qual-
ity, and the members of the profession
which has benefited so greatly from his
efforts will remain forever in his debt.

Resorvep, That the Council of the
American Institute of Accountants learns
with deep regret of the death of its fel-
low member, Carl H. Zipf, of Philadel-
phia, and records its appreciation of his
contributions to the progress of the ac-
counting profession through his services
to the Pennsylvania Institute of Certified
Public Accountants and to the American
Institute of Accountants as a member of
its governing body.

FurTHER RESOLVED, That copies of
this resolution be transmitted to Mr.
ZipP’s family and professional associates.

Securities

The executive committee has approved
the following sales and purchases of se-
curities for the several funds of the
Institute and subsidiary corporations
since the last annual meeting:

Purchases
GENERAL Funp
$50,000 United States of
America 1%4% treasury
notes, series B dated
March 1, 1950, due July
1, 1951 @ 99.905151

DOl eeeneeninnnnn. '$ 49,952.28

EnpowMENT Funp
250 shares Ohio Oil Com-

pany common stock, no
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par: 200 shares @ 50%
plus  $62.00 commis-
sion  ...iieeiiian...
50 shares @ 505 plus
$20.39 commission and
$3 stamps

10,162.10

2,554.64

AMERICAN INSTITUTE OF
AccouNTANTS FOUNDATION
96 shares J. C. Penney
Company common
stock, no par @ 64%
plus $28.96 commission

andtax .............. 6,214.72

AMERICAN INSTITUTE
BenevoLENT Funb, Inc.
15,000 Pacific Gas and
Electric Company 3%
First and Refunding
Mortgage bonds, due
June 1, 1974, @ 104%
plus commission and
46 shares Safeway Stores,
Inc.,, 4% cumulative
preferred stock @
$100% net ..........
37 shares Ohio Oil Com-
pany common stock, no
par, @ 50% plus $17.83
commission and $2.22
stamps

5,243.75

4,623.00

1,892.78

Sales

GENERAL Funp
$50,000 United States of
America 1%4% treasury
notes, series B dated
March 1, 1950, due
July 1, 1951, @

99.967183 ........... 49,952.58

EnpowMmENT FUND
200 shares Allied Chemi-
cal & Dye Corporation
no par common stock @
66% less $65.26 com-
mission, $20 stamps and
27¢ SEC ............
56 rights, Consumers Pow-
er Company @ 15/64
net, less tax
100 rights, American Tel-
ephone and Telegraph
Co. @ 1.96 net .......
110 rights, Central Illinois
Light Co., no par com-
mon @ 8/32 net
400 rights, Virginia Elec-
tric & Power Co. @
7/64 net less 21¢
SLAMPS v vvveveennnn
100 rights, National City
Bank of N. Y. @ 73¢,
less stamps
AMERICAN INSTITUTE OF
AccouNTANTS FOUNDATION
100 shares New Jersey
Zinc Co., $25 par capi-
tal stock @ 62% less
commission and tax ..
AMERICAN INSTITUTE
BenevoLENT Funp, INc.
60 shares R. S. Reynolds
Tobacco Co., New class
B $10 par common @
32% less $17.81 com-
mission, $2.76 stamps
and 4¢ SEC
Respectfully submitted,
T. CoLEMAN ANDREWs, President.
Joun L. Carey, Executive Director
October 5, 1951

13,164.47
........ 128.45

196.00

26.80

43.54

72.83

6,214.24

1,936.89

Committee on Budget and Finance

To tHE COUNCIL OF THE

AMERICAN INSTITUTE OF ACCOUNTANTS

GeENTLEMEN: The budget for the fiscal
year ending August 31, 1952, has been
prepared in the light of the Council’s
decision that the activities of the Institute
as carried on during the year just con-
cluded would continue during the coming
year. On the basis of that decision, it is
estimated the Institute would show a deficit

of expenditures over its ordinary income
of $79,470. To avoid showing a deficit and
still maintain the activities of the Institute
at their present level, the Council decided
to call upon firms and individual practi-
tioners for a special contribution equiva-
lent to three dollars per staff member. The
income fromt this source is estimated at
$80,000 and will cover the deficit from
operations mentioned above.
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The need for additional revenue results
from the failure of dues from a larger
membership to keep pace with expanding
payrolls and material price increases re-
sulting from inflation. Diminishing income
from sales of the Institute’s publications
and fees from state boards for grading
CPA examinations, caused by dropping
enrollments in educational institutions and
fewer candidates sitting for the examina-
tions, are contributing factors.

While it is estimated that the Institute’s
income for 1951-2 will be higher than the
amount actually received in 1950-1 by
approximately $13,000, the expected ex-
penditures for 1951-2 will rise by nearly
$75,000 from the 1950-1 revised budget.
Three major factors help to contribute to
this rise. The membership directory will
be published during the forthcoming year.
The Public Relations Department will at-
tempt to get a better Washington cover-
age of events affecting public accountants.
And the full effect of adding six people to
the payroll since the beginning of the
1950-1 year, as well as salary increases,
will be felt during the coming year.

The budgetary figures, which follow, dif.
fer in some respects from those of the
preceding year. The budget for the En-

AMERICAN INSTITUTE OF ACCOUNTANTS

REVENUE, EsTIMATED:
Membership dues

Income from securities ...............
Contribution from American Institute of Accountants Foundation ........
Fees from state boards of accountancy .

Application fees

EXPENDITURES:
Salaries and fees for technical services:

Institute adminiStration . ............courveeneeerneneennnneeneenenns
Public relations department ...........
State society service department .......

Research department

Educational department, CPA handbook, and board of examiners’ staff . ...
Library staff ........cccoviiiinnnn..
Accounting, purchasing, and officer services .................. ... ...,

Total (carried forward) ...........

...................................................

Sales of publications (less production costs)

dowment Fund has been combined with
that of the Institute, although for the con-
venience of members interested in the op-
erations of the library, the Endowment
Fund and the American Institute of Ac-
countants Foundation are also set out sep-
arately. Traveling expenses, because the
total is not large, have not been itemized,
but are included as a single item. The
budget for announcements and advertising
of the Institute’s publications has been
eliminated from that part of the statement
listing publications to members, and has
been set out separately.

The policy of not consolidating the Pub-
lishing Company with the Institute’s opera-
tions has been continued into the current
year.

The Committee on Budget and Finance
has been in constant touch with represen-
tatives of the United States Trust Com-
pany, custodian of securities of the various
funds. Investment policy has been dis-
cussed as well as questions regarding in-
dividual investments.

Respectfully submitted,
J. WiLLiam Hopre, Chairman
Prior SINCLAIR
Harorp R. CAFFYN
October 3, 1951

Budget
1951-1952

............................... $422,000

17,800
3,200

et 135,000

2,000

$655,000

-$ 60,000
31,600
16,000
77,700
47,600
16,900

101,700

$351,500

.$351,000
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Budget
1951-1952
Total (brought forward) ......... $351,000
Fees for professional services:
AUditing £EeS oot vt it it e e i $ 2,000
Legal fees of counsel, retainer and expenses . ...........oveievneneruenens 6,500
Special legal fees ... ..ottt i et 10,000
$ 18,500
American Institute Pension Plan ..................ccoiivvininneneen......$ 20,500
Social SECUTILY tAXES + vt vt vietiiieieieenreeenenrnnenaeneneeeeee. 9930
Administrative expenses:
Stationery and printing . .. ........ ... it it i $ 6,600
Postage and express ... .. A Pt 17,820
Telephone and telegraph . ... ... 6,780
SUPPHES + v v e et et it ittt e e 11,280
Equipment and equipment maintenance . ...... e 10,200
Rent, electricity, insurance, and building expenses ...................... 71,500
$124,180
Publications:
The Journal of Accountancy . e i ei e, 357,000
CPA (production and mailing costs) .................................. 21,000
Permanent binders for reports and membership lists .................... 4,000
Special reports to members . ....... .. il 55,000
$137,000
* Expenses of uniform CPA examinations, including fees for preparation and
grading but excluding departmental salaries, rent and overhead ........ $109,760
Expenses of annual meeting, council, and executive committee ........... 11,200
Traveling EXPemSES « « . vvvnve vt eeorneasaensasnennsesnonssonencnneens 27,950
Technical and other committee eXPENSES « ..o v v irienrennnerereannenns 10,000
Expenses of public relations department including professional fees ...... 42,400
Expenses of state society staff meetings ............. ... .. ... ....... 3,000
Library books and magazines ..........cooiiiiiiiiiiiiiiiiiiie e 6,000
Announcements and advertising . .........c ittt 4,000
General EXPENSES . .vvu v n it et e 2,550
Total expenditures ............c.cviiiivenrnenen $878,470
Less: Charge to American Institute Publishing Co., Inc., for editorial and
AdmMINISITALIVE COSES « v vv vt v s ceve et anonnesennessnnneeanaansances 144,000
$734.,470
Excess of expenditures over income ............. $ 79,470

Special voluntary contribution from members for maintenance of Institute’s
BOLIVIEIES  « v v v ev ve et ee ctos e sneannsaneanaeanaseansenneennn... 80,000

Excess of income over expenditures after crediting
special contribution ........... ...l $ 530
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ENDOWMENT FUND Budget
REVENUE: 1951-1952
Income from SECUTTEIES . v vv vt i it it it ettt it eiee i ieeaeeeanens $T—l_3:(i)0u
Contribution for the library from the American Institute of Accountants
Foundation ......oininieiiiiiiiiiiiii i it it e 3,200
Miscellaneous sales—profit from sales of Accountants’ Index Supplements . . 900
Total revenue ........c.oiiiiiiiniiiiennennann $ 17,100
EXPENDITURES:
Salaries of library staff . ...o.o ittt e $ 16,900
Social SECUTILY TAXES vt vevt ittt it ot e e e et et e et e e eiianas 620
Stationery and Printing ... .....ovuetir et eeeeeeeeeeiiieiaeaeneanans 120
Postage and eXpress . ...oueuiitii i e e 480
Telephone and telegraph .........c..viiieiiii i, 240
SUPPIES oottt ittt i et e et e 420
Equipment purchased ...... ..ottt e e 250
Rent, electricity, insurance, and building services ...................... 12,000
Books and magazines ...................... e 6,000
General EXPeNSES . .o ovve vt ie e e e e 750
Total expenditiures . ...ovvvevreineenneneerennns $ 37,780
Excess of expenditures over revenue, to be absorbed
bygeneral fund .......... ...t $ 20,680
AMERICAN INSTITUTE OF ACCOUNTANTS FOUNDATION
REVENUE:
Income from SECUTIHIES ... vttt et it ittt e ennenn $ 3,400
Total income ........oviiiiiniiirniennennnnnn $ 3,400
EXPENDITURES:
Contributions to endowment fund for support of library ..................$ 3,200
Other EXPeNSEs . .ovvevr ittt it vt stnaereenienanoneennnenns .. 200
$ 3400

To THE DIRECTORS OF THE AMERICAN INsTiTUTE PuUBLISHING Co., INC.:

GENTLEMEN: The committee on budget and finance of the American Institute of
Accountants submits herewith a budget for your Corporation for the year ending
August 31, 1952. In compiling these figures the Budget and Finance Committee has set
forth separately at the bottom of the statement the budget for addressograph equipment.

AMERICAN INSTITUTE PUBLISHING CO., INC.

REVENUE:

Subscriptions earned—members . ......... ... . il i it e $ 57,000
Subscriptions earned—other subscribers ............. ... 236,000
AdVETHISING « v ettt et it et ettt ittt it e 125,000
Sales 0f SINZIE COPIES + v in vt ettt e 2,400
Sales of bound volumes, binding (less costs) ...............ocvvvvvn... 1,800
Service sales (MEL) .+ .v e et e in ittt ieieeiinieiiiiaeeeennaaaans 9,000

$431,200
Less: production and mailing costs ..........coooiiiiiiiiiiiiii 137,400

Income from magazine ............0000........$293,800
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Budget

1951-1952

Total (brought forward) ..........$293,800

Sales of books .......... e e ..$ 9,000

Less: cost of books sold and royaltles .................................. 4,000

Income from books ...........................% 5,000

Income from securities . ..$ 2,160

Total income ..$300,960

EXPENDITURES : ———

Salaries ...... ..$ 92,200

Social security taxes e 2,580

Reprints and fees for techmcal SEIVICES v vuvvvevemee e caenaeanneanennnn 3,300

Stationery and printing . .........ooeiiiiiiiiiiii i e 2,400

Postage and eXpress ... .oveeirtinn ettt e s 4,320

Telephone and telegraph ...........cotiiiii i 600

SUP DS vt ettt e e e e e 1,620

Equipment ... ... o i e e, 1,640

Insurance and €XCISE tAXES .. v v tintinrnerenaneeeeeeeennneeansennas 1,200

Advertising and Promotion ..............c.iiiiiiiiiiiiiiiie e 39,630
American Institute of Accountants charges for editorial and administrative

1 7 J 144,000

General EXPeNSes . .. ..oitut it e e e e e e 2,100

Total EXPENSES .« tv vt it e @5,590

Excess of income over expenses ................$§ 5,370

Addressograph equipment to be purchased and used chiefly for addressing

Journal wrappers, not included in above expenditures

October 3, 1951

Respectfully submitted,

J. WiLLiam Horg, Chairman
Prior SiNcLAIR

Harorp R. CAFFYN

Board of Examiners

To tHE COUNCIL OF THE

AMERICAN INSTITUTE OF ACCOUNTANTS

GENTLEMEN : During the year, the Board
of Examiners has held three full meetings
in addition to conducting much of its work
through subcommittees.

The Uniform CPA Examination was
used in November, 1950, by 47 states and
four territories or other governmental divi-
sions. The examination was taken by
12,615 candidates and papers for 6,350
candidates were graded by the Institute’s
grading staff. A total of 23,660 papers
were graded which was a decrease of 3,471
from the previous November. The percen-
tage of candidates passing each of the
subjects did not vary substantially from

the percentage passing at each of the three
prior examinations.

The last uniform examination, which
was held on May 16, 17, and 18, was
taken by 10,335 candidates. This repre-
sented a reduction from the May,
1950 examination of 1,651 candidates and
a reduction from the November, 1950, ex-
amination of 2,380 candidates. The May,
1951, examination was given in 44 states
in contrast with the May, 1950, examina-
tion which was given in 42 states and the
November, 1950, examination in 47 states.

All except four of the states giving the
May, 1951, examination submitted the pa-
pers to the Institute for grading by the
staff under the direction of the Board of
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Examiners. As a result, grading was per-
formed on 22,353 individual papers sub-
mitted by 5,960 candidates. While there
was a substantial decrease in the number
of candidates taking the examination, the
actual decrease in the number of papers
graded by the Institute in comparison with
November amounted to only about six per
cent. The largest decrease in the number
of candidates on a percentage basis was
in New York State where a revision of
rules went into effect. While decreases in
other states were not generally so large,
there was a continuation of the down trend
in the number of candidates as has been
the case on the past two examinations. It
is anticipated that there will continue to
be a slight decrease in the number of
CPA candidates in line with decreases in
college enrollment during the next two or
three years.

The passing percentages on the May
examination varied only slightly from those
on the November and the previous May
examination. While there has been no ap-
preciable increase in passing percentages
since the peak was reached in the number
of candidates taking the examination in
1949, the passing percentages have varied
less from examination to examination than
did the percentages for the immediate
post-war period.

Preparation of the uniform examination
and operation of the grading service and
the conduct of other activities of the board
resulted in a loss for the fiscal year ending

August 31st of $4,600 after charges for the
cost of space used solely in connection
with the grading service. This loss is some-
what larger than that incurred in the pre-
vious year and, in view of increasing costs
of services, as well as costs for printing,
stationery supplies, express, etc., it is prob-
able that somewhat larger losses may he
anticipated in the next fiscal year.

The Board has been giving preliminary
consideration to questions of whether ma-
terial on the subjects of income taxes and
of Commercial Law of the type included
in recent examinations constitute the most
practical reasonable tests of the candi-
date’s competence in these areas under
present day conditions. The Board has no
conclusions or recommendations to offer
at this time, but expects to continue its
study.

The next uniform examination is sched-
uled for November 7, 8, and 9, 1951, and
the necessary arrangements have been
made by the board for the handling of
the resulting work.

Respectfully submitted,

Donarp P. Perry, Chairman

Herman W. Bevis

M. C. Conick

ALEXANDER EULENBERG

Ira N. FrisBee

Joun J. Lane

Mark D. LiTTLER

Joun W. McEAcCHREN
September 21, 1951

Committee on Professional Ethics

To tHE COUNCIL OF THE

AMERICAN INSTITUTE OF ACCOUNTANTS

GENTLEMEN: The committee on profes-
sional ethics will hold a meeting on Oc-
tober 7, 1951, to consider all open cases,
inquiries, and other matters. Most of the
committee’s work has been carried on by
daily correspondence.

Analysis of Cases

49.7, Final action by the courts and
the state society of certified public ac-
countants has not yet been taken in con-
nection with indictment of a certified
public accountant, whose partners are
members of the Institute, on charges of

forgery and conspiracy. Action on the mat-
ter is therefore being held in abeyance by
the Institute committee.

49.11. A complaint was made that a
firm of certified public accountants, part-
ners of which are members of the Institute,
had submitted bids for the audit of a cli-
ent served by another public accountant,
in a state where the rules of professional
conduct of the state society of certified
public accountants prohibited competitive
bidding for professional engagements. The
committee, after careful consideration of
the charges and review of all related cor-
respondence, ruled that there was no vi-
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olation of Rule (7) of the rules of
professional conduct, regarding solicita-
tion, and found that there were not strong
grounds on which to prosecute for viola-
tion of Rule (14) relating to competitive
bidding. The file in the case has therefore
been closed.

50-14. A member of the Institute was
charged with violation of the national sto-
len property act, pleaded guilty, and was
placed on probation by the court for one
year. After full consideration of the case
by the ethics committee and the executive
committee, membership of the member
concerned was terminated under Article
V, section 2 of the by laws.

50-15. The committee had held in
abeyance action on a complaint involving
window display and other advertising on
the part of a firm of certified public ac-
countants, a partner of which is a member
of the Institute, until the matter had been
settled to the satisfaction of the state soci-
ety of certified public accountants. The
committee was subsequently informed that
the firm in question had discontinued the
practices complained of and had agreed
to abide by the rules of professional con-
duct. However, the attention of the state
board of accountancy was called about
the same time to the listings of the firm
concerned in telephone directories through-
out the state, and the board is making an
investigation of the matter. At the request
of the state society, the case is again be-
ing held in abeyance until further word is
received.

50-17. A member of the Institute was
charged with solicitation by his firm of
the client of another public accountant.
The matter was called to the attention of
the member concerned, and in view of his
assurances that he would abide by the
rules of professional conduct in the future,
the file was closed.

50-18. This case relates to circulariza-
tion of a letter reproduced on the letter-
head of a member of the Institute adver-
tising the sale of a chart of accounts. The
committee ruled that it was improper to
reproduce such a letter on the firm letter-
head of a member and so informed the
member concerned. The committee has

for consideration the member’s response
outlining his proposed action to comply
with the committee’s findings.

50-19. A complaint was received that
a member of the Institute had called upon
the client of another member and informed
him that he was opening an office and was
calling on businessmen and merchants in
the area. The member concerned was
asked for an explanation of the matter,
and in view of assurances that he would
abide by the rules of professional conduct
in the future, the committee closed the file.

50-21. The CPA certificate of a mem-
ber of the Institute was revoked by a state
board of accountancy on charges of grand

“larceny. After full consideration of the

case by the ethics committee and the ex-
ecutive committee, membership of the
member concerned was terminated under
Article V, section 2 of the by laws.

50-22. Action has been deferred to
permit further investigation of charges
of an improper audit by a firm of certified
public accountants, partners of which are
members of the Institute.

51-1. A complaint was received from
a member of the Institute charging that
another member had sought to interfere
with his professional career by giving an
unfavorable reference to a state authority.
After a thorough review of the circum-
stances, and consultation with state soci-
ety officials who had investigated the
charges, the committee found no basis for
complaint and closed the file in the case.

51-2. The committee received a com-
plaint charging that a member of the In-
statute was circularizing persons and firms
other than clients in connection with the
opening of a new office. The member was
reprimanded, and in view of his assur-
ances to both the Institute and the state
society of certified public accountants that
he would abide strictly by the rules of
professional conduct in the future, the
committee closed the file.

51-3. Countercharges filed by two
members of the Institute in connection
with services rendered to a client formerly
served by one member and presently served
by the second member were given consid-
eration by the committee. The committee
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resolved to close the file, unless the com-
plaint was referred to the state society of
certified public accountants or either com-
plainant was willing to press the charges
actively and furnish the committee with
specific instances in which it could be held
that the rules of professional conduct had
been violated. The complainants were in-
formed of the committee’s findings, and
the case was closed.

51-4. The committee considered a
complaint which had been received by a
state society of certified public account-
ants, charging that a member of the In-
stitute was using his name and affiliation
in connection with promeotion of publica-
tions of which he is the author. The com-
mittee was of the opinion that it was prop-
er for a member’s name and affiliation to
be used in connection with such publica-
tions. The state society was so informed
and the file was closed.

51.5. The committee received a com-
plaint involving newspaper advertising on
the part of a member of the Institute. An
explanation was requested from the mem-
ber concerned, and in view of his assur-
ances that he will abide by the rules of
professional conduct in the future, the
committee closed its file.

51-6. The committee still has under
consideration a simultaneous complaint
received by the Institute and a state society
of certified public accountants, calling at-
tention to newspaper articles regarding a
particular industry, in which statistics by
a firm of certified public accountants, part-
ners of which are members of the Institute,
are quoted.

51-7. The committee’s attention was
called to a full-page advertisement of a
firm of certified public accountants, part-
ners of which are members of the Institute,
in a classified city directory. An explana-
tion was requested from the members in
question. In view of their explanation that
the advertisement had been carried with-
out the partners’ knowledge and had been
discontinued, the file was closed.

51-8. After careful investigation and
consideration of a complaint that a mem-
ber of the Institute was using his name in
connection with distribution and sale of a

tax pamphlet which he had prepared, the
committee closed its file in the matter.

51-9, After consideration of all the
facts involved in a complaint that the
confidential relationship between a client
and his accountant may have been violated
in connection with an article regarding
the client which appeared in a weekly
magazine, the committee found that the
confidential relationship between client
and independent accountant had been ob-
served. The member concerned was so in-
formed, and the case was closed.

51-10. A complaint was received that
a member of the Institute was running a
weekly newspaper advertisement of his
firm. After review of an explanation from
the member concerned, and his assurances
that he will abide by the rules of profes-
sional conduct in the future, the commit-
tee closed the file.

51-11. The committee received a com-
plaint that a firm of certified public ac-
countants, partners of which are members
of the Institute, had submitted competitive
bids for state auditing work. Since neither
the state law nor the rules of the state
society of certified public accountants con-
tain provisions against competitive bid-
ding, the committee felt that it could take
no action in the case and closed the file.
The members concerned were, however,
informed that the committee on profes-
sional ethics looked with disfavor on com-
petitive bidding.

51-12. A simultaneous complaint re-
garding window display advertising for
income tax service, involving a member of
the Institute, was received by the Institute
and by the state society of certified public
accountants. After receiving a report from
the state society that the member con-
cerned had discontinued the practice com-
plained of, the file was closed.

51-13. The committee has under con-
sideration a complaint against a member
of the Institute involving charges of ad-
vertising, solicitation, improper audit, and
other matters. Sweeping allegations against
state and federal bodies were also made.
The case is under consideration.

51-14. A complaint has been received
from a firm of certified public accountants
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that several of their clients had received
unsolicited tax bulletins from another
firm, partners of which are members of
the Institute. The committee is investigat-
ing the charges.

51-15. The committee has under con-
sideration charges of acts discreditable to
the profession by a member of the Insti-
tute.

51-16. Charges of solicitation by a
member of the Institute of the clients of
another public accountant are being in-
vestigated by the committee.

51-17. A news item has been brought
to the committee’s attention regarding a
court case involving the confidential rela-
tionship between the accountant, a member
of the Institute, and his client. The com-
mittee has deferred action until the case
in question has been settled in the courts.

51-18. The committee has under con-
sideration complaints from members of
the Institute charging solicitation of the
clients of other public accountants by a
firm of public accountants, partners of
which are members of the Institute.

51-19. A complaint charging adver-
tising and solicitation by a member of the
Institute has been brought to the commit-
tee’s attention. The matter is being inves-
tigated.

51-20. The committee has under con-
sideration charges of solicitation by a
member of the Institute of the clients of
another public accountant.

Summary of Inquiries

The committee has given consideration
and responded to inquiries on the follow-
ing subjects during the year:
ADVERTISING :

Speaker’s firm affiliation in state society
programs

Advertisement of school showing name
and CPA title of instructor affiliated with
school

Membership in Better Business Bureau
—listing of member’s name and firm in
paid advertisement of Bureau

Use of “canned clients’ reports”

Window display advertising

Participation by a CPA firm in radio
program sponsored by a bank

Accounting and Tax Service—mailing
announcements, newspaper advertising

Listing of employee on firm letterhead
as “associate”

Distribution and promotion of books
and bulletins written by CPA

Newspaper publication of letters writ-
ten by CPAs in relation to receipt and
examination of letters from county and
city superintendents of education, with
reference to school accident insurance
claims

Telephone directory listings

Inclusion of professional statement of
accounting firm in directory

Institutional advertising including names
of certified public accountant members

Certified public accountant joining com-
munity club whose prime objective was
referral of business to other members of
the club

Certified public accountant contributing
to service club program by purchasing
space in benefit program .

Sale of bookkeeping service clients to
certified public accountants

Sale of bookkeeping records service by
certified public accountant

Distribution of announcements of open-
ing an office

Notifying accountants and attorneys of
availability as tax consultant

Participation in organization of or be-
coming member of group to furnish re-
search service to members of accounting
and legal professions

Distribution of tax bulletins and other
material under certified public account-
ant’s name
Firm NamEs:

Deleting word “company” from names
of accounting firms

Different designation of firm name in
two different cities

Use of designation “limited partner”
INDEPENDENCE :

Certified public accountant expressing
opinion on financial statements of clients
for whom he keeps the books

Accounting partnership serving as audi-
tor of hotel which it operates as lessee

Certified public accountant accepting
engagement as auditor of organization
whose officers have embezzled funds
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Certified public accountant counter-sign-
ing checks for client

Certified public accountant serving as
member of board of directors of county
taxpayers association when firm audits
records of some county departments

Certified public accountant serving as
trustee for corporate client in employee-
profit-sharing plan.

Certified public accountant expressing
opinion on audit report of government
agency

Certified public accountant serving on
Board of Directors of client corporation

Certified public accountant serving as
member of trust committee for pension
trust composed of clients
SOLICITATION:

Solicitation of clients by employee start-
ing his own practice

Interest of partners or dissolved part-
nership in clients and employees
PracTticE witHe OTHERS:

Collaboration with non-CPAs in audit
of municipality

Limited partnership with public account-
ant
MISCELLANEOUS :

Conduct municipal audit without profit

Certified public accountant representing
client in illegitimate business

Certified public accountant reimbursing
another CPA for referring clients to him

Use of designation “Income Tax Con-
sultants”

SuMMARY:
Advertising ... ........... 31 inquiries
Firm names ............ 3 inquiries
Independence ... ... ... .. 9 inquiries
Solicitation ........ ... .. 5 inquiries
Practice with others ..... 3 inquiries
Miscellaneous ........... 4 inquiries

ToraL 55

The committee believes that it would
be desirable to amend Rule (14) of the
rules of professional conduct so as to
prohibit competitive bids for professional
engagements under any circumstances.
Rule (14) forbids competitive bidding
only if such a bid would constitute viola-
tion of a state board or state society rule.
The committee recommends that this pro-
posal be studied further within the com-
mittee, with a view to submitting to the
council at its meeting next spring, a def-
inite proposal for revision of Rule (14).

Respectfully submitted,
SamueL W. Eskew, Chairman
Margquis G. EaTon

Joun B. INcLis

LincoLn G. KELLY

T. DwicHT WILLIAMS

September 28, 1951



Committee on Accounting Procedure

To THE COUNCIL OF THE
AMERICAN INSTITUTE OF ACCOUNTANTS
GENTLEMEN: The committee on account-

ing procedure has held four two-day meet-
ings since its report to council last fall,
and will hold another one-day meeting
before its term expires. It has issued three
bulletins and has made considerable prog-
ress in drafting a booklet combining all
of the accounting research bulletins issued
to date. These and other projects with
which the committee has been concerned
during the past year are discussed in the
comments which follow:

Bulletin No. 13 (Addendum) and
No. 26 (Addendum)

The committee is of the opinion that
Bulletins Nos. 13 and 26, dealing with
special war reserves, should no longer be
relied upon as a basis for the establish-
ment and use of reserves. A statement to
that effect, under the title, “Limitation of
Scope of Special War Reserves,” was is-
sued by the committee in July in the form
of addenda to each of the bulletins.

Bulletin No. 41

Rule 5-03 (17) of the revised Regula-
tion S-X issued by the Securities and Ex-
change Commission on December 20, 1950
requires any special items of profit and
loss given recognition in the accounts
during the period, which were excluded
in the determination of net income, to be
included at the bottom of the income state-
ment after the figure of net income ecr
loss. Rule 5-03 (18), “Net Income or Loss
and Special Items,” requires that such
special items be added to or subtracted
from net income or loss to produce a final
figure to be captioned “Net Income and
Special Items,” “Net Income or Loss on
Sale of Plant,” etc. This procedure is
clearly at variance with the procedure
recommended under (¢) of paragraph 2
of Accounting Research Bulletin 35.

The committee discussed this question
and in July of this year issued Accounting
Research Bulletin No. 41, “Presentation of
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Income and Earned Surplus (Supplement
to Bulletin No. 35),” setting forth the
committee’s opinion as to the acceptability
of the form required by Regulation S-X.
In that bulletin, the committee stated
its preference for the forms recommended
in Bulletin No. 35, but concluded that
either the forms of presentation recom-
mended in Bulletin No. 35 or the form
required by Regulation S-X may be re-
garded as acceptable. The committee also
stated that it is permissible for a com-
pany to use one form in one statement,
and a different form in another like state-
ment covering the same fiscal period. It
emphasized that when the procedure re-
quired by Regulation S-X is adopted, care
should be taken that the figure of net in-
come is clearly and unequivocally design-
ated so as not to be confused with the
final figure in the income statement, and
that any representation of earnings for
the year or of earnings per share should
be based upon the amount designated as
net income.

Revision of SEC Form S-1

The Securities and Exchange Commis-
sion earlier this year distributed for com-
ment copies of a proposed revision of
Form S-1. Items (7) and (8) of Part I
of the proposed form deal with the pre-
sentation of financial information in pro-
spectuses. They provide for the presenta-
tion of very condensed financial informa-
tion and seem to approve the furnishing of
less information to investors than that
usually appearing in published annual re-
ports to stockholders.

The majority of the committee is of the
opinion that simplification of prospectuses
can be achieved more satisfactorily by
reducing the amount of detail presently
required in financial statements in pro-
spectuses, rather than by eliminating the
basic statements entirely. It believes htat,
as a minimum, prospectuses should include
a statement of financial position, a state-
ment of income, and a statement of surplus,
together with appropriate notes thereto,
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meeting the standards of disclosure gen-
erally accepted for certification of finan-
cial statements presented to stockholders.

The committee accordingly suggested to
the Commission that such detailed informa-
tion as is considered necessary for the
purpose of the Commission’s staff and of
skilled financial analysts, rather than for
the ordinary investor, should be set forth
separately in the Regulations and be re-
quired to be included in the registration
statement as “Supplemental Financial In-
formation.” Thus, only the details con-
sidered essential for the use of the general
investor, present or prospective, would be
required to be disclosed as an integral part
of the financial statement. These, the com-
mittee suggested, should be included in
the prospectus and should be required to
be certified.

Booklet Combining Accounting
Research Bulletins

Since the last annual report to council
the committee has devoted its major atten-
tion to the preparation of a booklet com-
bining the accounting research bulletins
issued to date, and has made substantial
progress. As is readily apparent, this
project has required a great deal of close
study and thorough discussion by members
of the current committee. Much of the
material to be included in the booklet has
been submitted to committee members for
ballot. However, a sufficient portion of the
work remains to be done that it is an-
ticipated that this task may take a major
portion of the committee’s attention for
the next few months.

Revision of NARUC Electric
System of Accountants

In response to an invitation from A. R.
Colbert, chairman of the committee on
accounts and statistics of the National
Association of Railroad and Utilities Com-
missioners, a special subcommittee was
appointed to review the November 1,
1950 tentative draft of the proposed re-
vision of the uniform system of accounts
for electric utilities prepared by the
NARUC committee. The subcommittee re-
viewed the tentative draft, and on August

1st it submitted its comments and sugges-
tions with respect to such portions as in-
volve matters of accounting principle and,
in the subcommittee’s opinion, require
modification. It is anticipated that the
subcommittee will discuss the matter
further with the NARUC committee.

Stock Dividends

A special subcommittee was appointed,
to make recommendations as to the desir-
ability of revising Bulletin No. 11, “Cor-
porate Accounting for Ordinary Stock
Dividends.” Its report has not yet been re-
ceived.

Stock Options
The committee has discussed briefly the

applicability of Bulletin No. 37 to “re-
stricted” stock options as provided for in
the Revenue Act of 1950. The subject
will be referred to the incoming commit-

tee for its consideration.

Intangibles

As a part of the combining of the
accounting research bulletins just referred
to, the committee is considering revision of
Bulletin No. 24 to:

1. Disapprove charging intangibles direct-
ly to capital surplus.

2. Disapprove lump-sum write-offs of in-
tangibles to earned surplus immediately
after acquisition.

3. Disapprove write-downs of intangibles
before there has been a loss, except by
systematically writing them off through
income.

4. Take the position that, if not amortized
systematically, intangibles should be
carried at cost until a loss has occurred
or an event has taken place which
indicates a loss or a limitation on the
usefulness of the intangible.

The committee believes, however, that
the matter should be discussed widely
among accountants and businessmen be-
fore a statement on the subject is issued.
Accordingly, the research department is
preparing an article for The Journal of
Accountancy in which it will outline the
committee’s views and bring them to the
attention of those who are interested.
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Consolidated Financial Statements

At the request of the committee the re-
search department recently submitted to a
representative group of accountants a
questionnaire to determine current views
on a number of problems regarding con-
solidated financial statements. The ques-
tions asked have arisen out of the study of
annual corporate reports to stockholders
and inquiries received by the research de-
partment. A summary of the replies to the
questionnaire was discussed by the com-
mittee.

The committee decided that it would
not attempt to develop a bulletin on the
subject, but felt that the profession should
be given the benefit of the views expressed.
Accordingly, the research department is
now preparing this summary in an article
for The Journal of Accountancy.

Quasi-Reorganizations

As has been reported from time to time,
the committee has devoted considerable
effort to preparing a satisfactory bulletin
dealing with upward restatement of assets
under quasi-reorganization procedures. It
feels, however, that without criteria for the
establishment of values in an upward re-
statement of assets, a bulletin would be of
little aid to the profession. The committee
is not yet prepared to develop such criteria
and, accordingly, has dropped the subject
from its agenda.

Other Subjects

The committee has discussed the subject
of accounting for assets acquired under
certificates of necessity, and will give the
subject further study.

A subcommittee is accumulating infor-
mation as to current practices in account-
ing for pensions, but discussion of the
subject was deferred pending completion

of the new booklet on accounting research
bulletins.

At the request of the committee on
auditing procedure, this committee has
considered the question whether accounts
prepared on a cash basis conform with
general accepted accounting principles.
Subcommittees of the two committees have
met to discuss this question, and it is
expected that additional joint meetings
will be held.

There has been some question within the
profession as to whether deferred taxes on
installment sales should be considered a
current liability by an installment house
which keeps its books on the accrual basis
and reports for tax purposes on the install-
ment basis. The committee discussed this
question and concluded that deferred taxes
should be classified as current, and that
Bulletin No. 30 supports this view.

Another question with which the com-
mittee has been asked to deal is that of
the proper accounting for the intangible
acquired when a company dealing in small
loans is purchased by another similar com-
pany at a price in excess of the value of
the net tangible assets of the acquired
company. It is the consensus of the com-
mittee that the proper accounting depends
upon the circumstances. For example, if
the excess was paid for a list, it is presum-
ably like a subscription list and should be
carried forward. If the excess represents
the purchase of a name, it is presumably
like any other goodwill item and should
likewise be carried forward. However, if
the excess is similar to the payment of
premium on loans acquired or on lease-
holds, it should be written off over the life
of the loans or leases.

Respectfully submitted,
Pavr K. Knicur, Chairman
October 4, 1951

Committee on Auditing Procedure

To tHE COUNCIL OF THE
AMERICAN INSTITUTE OF ACCOUNTANTS
GENTLEMEN: The committee on auditing
procedure for several years has followed
the custom of limiting its reports to an
outline of its activities since the last report.
This time, to present a clearer picture of

the long-range accomplishments and plans
of the committee, we are departing from
custom and are summarizing the high-
lights of the committee’s activities during
the past three years. It should be reported,
however, that the committee has had two
all-day meetings since its last annual re-
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port, and that some of the projects which
will be mentioned in the following com-
ments were completed during the past
year.

The committee considers that its primary
objective is to identify procedures suitable
to varying circumstances as a guide to
assist accountants in conducting their ex-
aminations and reporting upon financial
statements in a manner consistent with
generally accepted standards of auditing.
During the past three years, the com-
mittee’s activities to that end have largely
been devoted to matters primarily of in-
terest to members with practices among
a predominantly small business clientele.
The committee’s efforts have resulted in
the publication of a number of statements,
booklets and articles.

Case Studies

To a considerable degree, the committee
had adopted the case study approach as
being the most satisfactory method of
explaining the manner in which auditing
standards may be met in specific situa-
tions. A total of six case studies have
been issued during the past three years.
These include two case studies in internal
control, illustrating how accountants eval-
uated the internal control and applied
their findings in actual engagements, and
four case studies in auditing procedure
(two in No. 8), each describing the audit
of a different type of business organiza-
tion. The latest of these, describing the
audit of a wholesale distributor of news-
papers and magazines, was issued in July
of this year. In all, twelve case studies
are now available. The recognition ac-
corded them is demonstrated by the fact
that over 300,000 copies have been dis-
tributed since the program was started in
1947.

Audits by CPAs

The committee believes it important that
bankers and others concerned with ac-
countants’ reports have a better under-
standing of the responsibilities the CPA
assumes in reporting upon financial state-
ments. The case studies are suitable for
the purposes of those with theoretical
training, but they are somewhat technical
for those who are not familiar with the

process of auditing. Accordingly, the re-
search department, with the advice of this
committee, prepared the booklet, Audits
by Certified Public Accountants, to ex-
plain in general terms what the CPA does
in order that he may express an opinion.
Since its issuance in 1949, over 75,000
copies of the booklet have been distri-
buted.

Audits of Savings and
Loan Associations

In 1940 the Institute published a book-
let outlining an audit program for savings
and loan associations. The booklet was
an important factor in raising the stand-
ards of independent audits of such as-
sociations, but with the passage of time
new developments in the practices of these
associations took place which were not
covered. In particular, the booklet con-
tained no information or recommended
practices with respect to checking inactive
savings accounts, property improvement
and repair loans, or construction loans.
This spring a revised edition of the book-
let was issued by the committee under the
title of Audits of Savings and Loan As-
sociations by Independent Certified Public
Accountants.

Codification of Statements on
Auditing Procedure

As previously reported, the committee
has been actively engaged in preparing a
consolidation of its twenty-four statements
on auditing procedure. The project is
completed. Copies of a new booklet Codi-
fication of Statements on Auditing Pro-
cedure, were mailed to all members of
the Institute.

In preparing this booklet, the committee
reviewed all of the statements on auditing
procedure issued to date, culling out
repetitive material and material dealing
with subjects of only temporary signifi-
cance, and bringing together discussions of
related subjects. The Statements have
been condensed to about 60 pages, of
which approximately 25 are devoted to
auditing principles and procedures, and
the remainder to an appendix dealing with
special matters.

Although numerous changes in wording
have been made to improve clarity or as
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a part of consolidating discussions of re-
lated topics, the substance of the booklet
remains practically the same as that of
the statements. The most important change
in substance gives effect to a conclusion
reached by the committee respecting the
expression of an opinion in the rare situa-
tion where inventory observation or con-
firmation of receivables, though practicable
and reasonable and involving material
amounts, is not carried out, but other pro-
cedures are employed which justify the
expression of an opinion. Briefly, the com-
mittee has concluded that in such cases
the independent accountant is entitled to
express an opinion, but the opinion para-
graph should not be qualified as to the
omission of the foregoing auditing pro-
cedures, and he must be prepared to justi-
fy the opinion in the particular circum-
stances.

The booklet is intended to take the
place of “Statements on Auditing Procedure
1-24,” except as they may be of interest
for research purposes. Accordingly, no
further printings of the statements are
planned. The committee believes the im-
proved presentation will make the booklet
one of its most important contributions
to the profession.

Statement 23

One of the principal subjects requiring
the committee’s attention has been “State-
ments on Auditing Procedure, No. 23.”
It is interesting to recall that, three years
ago, the standard of reporting set forth
in that statement had yet to be formally
adopted by the Institute membership. The
original statement had been issued the
previous year, but it was apparent that
there was considerable misunderstanding
as to the purpose and application of the
committee’s recommendation. To clear up
this misunderstanding, the original state-
ment was expanded by the committee and,
as thus revised, the principles of the
statement were adopted by the member-
ship at the annual meeting of the Institute
in 1949. The statement was then reissued
as “Statements on Auditing Procedure 23
(revised).”

As a further step, the committee re-
quested the research department to pre-

pare an article explaining the statement
in some detail, and presenting examples of
appropriate language for denying an opin-
ion. This article was carefully reviewed by
the committee, and was published in the
March 1951 issue of The Journal of Ac-
countancy under the title “The CPA’s
Opinion.” Reprints of this article were
made available and to date nearly 25,000
have been distributed, in addition to the
approximately 120,000 readers reached by
The Journal of Accountancy. .

Because of the importance of Statement
23, it continues to be of great interest,
not only within the profession, but also
among bankers and other credit grantors.
Members of the committee have given
generously of their time and effort in pre-
senting papers and leading discussions on
the subject before meetings of these
groups. Good progress has been made in
gaining acceptance of Statement 23, es-
pecially considering that it was formally
adopted only two years ago, but it is ap-
parent that further educational work will
be required before a satisfactory degree
of acceptance is achieved.

Plain Paper vs. Name Paper

The committee was asked to express its
views as to whether or not the use of
name paper is to be preferred over the
use of plain paper for all reports con-
taining financial statements. In the absence
of an urgent demand within the profession
for the committee’s views, it was not con-
sidered desirable to devote the time and
effort necessary to prepare a formal state-
ment on this subject. However, the com-
mittee was of the opinion that widespread
discussion of the subject within the pro-
fession would be desirable. Accordingly.
the director of research has presented ex-
changes of views on the subject in his
column, “Current Accounting and Auditing
Problems,” which appears monthly in The
Journal of Accountancy.

Reports by Accountants Who Have
Kept Books

At the time of our last annual report,
final conclusions as to whether an account-
ant can appropriately express an opinion
on financial statements when he has par-
ticipated in keeping the client’s books were
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being deferred until the question had
been discussed with the committee on
professional ethics. Both committees were
in agreement that if an accountant is in
fact independent, and if he has performed
all the auditing procedures necessary to
supplement the information obtained
through keeping the books, he should be
entitled to express any opinion he may
have formed. However, there was some
uncertainty as to whether the two com-
mittees were in agreement regarding

_whether the accountant should disclose in

his report the fact that he kept the books.
After further consideration the commit-
tees have agreed that this is a question
which should be left to the judgment of
the accountant in the light of the facts of
each case. The committees believe that
disclosure of the fact that he has kept
the books is not usually necessary.

Educational Program
The most important of the committee’s
plans for the future is its educational
program to develop better and wider un-
derstanding of the profession’s auditing
standards. This has been discussed in
previous reports to Council, and is intend-
ed particularly to obtain greater compli-
ance with Statement 23 and “Extensions
of Auditing Procedure.”
The committee has concluded that the
problem of the nonconforming accountant
can be dealt with most effectively at the
local level. Accordingly, it is seeking to
develop means by which close cooperative
relations can be effected with local groups
of accountants and bankers to encourage:
a) Discussions at state society meeting of
the principles that were contained in
“Extensions of Auditing Procedures”
and Statement 23

b) Joint meetings of accountants and
bankers at the local level to discuss
“Audits by Certified Public Accoun-
tants,” and “The CPAs Opinion”

¢) A limited number of surveys of audit
reports submitted to banks for credit
purposes

Other Plans

Development of standards for long-form
reports may also receive considerable at-
tention by the committee during the com-

ing year. A subcommittee has been
appointed to study the matter and to re-
port its recommendations to the committee.
In connection with this subject, the re-
search department has in preparation a
booklet analyzing current practices in long-
form reports. This will be published as
soon as its schedule permits.

The committee has dicussed the applic-
ability of the phrase “generally accepted
principles of accounting” in accountants’.
reports on the financial statements of
organizations, such as municipalities, hos-
pitals, universities, community chests,
banking institutions and brokerage houses,
which frequently report on a basis of
cash receipts and disbursements. A sub-
committee of the committee on auditing
procedure has discussed the matter with a
subcommittee of the committee on ac-
counting procedure, but further study will
be necessary.

The effect of the present defense-mobili-
zation program, as it relates to auditing,
is not clear at this time, but it is to be
expected that questions will arise during
the coming year and that the committee
will be asked to deal with them.

That concludes the report of the com-
mittee, but before closing, I should like, as
chairman, to pay special tribute to the
individuals who have participated with me
as members of the committee during the
past three years. Its members have given
unstintingly of their time and effort. Many
of them have come long distances to
attend meetings of the full committee or
of subcommittees on which they have
served. In no case have they been reim-
bursed for the time and expense involved.
Frequently, they have been called upon
to deliver addresses or lead discussions
on auditing subjects before meetings of
accountants and local bank groups. The
research department of the Institute has
often called upon them for advice, either
in dealing with questions which have been
raised by members, or in connection with
the committee’s activities. The profession
is fortunate, indeed, to have had these
individuals willing to serve it so ably.

Respectfully submitted,
Arvin R. JenniNgs, Chairman
October 6, 1951



Committee on Bankruptcy and Reorganization

To THE MEMBERS OF THE

AMERICAN INSTITUTE OF ACCOUNTANTS

GENTLEMEN: This committee’s work dur-
ing the year, consisted of correspondence
among its members dealing with problems
of accountants’ fees in bankruptcy and
the policies of the American Institute of
Accountants with respect to our relation-
ship with the National Bankruptcy Con-
ference.

In the first situation, an accountant for
a corporation which was petitioned into
bankruptcy, wrote us about his fees diffi-
culties. The particular member of the
Institute making the inquiry was further
retained by the trustee in bankruptcy.
However, the trustee failed to secure an
order from the United States District
Court, authorizing the trustee to employ
an accountant, and the invoice rendered
to the trustee by the accountant was not
recognized by the referee in bankruptcy.
The Institute member had simply failed
to see that his engagement was secured
by an “understanding,” in this case, under
United States Supreme Court Rule No. 45,
which states:

“No auctioneer or accountant shall
be employed by a receiver, trustee, or
debtor in possession except upon an
order of the Court expressly fixing
the amount of the compensation or
the rate or measure thereof...”

The efforts of this Committee, for some
years, was to obtain a change in the
United States Supreme Court rules, and
have previously been reported upon to the
Institute membership. In any successful
attempt to improve our relationship with

the courts, accountants will no doubt, still
be required to secure an authorization in
the form of an “Order of the Court” be-
fore compensation can be paid by a trus-
tee, receiver, or debtor in possession.

Under the circumstances, the inquiring
Institute member could not be assisted
by this committee. However, by discussing
his situation in this report, we hope the
membership at large will take heed of
the necessity to secure authorization of
the courts in accordance with the United
States Supreme Court Rule No. 45 before
proceeding with an engagement for a re-
ceiver, trustee, or debtor in possession.

The chairman of your committee has
represented the American Institute of
Accountants on the National Bankruptcy
Conference during the past year. We were
requested by the chairman of that organi-
zation, as to whether funds should be
solicited from the interested members of
the American Institute of Accountants.
The views of this Committee were unani-
mous in that such solicitation should not
be permitted. Our Institute has made con-
tributions from time to time, along with
the American Bar Association, American
Bankers Association, and others support-
ing the work of the National Bankruptcy
Conference.

Respectfully submitted,

Lewis J. LavenTtHOL, Chairman
ELmer E. Fox

J. KENNETH HOFFMAN

PauvL L. Scumitz

Epwarp J. TayLor

September 19, 1951

Committee on Business Income Study

To tHE COUNCIL OF THE

AMERICAN INSTITUTE OF ACCOUNTANTS

GENTLEMEN: A meeting of the study
group on business income was held on
June 16 and a special committee was
appointed to iron out some of the differ-
ences of opinion regarding our final re-
port. This report has now been set up in
galley proof and has been circulated to
the members of the Study Group.
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It was decided to have this report pub-
lished by The Macmillan Company since
they have a very wide distribution organi-
zation and it was thought that it would
reach a large audience, which was to be
desired.

The remaining funds of the committee
are not sufficient to enable its free distri-
bution to members of the Institute. How-
ever, arrangements have been made for a



special paper edition which will cost only
$.75 for members of the Institute. This
edition will also be made available to
schools and colleges but Macmillan’s ob-
jected to making it available to the gen-
eral public. A regular cloth edition will
be published at $2.00 and will be available
to members of the Institute for $1.00.

Our studies and discussions in the Study
Group over the past four years have indi-
cated the definite value of discussing com-
mon problems with economists, lawyers,

and businessmen generally. I personally
hope that consideration may he given to
the formation of an advisory council to
be composed of certain members of the
accounting procedure committee, of the
executive committee and others who have
the varied skills and experience of the
members of our business income study
group.

Respectfully submitted,

Percivar F. BRunNpAGE, Chairman
October 1, 1951

Committee on College and University Accounting

To tHE COUNCIL OF THE

AMERICAN INSTITUTE OF ACCOUNTANTS

GENTLEMEN: The committee on college
and university accounting was appointed
as a special technical committee to co-
operate with the National Committee on
the Preparation of a Manual on College
and University Business Administration.
The purpose of this National Committee
is in part to revise the material published
by its predecessor, The National Commit-
tee on Standard Reports for Institutions
of Higher Education, consisting primarily
of a book published in 1935 entitled
“Financial Reports for Colleges and Uni-
versities” and various bulletins. It is ex-
pected that the proposed manual, entitled
“College and University Business Admin-
istration,” will consist of two volumes, the
first volume dealing primarily with matters
of accounting and the second volume deal-
ing primarily with matters of business ad-
ministration.

Members of the Institute committee
have met with representatives of the Na-
tional Committee on the Preparation of a
Manual on College and University Busi-
ness Administration (executive committee,
subcommittee on accounting, and editorial
committee) periodically from December,
1950, to September, 1951. A majority of
the Institute committee was present in
person at a three-day session held in Madi-
son, Wisconsin, in June, 1951. With the
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exception of one chapter which is still in
process of preparation, the Institute’s com-
mittee members have reviewed all of the
material incorporated in Volume I. It is
expected that the complete manuscript
will be delivered to the printer within the
next month or so. Representatives of the
National Committee on the Preparation of
a Manual on College and University Busi-
ness Administration have welcomed the
criticisms and suggestions resulting from
the review of this material.

The financing of the work of the pre-
vious National Committee was undertaken
by the General Education Board. The
financing of the publication costs of the
foregoing manual is being taken care of
by the American Council on Education.
The financing of the travel and subsistence
expenses of the present National Com-
mittee is being taken care of by the
Commission of Financing Higher Educa-
tion, which commission is financed by
grants from the Carnegie Corporation and
the Rockefeller Foundation.

Respectfully submitted,

Raveu S. Jonns, Chairman
Rarpua B. Mavo

ARrRTHUR A. WENDER
StaNLEY W. WHITE
Howarp A. WITHEY

October 6, 1951



Committee on Federal Taxation

To THE COUNCIL OF THE

AMERICAN INSTITUTE OF ACCOUNTANTS

GENTLEMEN: The committee on federal
taxation submits herewith its report on its
activities from the beginning of the Insti-
tute year to date.

The committee’s organization was divid-
ed into three subcommittees under the
leadership of the general chairman. It is
a pleasure to report that each of the three
subcommittees were intensely active dur-
ing the current period.

Immediately after the committee had
been appointed following the 1950 Annual
Meeting, it received an invitation from the
Joint Committee on Internal Revenue Tax-
ation to meet with representatives of that
committee, the Treasury Department, and
the Bureau of Internal Revenue for an
exploratory discussion of a possible excess-
profits tax. This meeting was held in
Washington, D. C., on October 13, 1950.
The Institute was represented by the pres-
ident, the chairman of the committee, the
chairmen of the three subcommittees, and
the assistant to the committee. The infor-
mal views expressed by the Institute’s rep-
resentatives stimulated a full discussion
of all phases of excess-profits taxes. As a
result of that meeting the Institute com-
mittee was requested to submit its sugges-
tions in writing.

The subcommittee on current tax legis-
lation studied the topics suggested by the
Joint Committee at a two-day session of
the subcommittee held in New York City
beginning October 23, 1950. The sugges-
tions and recommendations of the sub-
committee, based upon the assumption that
an excess-profits-tax law was to be enacted,
were submitted in writing to the Joint
Committee on October 26, 1950.

A number of the recommendations of the
Institute were incorporated in the excess-
profits-tax bill which passed the House of
Representatives early in December. Al-
though an exceedingly short period of time
was available for review of the House bill,
the chairman of the committee, together
with the chairman of the subcommittee on
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current tax legislation and the assistant
to the committee, promptly analyzed the
bill for the purpose of making constructive
comments thereon. The chairman then tes-
tified before the Senate Finance Committee
on December 8, 1950, regarding certain
technical aspects of the bill. The sugges-
tions made at that time were given con-
siderable weight in the final bill which
was enacted as the Excess-Profits-Tax Act
of 1950.

The subcommittee on current tax legis-
lation during the past year has been con-
tinually reviewing recommendations for
the amendment of the Excess-Profits-Tax
Act of 1950 and, at the present time, is
finalizing its recommendations for submis-
sion to the members of the Senate Com-
mittee on Finance and the House Ways
and Means Committee. In addition the com-
mittee may submit revision recommenda-
tions on non-excess-profits-tax matters.

At its spring, 1951, meeting at Colorado
Springs, the Council referred the question
of retirement benefits for professional per-
sons to the committee on federal taxation.
As 1 reported to you in my letter of Aug-
ust 7, 1951, Wallace M. Jensen of Detroit
and Leslie Mills of New York were ap-
pointed to a special subcommittee to study
that question. After intensive study of the
various proposals advanced to provide re-
tirement benefits for the professions, in-
cluding Representative Coudert’s bill, H.R.
3456, introduced on April 2, 1951, and the
companion ‘bills, H.R. 4371 and H.R. 4373,
introduced by Representatives Keogh and
Reed on June 7, 1951, the subcommittee
recommended that the Keogh-Reed bills
merit the support of the Institute. This
legislation would amend the Internal Reve-
nue Code to permit the postponement of
federal income tax for individual taxpay-
ers on 10 per cent of their earned net
income, but not more than $7,500. The
taxpayer, who may be self-employed or an
employee, may obtain the proposed relief
if the amount excluded from gross income
is paid into a restricted retirement fund
administered by a professional association
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or similar organization for the exclusive
benefit of its members. Amounts contrib-
uted to such a fund would be taxable in-
come when distributed to the individual or
to his beneficiaries.

Although I reported to you in my letter
of August 7th that Senator Ives of New
York introduced the substance of the
Keogh-Reed bills as an amendment to H.R.
4473, the proposed Revenue Act of 1951,
I regret to report now that the Senate
Committee on Finance voted not to include
Senator Ives’ amendment in the version of
H.R. 4473 reported to the Senate. How-
ever, the legislation is not prejudiced by
their failure to approve the amendment.
Our committee has been given to under-
stand that Congress is willing to recon-
sider the legislation when information
about its possible effect on the revenues
is made available.

Since the Keogh-Reed bills have not yet
been reported on by the House Ways and
Means Committee, there is still an oppor-
tunity for the legislation to be acted upon
during the second session of this Congress.

It gives me great pleasure to report that
our committee has just concluded inten-
sive and successful efforts to obtain the
enactment of legislation to authorize the
Commissioner of Internal Revenue to grant
additional extensions of time until Novem-
ber 15, 1951, for filing income-tax returns
of corporate taxpayers, subject to the Ex-
cess-Profits-Tax Act of 1950, whose final
returns would otherwise be due on Sep-
tember 15 and October 15, 1951. The
President signed H.R. 4014 giving the
Commissioner the necessary authority on
September 14, 1951.

Such an extension of time was necessary
because regulations interpreting Part II
of the Excess-Profits Tax Act of 1950 were
issued late, and could not have been final-
ized in sufficient time to permit adequate
study by taxpayers before submitting re-
turns on the original due dates.

The subcommittee on long-range-tax pol-
icy met on May 28 and 29, 1951, in New
York City. During the meeting, discussions
were held on the following topics: averag-
ing of income, corporate taxation, family
tax, capital gains and losses, emergency
or war taxes, estate and gift taxes, admin-

istration and penalty taxes. Before the
discussion, each of the members present
read a prepared introductory statement on
his topic which had been previously as-
signed. Research is continuing on these
subjects, and it is expected that during
the next year research will be started by
this subcommittee on two additional top-
ics, exemptions from income tax and char-
itable foundations. Some of the papers
read at the May meeting of the subcom-
mittee will be revised for publication in’
The Journal of Accountancy. It is hoped
that readers will report their reactions to
these articles for the guidance of the sub-
committee in the development of its rec-
ommendations. It is expected that an early
issue of The Journal will contain the first
of this series, an article entitled “Averag-
ing of Income.*

The activities of the subcommittee on
administration consisted principally of the
following:

1. The increase in individual income-
tax rates for 1950 seemed to make possible
the imposition of penalties for substantial
underestimate of tax even though the tax-
payer, in reliance upon existing statute,
had filed his 1950 declaration of estimated
tax, and made payments thereof, on the
basis of his 1949 income and the tax rates
in effect at March 15, 1950. Your commit-
tee communicated with the Bureau and
sought administrative relief. Because of
statutory limitations, the Bureau gave only
limited relief by ruling that penalties
would not be imposed if an amended esti-
mate were filed by January 15, 1951, on
the basis of the 1949 income and the new,
increased, 1950 rates. Because of the great
burden which this would place, not only
upon taxpayers and their representatives,
but upon the Bureau as well, with but neg-
ligible advantage to the revenue, the
committee pressed for further relief.
Thereafter the Internal Revenue Code was
amended to provide that the penalty for
substantial underestimate would not be
imposed where the underestimate resulted
from the change in rates. The committee
felt that the language of this statute did
not quite cover the situation above de-
scribed and pursued the matter further,
with the result that the Bureau issued a



54 American Institute of Accountants Annual Reports

ruling to the American Institute of Ac-
countants specifically relieving from im-
position of penalties those who had filed
the estimates and paid their estimated tax
on the basis of 1949 income and the tax
rates in effect at March 15, 1950.

2. The enactment of the excess-profits
tax early in January, 1951, and the ab-
sence for a good part of the tax return
season of any regulations and instructions,
posed the serious question of an antici-
pated large number of extension requests
and the means of facilitating the related

procedure. Efforts to obtain a general

automatic extension were not fully suc-
cessful, except in the case of corporations
with subsidiaries or parent companies
which were eligible to file consolidated
returns. The committee was successful,
however, in working out with the Bureau
a procedure under which accountants, who
were enrolled to practice before the Treas-
ury Department, might request extensions
on behalf of their corporate clients and
under which an appropriately liberal at-
titude would be displayed with respect to
the reasons for such extension requests.
This was most helpful to the profession.

3. The subcommittee on tax administra-
tion requested suggestions concerning the
regulations on the Excess-Profits-Tax Act of
1950 from the other members of our com-

mittee and the federal tax committees of
the state societies. Their suggestions and
others have been reviewed and submitted
informally to officials of the Bureau of
Internal Revenue and the Treasury De-
partment at numerous conferences during
the past several months. The chairman is
gratified to inform you that the suggestions
of the subcommittee were, in the main, ac-
corded favorable consideration by the
Bureau and undoubtedly contributed to
the fact that the excess-profits-tax regula-
tions proposed by the Commissioner on
August 16, 1951, afforded more equitable
treatment to the taxpayer than their World
War II counterpart. Consideration is being
given to requesting further modifications.

The chairman desires to point out that
this has been a busy and challenging year
for the committee on federal taxation. He
wants to take this opportunity to express
his appreciation to Messrs. Jensen, Seid-
man, and Austin for the splendid effort
put forth by these subcommittee chairmen
and desires to make special mention of
the fine cooperation and diligence exhibit-
ed by Mr. Charles Sigety, the assistant to
the committee, who performed so nobly in
his first year with the committee.

Respectfully submitted,
Trowmas J. GreeN, Chairman

October 1, 1951

Committee on National Defense

To taHE COUNCIL OF THE

AMERICAN INSTITUTE OF ACCOUNTANTS

GENTLEMEN: During the current year
the committee on national defense has
functioned entirely through its subcom-
mittees. Accordingly, this report is ar-
ranged in subdivisions to cover respec-
tively their several activities.

Manpower

Because of the broad special interest in
the work of the subcommittee on man-
power, a separate report to council has
been prepared by the chairman of that
subcommiitee and is incorporated in this
report by reference.

Renegotiation
Due to the fact that the Renegotiation

Board provided for in the new Renegotia-
tion Act was appointed it has not been
possible for this subcommittee to do
much. Its chairman has had conferences
with members of the 1948 Act Renegotia-
tion Board to discuss problems in antici-
pation of requirements by the new board,
but no other subcommittee action has
been possible. He has likewise been in
daily contact with the newly appointed
chairman who has indicated a desire to
avail himself of our advice.

Procurement Auditing

The subcommittee on procurement au-
diting has reviewed the latest draft of
the proposed Contract Audit Manual of
the Department of Defense and submitted
comments to Mr. H. W. Bordner, Assistant
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Comptroller for Accounting Policy. The
subcommittee met with Mr. Bordner and
representatives of the Army, Navy, Air
Force, Maritime Commission, and the Gen-
eral Accounting Office to discuss ways
and means by which the profession could
be of help in the auditing of defense con-
tracts. An article on the subject is under
preparation by the subcommittee for pub-
lication in The Journal.

The subcommittee has advised Mr.
Bordner that it is available for further
reviews of later drafts of the Audit Man-
ual or for any assistance he may desire.

Cost Principles

The subcommittee on cost principles
has also met with Mr. Bordner and repre-
sentatives of the Army, Navy, Air Force,
Maritime Commission, and the General
Accounting Office to discuss ways and
means by which the profession could be
of help in the development of a statement
of cost principles. Suggestions by the
subcommittee were well-received by the
representatives of the government and, it
is understood, are being followed in the
development of a statement of cost prin-
ciples now in preparation. We have been
advised that when a draft of this state-
ment is in shape for review, it will be
submitted to the subcommittee for its
comments.

Price and Wage Conirol

The chairman of the subcommittee has
offered its services to the Office of Price Sta-
bilization. This offer has been cordially
acknowledged, but as yet no questions
have been submitted to it for consideration.

Termination

This subcommittee has reviewed copies
of proposed termination regulations for
the purpose of commenting upon them.
However, after conferences with repre-
sentatives of industry groups who were
studying the proposed regulations and a
review of their proposals, it was decided
that our activities in this field were neces-
sarily restricted at present. Our principal
usefulness in this field appears to be in
participation in the formulation of such

new legislation as will undoubtedly de-
velop.

General

During conversations between your com-
mittees’ general chairman and a rep-
resentative of the Office of Production
Management it was learned that a pro-
nouncement was likely to be made by it
at an early date as to what, if any, allow-
ance for amortization under certificates of
necessity should be made in the determi-
nation of cost under cost-reimbursement
type contracts or in fixed-price redeter-
mination proceedings. After consultation
with the president of the Institute, it was
decided that a special committee, selected
for wide geographical distribution, should
be appointed to present the viewpoint of
the accountants. Accordingly, the presi-
dent of the Institute, the chairman of the
committee and three others met with the
representative of the Office of Production
Management who had the matter in charge.
This committee urged the necessity for
recognizing as a cost any portion of accel-
erated amortization representing actual
loss of useful value during the five-year
period and made recommendation for car-
rying out such a policy. In furtherance
of its proposal your committee chairman
and others met with an assistant secretary
of defense and members of his staff and
discussed methods of implementing the
program.

Subsequently, the director of research,
by invitation, attended a joint meeting of
representatives of the various governmen-
tal agencies involved in the consideration
of this matter, called for the purpose of
setting up a program by which the gov-
ernment might determine the extent to
which amortization should be allowed in
individual cases. At a still later date, and
again by invitation, the director of
research met with representatives of the
Office of Production Management and the
Defense Production Administration to ad-
vise on procedures which might be fol-
lowed in developing the information nec-
essary to make such decisions.

Respectfully submitted,
J. Harorp STEWART, Chairman
October 4, 1951



Subcommittee on Manpower of Committee on
National Defense

To tHE COUNCIL OF THE
AMERICAN INSTITUTE OF ACCOUNTANTS

GENTLEMEN: In our first report to Council
submitted last May, we noted three major
manpower problems in connection with
the national emergency and the defense
production program: (1) the essentiality
of accounting services in a defense econ-
omy; (2) proper utilization of account-
ants in the armed services and defense

agencies; (3) plans to attract more peo-.

ple, including women, into the public
accounting profession if an acute shortage
develops.

During the summer, a fourth manpower
problem has arisen as a result of the
imposition of emergency controls. This
difficulty results from the fact that wages
and salaries of the employees of public
accounting firms are subject to control,
while the fees charged by the firms are
not. The Institute has filed a brief with
the Salary Stabilization Board requesting
exemption from control for compensation
paid to certified public accountants em-
ployed by individual practitioners or CPA
firms engaged in the practice of their
profession. v

The Deifense Production Act amend-
ments which went into affect on July 31,
1951 exempted from control the com-
pensation of attorneys employed by law
firms and physicians employed by hos-
pitals. This was the result of a last minute
compromise in conference committee be-
tween the House version of the hill amend-
ing the act, which would exempt all
professional salaries, and the Senate ver-
sion, which did not contain any such
provision. Because the bill was being
rushed to passage before the date when
authority for all emergency controls would
have expired, it was not possible to pre-
sent the Institute’s case for CPAs to the
conference committee. However, the re-
quest to the Salary Stabilization Board
pointed out that the situation of CPA
employees of public accounting firms was
exactly similar to that of the lawyers and
physicians who were exempt, and urged
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that CPAs be given the same treatment.

We also explored the possibility of
obtaining legislation to provide the exemp-
tion for CPAs, but were advised that it
would almost certainly be impossible to
obtain passage of such legislation before
the adjournment of the 1951 Congressional
session. We did, however, obtain specific
assurance from members of Congress who
had served on the conference committee
that exemption for CPAs would be entirely
consistent with the Congressional intent,
and this assurance has been transmitted
to the Chairman of the Salary Stabiliza-
tion Board. This whole subject has re-
quired a great deal of time and attention
from the Institute’s counsel and stafl dur-
ing the summer months. If the Salary
Stabilization Board does not grant the
Institute’s request, efforts may be initiated
to obtain relief by legislation.

On August 3lst, 1950, the executive
director had submitted a nineteen page
memorandum to the Interdepartmental
Committee on Essential Activities and
Critical Occupations, citing World War II
experiences and other evidence in support
of a request for specific inclusion of cer-
tified public accountants on these lists.
At the request of the committee, a fifteen
page supplementary statement was sub-
mitted on October 24th, and these two
statements were the subject of a formal
hearing before the technical staff of the
interdepartmental committee in Washing-
ton on November 22nd.

It became apparent at this meeting that
the committee was unlikely to act favor-
ably upon the Institute’s request without
a considerable amount of supporting fac-
tual data. In particular, the committee
wished to know how many members and
employees of public accounting firms were
reserve officers or subject to Selective
Service. The Institute representative at the
hearing therefore requested the committee
to defer action on the request until fur-
ther information could be obtained. A
questionnaire on the military status of
men in CPA firms was sent on December
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13th to a sample consisting of one out of
every four firms represented in the Insti-
tute membership.

The results of this questionnaire indi-
cated that over 40% of the CPAs in the
firms replying were under thirty-eight, and
about 109, were in active reserve status.

However, the commitee had indicated
that an occupation would be regarded as
critical only if there were a presently
existing shortage sufficient to interfere with
the defense program. This was obviously
not the case with public accounting firms
at that time. Accordingly, we withdrew
our request for immediate listing as a
critical occupation, and on January 22nd
submitted to the Interdepartmental Com-
mittee a request for listing as an essential
activity. This request was the subject of
another hearing in Washington on March
19th. At the start of the hearing the secre-
tary of the commiitee announced that new
criteria had been adopted for the essential
activities list as well as for the list of
critical occupations, and that henceforth
the committee would not include any ac-
tivity or occupation on either list without
evidence that there was a serious man-
power shortage under the existing level
of defense mobilization. This immediately
invalidated most of the arguments which
we had prepared for the hearing, since
we had no prior notice of the new cri-
teria; in fact they were not officially an-
nounced until some time later. Again,
therefore, it was considered desirable to
request the members of the committee to
defer action on the Institute’s request
until further data had been assembled.

On April 2nd the Interdepartmental
Committee issued revised lists of essential
occupations and critical activities which
contained such categories as specialists
in the merchant marine, air craft me-
chanics, etc.—activities and occupations
directly connected with defense activities
or the defense program in which a serious
shortage already existed. The miscella-
neous business services which had pre-
viously been thought to include CPAs
were dropped from the list. However, it
is still possible to obtain temporary defer-
ments of key men in some cases under
the general policy of the Department of

Defense to grant such deferments to key
managerial personnel not covered by the
lists, where the national health, safety, or
interest is involved.

At the March hearing the committee re-
quested more detailed information about
the proportion of principals and staff men
in public accounting firms who might be
liable for military service. Accordingly, a
considerably more detailed questionnaire
was prepared, and after being checked
with members of the Interdepartmental
Committee, was sent to all firms repre-
sented in the American Institute on
April 13th.

Replies have now been received from
3,672 firms represented in the Institute,
having 26,103 principals, partners and
staff . men. Highlights of the information
obtained from these questionnaires and
submitted to the Interdepartmental Com-
mittee are as follows:

Twenty-four and six-tenth per cent of
the CPA principals, partners and staff
men, and 22.8 per cent of the non-CPA
staff men are in the active or organized
reserve, or officer veterans with inactive
status.

Twenty-four per cent of the non-CPA
staff men, but only 4 per cent of the CPA
staff men are twenty-five years of age or
under. 45 per cent of the CPA princi-
pals, partners and staff men, and 59 per
cent of the combined CPA and non-CPA
group are thirty-five years of age or under.

One thousand sixty-five principals, part-
ners, or staff men from these firms were
drafted, enlisted or recalled to service in
the year ending March 31, 1951. Four
hundred twenty-three principals or per-
manent staff men left the firms to enter
civilian government service in the year
ending March 31, 1951. Sixty-nine per
cent of the firms replying said they had
had unusual difficulty employing perma-
nent staff employees in the past year.
Practically all of the firms reported an
increase in volume of business, and more
than one-third reported an increase above
20 per cent.

These figures certainly demonstrate that
the accounting profession would be faced
with an extremely serious manpower prob-
lem in the event of full mobilization. A
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much higher proportion of CPAs and
other staff men today are thirty-five years
of age or under than was the case at the
beginning of World War II, and at
the same time the demands on the pro-
fession resulting from the national emer-
gency are far greater than ever before.

We do not anticipate that we would
ever request or receive blanket deferment
for certified public accountants, but defer-
ment of key men in the profession would
be essential in the event of full mobili-
zation and the committee hopes that a
solid groundwork has been laid on which
to base such a request if it becomes nec-
essary. The staff has kept in touch with
the Interdepartmental Committee to make
sure that we are informed if there is any
change in their criteria or in the general
situation, and will continue to do so.

Of equal importance is the effective
utilization of trained accountants in the
armed forces. As noted above, more than
one thousand principals and staff men
from 3,600 firms represented in the Insti-
tute membership entered the armed forces
during the year ended March 31, 1951.
It may be presumed that the total from
all firms including those not replying to
the questionnaire was substantially higher.
The committee and the Institute staff have
continued their efforts to see that these
men are placed where their skills will
be utilized. As a result of conferences
with representatives of the various armed
services a very satisfactory degree of co-
operation has been attained. More than
166 individual cases, members of the Insti-
tute in service who had written to head-
quarters, have been handled by the staff,
and in 42 cases transfers to appropriate
duties have been obtained. It is believed
that the staff efforts may have resulted
in a good many more transfers which have
not been reported to headquarters.

Efforts to attract qualified young men
and women into the public accounting
profession have been a part of the Insti-

tute’s program for several years, and they
have been intensified during the last year
through activities of the committee on
selection of personnel, the education di-
rector and the public relations depart-
ment. On the basis of results from our
manpower questionnaire, which show that
more than two-thirds of the reporting
firms had unusual difficulty finding quali-
fied personnel last year, we believe that
these efforts to get more good people into
the public accounting profession should
be redoubled. Aside from the problem
created by the national emergency, we
note that the number of college gradu-
ates with accounting majors has already
dropped substantially from the peak
reached in 1948-49, and is expected to
drop much further as a result of a gen-
eral decrease in college enrollment.

The Institute staff has cooperated in
the preparation of a forthcoming pam-
phlet on employment opportunities in ac-
counting which will be published by the
Bureau of Labor Statistics, and also ex-
tensively distributed by the Veterans
Administration. This should have a bene-
ficial effect in calling the attention of
many young men and women to oppor-
tunities in the field of public accounting
which they might not otherwise consider,
but much more will have to be done in
this direction if an acute shortage in
future years is to be avoided.

At the present time, there is every indi-
cation that the importance of accounting
is receiving satisfactory recognition both
from the armed services and from civilian
government agencies. We are prepared to
take whatever further steps may seem de-
sirable as the situation changes. However,
it seems quite probable that in spite of
all our efforts the public accounting pro-
fession will face a manpower shortage
during the next few years.

Respectfully submitted,
WiLriam M. Brack, Chairman
October 4, 1951



Committee on Personnel Reference

To THE COUNCIL OF THE

AMERICAN INSTITUTE OF ACCOUNTANTS

GENTLEMEN: Last fall the employment
situation, combined with the indicated de-
crease in enrollment of college seniors
majoring in accounting, caused the com-
mittee to decide that there was very little
prospect of it rendering any significant
service in connection with placing college
seniors with public accounting firms.
Operation of the reference service for 1951
had already been announced, but no fur-
ther announcements were sent out and no
efforts were made to induce seniors to
register. As a result, only a small number
of seniors registered during the past spring
and summer, and except for distributing
information concerning this small group
of students the service has been inactive
since September, 1950.

Since it appears there is likely to be a
continued shortage of well-qualified col-
lege seniors in the spring of 1952 as com-
pared with the available jobs, it is not
believed that students will need assistance
in securing positions and it is not recom-

mended that the reference service should
be operated during the coming year. How-
ever, it is the opinion of the committee
that, if conditions should change at any
time to where there is a better balance
between the supply of seniors and avail-
able jobs, the reference service could
render valuable assistance in bringing
students to the attention of prospective
employers. Therefore, it is recommended
that the committee be continued in exist-
ence with the understanding that it will
review the situation from time to time
and that the reference program will be
reinstated when conditions appear to be
favorable.

Respectfully submitted,
Traomas D. FLYNN, Chairman
Raymonp G. AUBERS
TiLLmMAN A. BRUETT

HeNrY E. GREENE

JouN J. HARRINGTON

Joun E. MADDEN

OscArR MARTIN

September 27, 1951

Committee on Selection of Personnel

To tHE COUNCIL OF THE
AMERICAN INSTITUTE OF ACCOUNTANTS
GENTLEMEN: The Committee on Selec-
tion of Personnel is pleased to present its
report to the Council for the 1950-1951

Use of Tests

There is a notable decline in the num-
ber of tests used in the College Testing
Program this year as compared with the
preceding year. This year approximately
32,000 tests were administered as com-
pared with 40,500 tests in the preceding
year. A substantial reduction in test usage
was expected this year in view of the
decrease in college enrollments, and pres-
ent indications are that college enroll-
ments will decline further during the next
two years. Another factor contributing to
the decline in the number of tests given
this year stems from the present shortage
in manpower since many schools offering
our tests do not require students to take
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them and probably fewer graduating
seniors have felt it necessary to take tests
to assist them in obtaining employment.
Although the number of colleges partici-
pating in the program this year was
slightly less than a year ago, this was not
a material factor in accounting for the
reduction.

In the spring of 1950, the Project Office
conducted a special Professional Account-
ing Testing Program offering tests at re-
duced rates to member firms. This special
program was not repeated in the spring
of this year as the committee considered
it inadvisable to repeat such a program
oftener than at intervals of at least three
years. The testing centers have continued
to operate on a normal basis and their
services are available to member firms.

Financial

The excess of disbursement over re-
ceipts for the year ended August 31, 1951
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amounted to approximately $8,200 as com-
pared with a budgeted deficit of $9,500.
This favorable comparison would not ap-
pear except for a contribution of $1,500
from the Dominion Association of Char-
tered Accountants for the use of the
Orientation Test. A tentative budget for
1951-1952 shows an estimated deficit of
$11,000. Unexpected funds on hand at
September 1, 1951 amounted to approxi-
mately $12,900 and it is evident that this
project will require further financial aid
from the Institute for the 1952-1953 fiscal
year if the program is to be continued.

Research and Promotion

Research on various aspects of the proj-
ect is being continued. Recently a study
was made by Dr. Traxler of the Project
Office and Mr. Robert Kane, Educational
Director of the Institute, to establish the
correlation between AIA test scores and
CPA examination results. A report on
this study will be found in Bulletin 12,
Report of the Spring, 1951, College Ac-
counting Testing Program.

This committee is endeavoring to evalu-
ate the testing program and its use by
schools which are members of the Ameri-
can Association of Collegiate Schools of
Business. A questionnaire is being used
to gather the necessary data. Our com-
mittee is cooperating with the committee
of the American Accounting Association
in this matter.

It is important to the success of the
testing program that a greater number of
colleges offer our tests to their students.
To this end we have been studying ways
and means to bring more effectively to
the attention of colleges the value of the
program to them and to their students.
With the help of the Institute’s Public
Relations Department, the fall, mid-year
and spring announcements have been re-
vised and given wider distribution. The
committee is also formulating plans to
work through the various state societies
in establishing relationships with colleges.

Acknowledgments

We wish to acknowledge the ready co-
operation and assistance of the American
Accounting Association’s Committee on
Selection of Personnel; the continued con-
tributions of Drs. Wood and Traxler and
of their associates at the Project Office,
and the helpful assistance of Mr. Kane,
Educational Director of the Institute.

Respectfully submitted,
Raymonp G. ANKERs, Chairman
Tuomas H. CArRrOLL

SamukeL J. DuBorr

Tuomas D. FLYnN

RusserL H. HAssLER

S. WesLEY Marcus

Leo A. ScHMIDT

James W. StrUDWICK

October 3, 1951



Advisory Committee of Individual Practitioners

To THE COUNCIL OF THE

AMERICAN INSTITUTE OF ACCOUNTANTS

GENTLEMEN: On March 30, 1951 the
first all-day meeting of the advisory com.
mittee of individual practitioners was held
in New York City. Previously, the com-
mittee had met only for comparatively
brief sessions at the time of the Institute’s
annual meetings. We believe that the
growing interest and importance of the
committee’s work is well indicated by the
fact that eleven members attended the
New York meeting, coming from points as
far distant as Maine, Florida and Texas.

The advisory committee was formed in
recognition of two facts: First, the increas-
ing proportion of CPAs who are in prac-
tice for themselves or in association with
small firms; second, the increasing im-
portance of service to small business in the
work of certified public accountants
throughout the United - States.

These facts have long been recognized
in the policies and programs of the
American Institute, but they have naturally
been accorded a role of steadily growing
importance in the last few years. The
primary functions of this committee are
to suggest ways in which the Institute’s
activities can be made more valuable to
the smaller practitioners, and also to
evaluate the Institute activities from the
point of view of the smaller practitioner
when that is especially pertinent to policy
decisions.

Accordingly, the committee takes an
across-the-board rather than a specialized
approach. We have been concerned during
the past year with activities of the Re-
search Department, Public Relations
Department, the Education Department,
The Journal of Accountancy and a number
of other things. While recognizing that
other committees have primary responsi-
bility in most of these areas, we have been
able to make suggestions and offer com-
ments and criticisms which we hope have
had a beneficial effect on numerous oc-
casions.
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In connection with the activities of the
Research Department, we have suggested
intensification of efforts to educate bankers
with respect to the work of the CPA on
financial statements and we feel that con-
siderable progress has been made through
such activities as the distribution of “Au-,
dits by Certified Public Accountants” to
all the banks in the United States, and
through articles contributed to bankers’
publications. There remains, however,
ample opportunity for further efforts along
this line. We would particularly like to
see the promotion of more local meetings
between bankers and certified public ac-
countants.

We are also gratified to note the in-
creasing emphasis on financial problems
of small business in the case studies of
auditing procedure and we welcome the
publication of articles such as “The CPA’s
Opinion” prepared by the Research De-
partment for The Journal of Accountancy
and reprinted for wider distribution.

The managing editor of The Journal of
Accountancy attended our meeting last
March, and we believe that The Journal
is steadily improving the quality and quan-
tity of articles of special interest to smaller
practitioners.

We recommend that the promotional
activities of the Public Relations Depart-
ment should be further expanded, particu-
larly along the lines of articles in the
trade press, distribution of pamphlets ad-
dressed primarily to the small business-
man, and such projects undertaken in co-
operation with trade associations as the
series of booklets which were prepared for
the Association of Master Plumbers. We
were especially gratified by the action of
council at its Spring meeting in deciding
that the Institute should continue to ex-
pand rather than curtail such activities,
and note that with the authorization of
council the executive committee has
adopted the recommendation contained in
our last report that additional financing be
obtained by requests for contributions from
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public accounting firms if that proved
necessary.

A draft of the Institute’s new public
relations pamphlet “Your CPA’s Respon-
sibility” was submitted to the members of
this committee - by the Public Relations
Department and we expressed our opin-
ion that smaller practitioners would wel-
come the opportunity to buy copies for
distribution to their clients. The proposal
to prepare such a pamphlet, containing a
simple explanation of Statements of Audit-
ing Procedure Number 23 had been dis-
cussed and endorsed at our March meeting.

The growing dispersion of certified pub-
lic accountants into smaller communities
where no CPA has practiced before has
given added reason for public relations
activities designed to make the general
public more aware of what the CPA is and
what he does. We strongly recommend
as much expansion of these public rela-
tions efforts as the budget will permit.

Another Institute activity in which this
committee has taken special interest is the
preparation of an accountant’s handbook
under the editorship of the Institute’s Edu-
cation Director. We believe that our com-
mittee may properly take some credit for
bringing this project to its present stage
of active development, and we urge that

funds and facilities be made available to
assure its completion at the earliest pos-
sible date.

During the year this committee has also
offered recommendations to the Institute’s
staff and other committees concerning a
number of other subjects. We believe that
the time its members have given to this
committee’s work has been well spent,
and express our appreciation for the atten-
tion which has been given to our sugges-
tions and recommendations by the Insti-
tute’s council and staff.

Respectfully submitted,

RoBert E. WirscHEY, Chairman
JosepH AcCRE STANLEY A. MILLER
A. L. AMACHER Joun G. Mooby
Morgris M. BErmMaN R. M. MUSSELMAN
WiLLarp S. Bowen Harorp A. OBREY
WinstoN BrookE  WiLLiam E. PonDER
L. C. Dobce Leonarp D. Riccio
Dixon FacerBere, JR.R. WARNER Rineg
Epcar S. Gacg, Jr. DarLe E. Rose
Myrox E. GuiLL JoseErH J. SEAMAN
WiLLiam D. Haves GEeorce F. SmanNon
GLENN R. KLEINAU SyDpNEY H. SHAW
Puiir B. Kravitz Orrey R. TayLoOR
Homer L. Lutuer H. M. TURNBURKE
Frank I. McGronE C. Howarp WALDEN

October 1, 1951

Committee on Admissions

To tHE COUNCIL OF THE

AMERICAN INSTITUTE OF ACCOUNTANTS

GENTLEMEN: For the fiscal year, Sep-
tember 1, 1950, through August 31, 1951,
2,207 applications were received, and 2,131
applicants were admitted to membership.
This compares with 2,408 applications re-
ceived and 2,292 admissions during the
same period last year.

From September 1, 1950, to September
30, 1951, the committee felt that it could
not recommend admission of 36 applicants
who failed to have had the equivalent of
two years of public practice. 34 applica-
tions were rejected during this period for
other reasons.

A total of 21 applications for admission
as international associates were received

from September 1, 1950, through August
31, 1951, and upon recommendation of
the committee, 21 international associates
were elected by council at the October,
1950, and May, 1951, meetings. Two have
been recommended for admission at the
current meeting of council.

The committee wishes to thank members
of council and all other members of the
Institute who have cooperated with the
committee in its work.

Respectfully submitted,

J. ARTHUR MARvVIN, Chairman

Epwarp L. Lawson

Maurice E. PELOUBET

Donarp M. RusseLL

Percy M. SmitH, JR.
October 1, 1951



Committee on Annual Awards

To THE COUNCIL OF THE

AMERICAN INSTITUTE OF ACCOUNTANTS

GENTLEMEN: This committee was ap-
pointed by your president under authority
of a resolution adopted by the council in
October, 1943, establishing annual awards
as follows:

1. For outstanding service to the profes-
sion.

For the outstanding book or article in
the field of accounting or auditing.
For outstanding research work in ac-
counting or auditing by a student.

No award has ever been made for the
oustanding research student, and the
council last year eliminated the third
award.

This committee has reviewed the reports
of previous committees and, after recogni-
tion of the accepted policy that awards
may not be appropriately given for out-
standing service to the profession when
rendered as an incident of service as an
officer or member of a committee, has
reached the opinion that no award for
outstanding service to the profession
should be awarded this year. It has also

2.

3.

reached the opinion that none of the
publications during the year was sufficient-
ly outstanding to warrant an award in that

Because of the difficulties experienced
by this committee and the previous com-
mittee in recommending annual awards
under the policies previously adopted,
with which we agree, your committee
recommends that the council adopt the
following resolution:

“Resolved: That the name of the com-
mittee be changed to ‘committee on
awards;’ that the committee be relieved
of the duty of recommending annual
awards; and that its responsibility in
recommending awards shall be to consider
service to the profession, during a year
or over a period of years, through publi-
cations, public service, or otherwise, that
is so outstanding as to justify recognition.”

Respectfully submitted,
C. OLiver WELLINGTON, Chairman
BurneLL. H. DeVos
AnsoN HErrick
HerserT E. MILLER
JacksoNn W. SMART
October, 1951

Committee on Cooperation with Bankers
and Other Credit Grantors

To THE COUNCIL OF THE

AMERICAN INSTITUTE OF ACCOUNTANTS

GENTLEMEN: The work of the committee
on cooperation with bankers continues to
be directed primarily to acquainting bank-
ers and other credit grantors with the
functions, standards, and responsibilities
of certified public accountants. The chair-
man of the committee and the staff of the
Institute have had several conferences with
the chairman of the Robert Morris Asso-
ciates’ committee on cooperation with pub-
lic accountants, and with the staff of the
RMA, at which a number of matters of
mutual interest were discussed.

We believe that considerable progress
has been made in stimulating interest
among bankers in the standards of our
profession. A large number of very suc-
cessful joint meetings of accountants and
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bankers at the community level have been
held in recent months, and more are being
arranged. The booklet Audits by Certified
Public Accountants—which was distrib-
uted along with reprints of the article,
“The CPA’s Opinion,” from the March
issue of The Journal of Accountancy to all
members of the Robert Morris Associates
—has served as a basis for discussion at
several of these meetings, and has been
very helpful in developing among bankers
a better understanding of the CPAs work.
In addition, members of the Institute have
frequently addressed meetings of bankers
and have prepared a number of articles
on the certified public accountant’s respon-
sibilities, which have appeared in periodi-
cals directed to bankers.

Bankers are one of the largest users of
accountants’ reports, but there are many
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among them who do not understand fully
the functions or the responsibilities he as-
sumes in reporting upon financial state-
ments. These efforts to develop closer co-
operative relationships with bankers at the
community level are of very great import-
ance to the profession, and as they are
continued should aid materially in raising
the standards of practice within the pro-
fession.

This fall, the Robert Morris Associates
expects to issue a new pamphlet entitled
Financial Statements for Bank Credit Pur-
poses. The purpose of the pamphlet is to
promote a better understanding by busi-
nessmen of the nature of the financial in-
formation that the banker needs for credit
purposes, and why he needs it. It describes
financial information useful to the busi-
nessman and generally required by the
banker.

Copies of the “final draft” of the pamph-
let were made available to members of
our committee, and we submitted a few
comments for consideration of the Robert
Morris Associates’ Committee on Coopera-
tion with Public Accountants. Most of the

Committee on

To THE COUNCIL OF THE

AMERICAN INSTITUTE OF ACCOUNTANTS

GENTLEMEN: Since last fall’s report to
council, the committee has regretfully ac-
cepted the resignation of James L. Dohr
as editor of The CPA Handbook. Mr. Dohr
found it necessary to be relieved of this
work because of ill health and the pres-
sure of other matters.

The committee has been fortunate in
securing Robert L. Kane, Jr., as editor for
the project. Several committee meetings
have been held and the chairman of the
committee has been in close touch with
Mr. Kane in the planning of the Hand-
book, the chapter outlines and the detailed
outlines of the contents of the volume.

The present status of the work is as
follows:

a. The content and scope of the Hand-
book has been fixed. The work will be
divided into twenty-seven chapters, with
an author for each chapter. The twenty-
seven authors have been selected and their
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changes suggested were of minor import-
ance, and we are glad to report that we
believe the pamphlet is excellent in qual-
ity and should serve a most useful pur-
pose, not only to businessmen but also to
bankers and certified public accountants.

It should be emphasized that this book-
let is the product of the Robert Morris
Associates’ Committee on Cooperation with
Public Accountants, and not of our com-
mittee. However, we believe consideration
should be given to methods by which
CPAs could be helpful in widening its
distribution. In view of the splendid work
performed by the Robert Morris Associ-
ates’ committee in the preparation of this
pamphlet, the staff of the Institute has
offered representatives of the Robert Mor-
ris Associates the Institute’s services, and
possibly financial assistance, in bringing
the pamphlet to the attention of as many
accountants, bankers, and businessmen as
appears reasonable.

Respectfully submitted,
PauL Graoy, Chairman

October 1, 1951

CPA Handbook

work of research and writing is under way.
Included among the chapters will be revi-
sions of two former publications of the
Institute, Duties of the Junior Accountant,
and Duties of the Senior Accountant.

b. To assist the authors, a consultant
from one of the large national firms of
accountants has been named for each chap-
ter. His responsibility will be to review
the outline and manuscript of the chapter,
with the definite objective of bringing to
light for the small practitioner the expe-
rience of the larger firms in dealing with
similar problems.

c. Approximately 500 small firms and
individual practitioners have agreed to
assist the authors by filling out various
questionnaires and supplying forms relat-
ing to their own practices and methods.
The editor and his staff have arranged for
the preparation of approximately twenty
detailed questionnaires and these are now
in the process of being distributed and
completed.
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d. In addition, a selected panel of thirty
substantial local firms of accountants has
been chosen for the purpose of indepen-
dently completing all the questionnaires,
as a cross-check and supplemental source
to the information secured from the ques-
tionnaires filled out by the smaller firms
and individual practitioners.

The deadline for the submission of man-
uscripts has tentatively been fixed at the
end of November. However, it is expected
that the time required for the accumula-
tion of information by the questionnaire
procedure may make it necessary to ex-
tend this deadline in some cases. There
will be a very great amount of editorial
work following the receipt of the manu-
scripts. The committee, however, continues
to hope that final publication will take
place in 1952,

The extent of enthusiasm for and as-
sistance to this project has been extremely
gratifying to the committee. Almost with-
out exception, the members of the profes-
sion in large and small firms have agreed
10 accept assignments to assist in the proj-
ect. As editor, Robert L. Kane, Jr., has
devoted a great amount of time, effort, and
real ability to the Handbook. The com-
mittee is confident that the final work will
be one of which the profession may well
be proud.

Respectfully submitted,
Mavurice H. Stans, Chairman
STEPHEN CHAN

Margquis G. EaTonN

ArTHUR B. FoYE

Rogert E. WITSCHEY

October 1, 1951

Committee on Coordination of Activities
of State and National Organizations

To THE COUNCIL OF THE

AMERICAN INSTITUTE OF ACCOUNTANTS

GENTLEMEN: In our reports over the
last few years, the committee on coordina-
tion of activities of state and national or-
ganizations has stressed the work of the
state society department, and the improve-
ment of channels of communication be-
tween American Institute headquarters, the
state societies and their chapters.

We believe that these channels of com-
munication are now sufficiently well estab-
lished so that it is not necessary to report
again in detail on specific activities such
as correspondence, distribution of reports,
and pamphlets, radio transcriptions, etc.
Members of Council receive the State Soci-
ety Newsletter which contains this infor-
mation, and from time to time they have
also received copies of material going to
the state societies.

Examination of this material makes it
clear that the present function of the state
society service department is somewhat
different from the original concept. Instead
of operating more or less independently
to provide special services for the state
societies and chapters, the department has
become to a considerable extent a trans-
mission belt between all of the other In-

stitute departments and the state and local
organizations. This has been a natural de-
velopment, and we believe that it has been
of benefit to all concerned. The interests
of the state societies and chapters coincide
closely with those of the Institute, and it
is therefore desirable for them to maintain
a close contact with all Institute depart-
ments rather than with just one.

For example, the research department
solicits the opinion of state societies on
new or revised bulletins on accounting
procedure and statements on auditing pro-
cedure. It has looked to the state societies
and chapters for assistance in the distri-
bution of such publications as Audits by
Certified Public Accountants and reprints
of the article on “The CPA’s Opinion”
which was prepared for The Journal of
Accountancy.

The education department has obtained
the cooperation of state societies and chap-
ters in connection with the personnel test-
ing program, publicity concerning the
CPA examinations and other matters.

A number of Institute committees, such
as the executive committee, the committee
on federal taxation, the committee on na-
tional defense, and others have from time
to time obtained very valuable support
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from the state societies and chapters in
connection with problems invelving fed-
eral legislation or the rules and regula-
tions of federal agencies.

The public relations department has
turned more and more to the state socie-
ties and chapters for distribution of
pamphlets, material for the press, radio
programs, pattern speeches and other pub-
licity and promotional material.

In most of these cases the state society
service department serves as a connecting
link. In addition, the department does
prepare special reports such as periodic
tabulations of the provisions of state CPA
laws, dues and assessment privileges in
the state societies, by-laws and chapter
organization, etc. The department also
keeps a close check on developments in
state legislation, and on numerous occa-
sions has furnished special assistance to
the state societies and chapters on request.

The weak link in this chain of com-
munication is the fact that not all of the
state societies are well-enough organized
to take advantage of the services offered
by the Institute, and particularly to obtain
distribution of information and educational
or public relations material in local com-
munities throughout their respective states.
An attempt was made to improve local
contacts last year by appointment of local
representatives with whom Institute head-
quarters might communicate directly, but
for various reasons this did not prove sat-
isfactory. Consequently, we welcome the
formation of new local chapters in a con-
siderable number of states during the past
year, and we believe that the further
growth of chapter organization will prob-
ably provide the best means of further
improvement in communication between
the Institute and the membership of state
societies as well as with the general pub-
lic. It has been demonstrated that there
can be healthy and active chapters even
where there are only a few CPAs.

We have also been pleased to note a
steady increase in the number of state so-
cieties with part or full-time paid secre-
taries. The growth in membership and
variety of interests in both the Institute
and the state societies makes it increas-

ingly difficult for society officers and com-
mittee members who are engaged in public
practice to handle the volume of work in-
volved in successful society organization
and coordination of activities with those
of the Institute. There is no doubt that
the value of the services provided by In-
stitute headquarters for the benefit of
members is enhanced in states which have
a paid secretary.

It might have been anticipated that the
rapid growth of the profession and its
increasing dispersion into smaller com-
munities in recent years would have
brought about more difficult problems of
coordination and perhaps even a certain
amount of friction. On the contrary, we
believe that the relationships between the
Institute, the state societies and the chap-
ters have never before been as close as
they are today, and that the state societies
and chapters have been making more and
more effective use of the services provided
by the Institute.

When the state society service depart-
ment was first established, it was necessary
to start with a more or less arbitrary plan
of operation. Some parts of the program
worked well, and others did not. We be-
lieve that most of the initial problems
have been more or less satisfactorily
worked out, and that further development
of the activities of the state society service
department and of the Institute as a whole
in its relations with the state societies, can
best be guided by the nature and the de-
mands for this service from the state soci-
eties, rather than by any set plan which
this committee might recommend.

Respectfully submitted,
RoBerT L. PERSINGER, Chairman
J. L. BENNETT

Everert W. DELANEY
Frep G. ErcusorN
WiLLiam B. Jones
Joun C. MARTIN

Joun J. Mclsaac
Joun M. Stoy

CyrIL TALBOT
WirLiam H. WALKER
PauvrL K. WEBSTER

October 1, 1951



Committee on Education

To THE COUNCIL OF THE

AMERICAN INSTITUTE OF ACCOUNTANTS

GENTLEMEN: The activities of the com-
mittee on education for the year ended
August 31, 1951, have necessarily been
confined to those which could be carried
on by correspondence since it was not
practicable to hold any meetings of the
committee. The committee has worked in
close cooperation with and served as a
consulting group for the educational dir-
ector of the Institute, Robert L. Kane, Jr.

During the year ended August 31, 1951,
the committee carried further a project
initiated by the committee of the preced-
ing year, namely the contest for submis-
sion of programs for improving staff
training in effective writing. Each member
of the committee, as well as the staff of the
Educational Director of the Institute, par-
ticipated in reviewing the 52 papers that
were submitted in the contest. The paper
written by Professors George Owen and
Richard Gerfen of Northwestern Univer-
sity was declared to be best and the award
of $500 has been made to the authors. It
is planned to have a digest of the winning
paper published in The Journal of Ac-
countancy. It is also suggested that the
Committee on Education for the ensuing
year give consideration to ways and means
by which the ideas contained in the win-
ning paper can best be translated into
action to the benefit of the entire mem-
bership of the Institute.

The members of the committee are not
unanimous in their views as to the desir-
ability and practicability of developing, in
collaboration with the American Business
Writers Association, some correspondence
course in the art of effective writing to be
made available to the entire Institute
membership. We suggest that the succeed-
ing Committee on Education of the Insti-
tute pursue this matter further and resolve
the question, if possible.

During the past year, the committee
gave some consideration to the matter of
the extent to which the curricula of col-
legiate schools of business are giving the
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training that students need in auditing
and in the art of expressing themselves
effectively both orally and in writing. In
this connection the committee studied an
excellent report entitled “Comments on
Curriculum for Collegiate Schools of Busi-
ness”’ prepared by the National Education
Committee of the Controllers Institute in
cooperation with a committee of the Amer-
ican Accounting Association. This question
needs further analysis and study. In this
area the Institute committee on education
may very well be able to exert a con-
structive and effective influence. It is sug-
gested that future education committees
of the Institute consider the desirability of
initiating some long-range program where-
by the committee works closely and coun-
sels with the deans and administrative
heads of collegiate schools of business in
an effort to improve curricula in the areas
of auditing and communications. If this
is done, the possibilities of coordinating
more closely the activities of the educa-
tional committees of three organizations:
The Controllers Institute, The American
Accounting Association, and The Ameri-
can Institute of Accountants, should be
investigated. '
The suggestion was made that the com-
mittee prepare or sponsor a staff training
manual that would be made available to
the entire membership of the Institute.
The committee recognized the popular de-
mand that this suggestion reflects but took
no action. The inaction reflects the strong
belief held by some members of the com-
mittee that staff-training programs must
be tailor-made to fit the needs and special
circumstances of each practitioner or firm.
Anything which might be prepared for the
use of all would probably be so general
in nature and content as to be of very
limited usefulness to a particular firm.
A number of accounting group study
conferences were held at various schools
throughout the country during the past
year. This plan of holding such symposia
was initiated a few years ago and now
seems to be so regularized and established
as to require very little attention and coun-
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sel from the Committee on Education. The
office of the Director of Education of the
Institute is very ably assisting in the plan-
ning of the conferences.

The committee was consulted on several
occasions during the past year on the
question of what the educational and expe-
perience requirements should be for the
granting of the CPA certificate. Quite
naturally the members of the committee
held differing views on the question. How-

ever, it seemed appropriate to express
those views.

Respectfully submitted,

Ricuarp S. CLAIRE, Chairman

ELmerR G. BEAMER

WiLLiamM BoyNTON

James E. HamMmoxnp

Louis M. KEsSLER

RoBerT T. KNIGHT

HenNrY P. VOLLKOMMER
September 17, 1951

Committee on History

To THE COUNCIL OF THE

AMERICAN INSTITUTE OF ACCOUNTANTS

GENTLEMEN: The committee on history
submits its report for the past year. It
does not ask for an appropriation or for
an approval of any policy but it does ask
for a consideration of the third suggestion
in its report for the year 1948-1949, now
submitted as its recommendation: that
work be started at once upon a compre-
hensive index of the minutes of Institute,
council, executive committee etc.

The works on accountancy history dur-
ing the past year which has come to the
notice of the committee are here listed.
Work COMPLETED
Connecticut

“Society History” (cont’d) by E. Petze

4 chapters .. ... Conn. CPA 1950-1951
Michigan

“Fifty Years, 1901-1941” by G. W.

Troost ........ Mich. CPA July 1951
New York

“Pace Institute (1906)” by Committee . .
NY CPA Sep 1950

“Saciety’s First Dinner” by Committee. .
NY CPA March 1951

“Auditor’s Report” by G. Cochrane ..
NY CPA May 1951

“Joseph Hardcastle” by Committee ...
NY CPA Sep 1951

Virginia
“Narrative of Growth” by W. P. Hilton
39&14pp. ... .. Typed 1951
All States

“Current News as History Material”. . ..

State Magazine

Work NearLY CoMPLETE OrR UNDER WAY
Massachusetts

“Accountancy in Mass.,” practically
ready for Society Office
Ohio

“Full History” planned by L. G. Battelle
& Committee
Wisconsin
Much material collected by C. E. Dietze
American Association
“First Twenty Years 1886-1906,” 47 of
53 Chapters ready.

Respectfully submitted,
NorMaN E. WEBsTER, Chairman
WiLLiam P. HiLton

EtHer S. KiNeMAN

A. C. LITTLETON

ErNesT RECKITT

T. Epwarp Ross

September 24, 1951

Committee on Membership

To THE MEMBERS OF THE
AMERICAN INSTITUTE OF ACCOUNTANTS
GENTLEMEN: The committee on mem-
bership offers the following statistics on
membership growth during the past year:
Applications received 2,207
Admissions

Membership at August 31,
1951
Membership at September 1,
1950
Net increase ................ 1,936
During the previous year 2,480 appli-
cations were received and 2,292 admitted.
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The committee and the Institute staff
have cooperated during the year in the
following promotional activities:

1. A congratulatory letter and a revised
pamphlet descriptive of Institute ac-
tivities were sent to each new CPA
over the signature of the committee
chairman. The respective committee
members were advised of this mailing
for local follow-up.

2. Inquiries about Institute membership
were referred to the respective com-
mittee members for local follow-up.

3. In some of the more populous centers,
letters were sent to non-member CPAs
over the signatures of past presidents
of the respective state societies.

4. An increasing number of state society
bulletins have printed articles on Insti-
tute membership and the names of so-
ciety members recently elected to
Institute membership.

5. Lists of non-member CPAs in each
state were furnished to the members
of the membership committee in the
respective states. With the aid of
these lists a very substantial number
of prospective members was reached
by the local committeemen by per-
sonal visit, telephone or letter.

6. A 15-page pamphlet entitled Coopera-

tion for Professional Advancement was
prepared by the Public Relations De-
partment with the collaboration of the
executive director, the administrative
secretary and the committee on mem-
bership. It was mailed in July to all
nonmember CPAs in the United States.

7. Letters were sent out in July to all
individual practitioners and firms rep-
resented in the Institute membership
urging them to promote Institute mem-
bership among the members of their’
staffs. Copies of the pamphlet, Coopera-
tion for Professional Advancement,
were also mailed to them with these
letters.

8. Membership growth statistics, com-
piled by states, were furnished at fre-
quent intervals to all membership
committee members.

The committee gratefully acknowledges
the initiative, cooperation and general ef-
ficiency of the members of the Institute
staff assigned to new membership matters.

Respectfully submitted on behalf of the
180 members of the committee on mem-
bership.

Respectfully submitted,
CoLEBURKE LyoNs, Chairman

September 25, 1951

Committee on Natural Business Year

To THE COUNCIL OF THE

AMERICAN INSTITUTE OF ACCOUNTANTS

GENTLEMEN: Pursuant to resolution
adopted by the Council in October, 1950,
this committee was increased in size so
that each state will be represented on the
committee when all appointments have
been made and accepted. Subsequently ap-
pointments were made, and on April 4,
1951, a letter was sent to the new mem-
bers, setting forth, as well as enclosing,
information for their use. These new mem-
bers are 31 in number, some appointments
not having been made as yet, and are in
addition to the eight original members of
the committee.

It is obvious from the size of the com-
mittee, that it will take considerable direc-
tion and organization, and this cannot be
accomplished by a volunteer chairman.

Due to the lateness in the year of a
substantial number of appointments, no
specific plan of organization was formu-
lated, and therefore each member, more
or less, acted on his own. As a result of
past experience, however, it is felt that
specific recommendations can be made,
which will result in substantially more
efficient use of the committee’s resources
in the future. Such recommendations fol-
low:

1. By far the most was accomplished in
those states in which our committee mem-
ber was also chairman of the state society
or local chapter committee on the natural
business year. Therefore, our first recom-
mendation is to urge every state society
to appoint a committee. In fact it might
be advisable to ask each state society to
appoint a committee, with the chairman
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also a member of the Institute, and then
to make up the Institute committee by ap-
pointing the chairman from each state

2. A specific program should be formu-
lated at Institute headquarters, in which
program the chairman of the Institute
natural business year committee should
participate. The time involved in aggres-
sively promoting this program solely by
the chairman, in our opinion, would far
exceed that which could ordinarily be ex-
pected of a voluntary chairman unless he
was retired, or semi-retired. Material re-
sulting from this activity should be sent
to state committee members periodically,
with requests for reports on specific dates.
Such material could be printed matter for
the society to distribute, pattern speeches,
subjects for preparation of articles for
periodicals, etc.

3. Statistics should be gathered and sent
out frequently on a current basis, to the
chairman of each state society committee
who was a member of the Institute com-
mittee.

Obviously, because of the large territory
covered and the number of members in-
volved, the program for this committee is
long term. However, it should also be
borne in mind that the number of mem-
bers now participating might soon lose in-
terest unless there is an aggressive pro-
gram immediately started. We recommend
giving serious consideration to assigning
a definite place (possibly in the state
society service department) for this com-
mittee. It can well become of considerable
importance, certainly in numbers, as one
appointment from each state, plus eight
members at large, gives a total of 56. In
our opinion there should also be a mini-
mum of two appointed by each state soci-
ety on its committee, which would total
154 persons actively participating.

There is available at the chairman’s of-

fice, a large file on this committee, and
included therein are reports from some of
the committee members which show sub-
stantial activity. We think valuable infor-
mation, including statistics, could be
gather from this file. Considerable time
must be taken to do so, however. The
names of these committee members follow:

Lincoln L. Adam, Maine
Millen D. Atwood, Utah

Charles C. Bailley, North Dakota
Walter M. Baird, California
Louis K. Bell, Georgia
Norman H. Bunting, Florida
Kenneth H. Cassidy, Indiana
Ralph Cole, Washington, D. C.
M. T. Deaton, Idaho

Dixon Fagerberg, Jr., Arizona
Thomas C. Ferris, Montana
Karl K. Fireside, Missouri

G. M. Hatfield, South Carolina
Hobart S. Hutzell, West Virginia
Wm. B. Kottinger, Jr., Nevada
Theodore Krohn, New Jersey

H. Calvert Krueger, Kansas
John F. Lee, Oregon

Francis E. Moore, Massachusetts
M. C. Dean Mundell, Wyoming
Russell V. Puzey, Illinois
Lawrence P. Quill, Pennsylvania
Robert Richardson, Wisconsin
Edgar C. Salvesen, Vermont
Donald E. Schmidt, Iowa
Harrison F. Spengler, Michigan
J. B. Stephenson, New Mexico
Elton B. Taylor, North Carolina
B. A. Timmons, Tennessee

Wm. B. Tittsworth, Maryland
Walter E. Vater, Texas

Respectfully submitted,

C. C. GaBRIELSON, Chairman
Harry W. BABINEAU

Joun J. DEErING

E. S. HARRINGTON

Tom L. MELVEN

M. D. McCaskiLL

J. F. SuLLIVAN

A. M. Torer

L. C. J. YEAGER

October 4, 1951

Committee on Public Relations

To tHE COUNCIL OF THE
AMERICAN INSTITUTE OF ACCOUNTANTS
GENTLEMEN: Since the general public
relations policy and program of the Amer-
ican Institute will be covered at one of
the technical sessions which will be car-

ried in the proceedings of the annual
meeting, this report will be largely con-
fined to a record of the major activities
of the Institute’s public relations depart-
ment during the past year. These activities
were carried out under the general policy
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and program approved at a meeting of
the public relations committee which was
held at the time of the Institute’s last
annual meeting in Boston. At that time it
was agreed that the public relations pro-
gram should give continuing emphasis to
the three major themes previously selected
by the committee, which were as follows:

1. Protection of the position of certified
public accountants in tax practice.

2. Maintenance of the integrity of state
CPA laws.

3. Expansion of opportunities for certified
public accountants, particularly the in-
dividual practitioners, by giving more
information to small businessmen about
the advantages of good accounting serv-
ice.

The national emergency and the crea-
tion of the Institute committee on
national defense have raised problems
which have also required a good deal of
time and attention during the past year.
Specifically, the Public Relations Director
was assigned staff responsibility for work
with the defense manpower subcommittee
and has assisted that committee in de-
tailed presentations for use in Washing-
ton hearings on the essentiality of the
services of certified public accountants,
and in the preparation and tabulation of
a manpower questionnaire which was sent
to all public accounting firms represented
in the Institute. He has also devoted an
increasing amount of time to legislation
affecting the accounting profession which
has been pending in Congress. The other
principal activities of the public relations
department have been as follows:

1. PAMPHLETS. A new pamphlet entitled
Your CPAs Responsibility, to explain
Statement on-Auditing Procedure No. 23
to the clients of smaller CPA firms, was
prepared and made available to all firms
represented in the Institute membership.
Cooperation for Professional Advancement,
a pamphlet describing the nature and ac-
tivities of the American Institute, was
prepared in cooperation with the member-
ship committee and sent to all nonmember
CPAs in the United States. A brochure
describing the testing program for ac-
counting students was distributed to
schools of accounting throughout the

country. Distribution of two earlier “best
sellers” among Institute pamphlets, A
Career in Public Accounting and The CPA
Examination: Gateway to a Profession, has
continued and reached totals of 43,948 and
67,890 copies respectively.

2. Rapio. Two new transcribed radio
shows were prepared with professional
actors for use during the tax season. In
addition to 171 transcriptions sent by the
Institute to siate societies and chapters,
250 more recordings were ordered by
them, and the shows were used on 356
radio stations in 39 states and the District
of Columbia. This was a very considerable
improvement over the distribution of the
radio tax shows in the previous year. The
Institute also prepared and received credit
for two other 15-minute tax shows which
were carried on more than 150 stations of
the ABC network.

3. GENERAL MAGAzZINE ArticLes. The
public relations department assisted in the
preparation of articles emphasizing CPAs
services in Look magazine,Changing Times
(the Kiplinger magazine), and The Office.

4. TrRADE PrEss. A total of 40 articles on
the general theme of bigger profits through
better accounting, prepared by the public
relations department, have now been car-
ried in trade press magazines. :

5. House OrecaN PIieEcE. A special ar-
ticle containing tax hints for the average
employees, with credit to the American
Institute of Accountants, was carried in
more than 100 company and corporation
house organs, including many distributed
by the country’s largest corporations.

6. PATTERN SPEECHES. A new pattern
speech on “Your Future in Public Ac-
counting,” intended primarily for use be-
fore high school audiences, was made
available to members, and an older
speech, “What Accounting Means to You,”
was completely revised and brought up to
date.

7. REcioNaL CoNFERENCES. The depart-
ment assisted in preparations and publicity
for the New England, Middle Atlantic
States, Southern, and Northwest regional
conferences, including press releases sent
to papers in the home towns of those who
attended.

8. SPEAKERS

BUREAU. Arrangements
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were made for more than 200 speaking
engagements for Institute officers, staff,
and committee members during the year.

9. Tre CPA anp StATE Society NEws-
LETTER. Both of these publications are edi-
ted in the public relations department.

10. Press REevLEAsEs. Both general and
specialized press releases were sent out
regularly during the year on all news-
.worthy events, including over 1800 indi-
vidual home-town releases on new mem-
bers of the Institute.

Because of the defense emergency and
the pressure of other activities as well as
the effect of inflation on the Institute’s
budget, the public relations committee has
not requested any substantial increase of
funds for public relations activities either
last year or for the coming year. However,
we should again like to call attention to
the fact that these activities have a sub-
stantial dollars-and-cents value to the In-
stitute membership, especially through
protection of the integrity of the CPA
certificate and expansion of opportunities
for CPAs, particularly the small practi-
tioners, to serve small business. We are
satisfied that this dollar value to the pro-
fession is much larger than the modest
sums which have heen spent on public
relations activities and we believe that
these activities should be further expanded
as soon as the time seems propitious.

We call your attention particularly to the
fact that the public relations department,
including state society service, provides
many valuable services to the membership,
the state societies and their chapters which
are not included by most people in what
they think of as public relations. The
amount spent on direct promotional activi-
ties such as pamphlets, radio, magazine
articles and press releases is less than
four per cent of the Institute’s total bud-
get, even including all of the time spent
by staff members on such activities.
In addition the availability of profes-
sional service from the Institute’s public
relations department and public relations
counsel has been of very considerable
value in other fields such as national and
state legislation, relationships with govern-
ment agencies and with other business
and professional groups, membership pro-
motion, and direct service to state socie-
ties, chapters, and individual Institute
members.
Respectfully submitted,
Georce E. PerrIN, Chairman
Wirriam M. Brack
RoBerT L. CHESNUTT
WiLriam B. FRANKE
A. StaNLEY HARMON
N. Lovarr McLAReEN
Cuirron H. Morris

October 1, 1951

Committee on Publications

To THE COUNCIL OF THE

AMERICAN INSTITUTE OF ACCOUNTANTS

GENTLEMEN: The circulation of The
Journal at September 1, 1951, was 61,175
compared to 55,855 a year ago. These are
net-paid figures. However, the total distri-
bution of The Journal is 62,100, which
figure is significant because it indicates
the total number of copies which are put
into the hands of readers. The difference
is free distribution of one sort or another
—exchanges, advertisers, copies to authors,
etc.

Last spring, it was feared that advertis-
ing revenue would drop in the second six
months of the fiscal year. However, actual
billings were larger than anticipated,
which made the advertising revenue for

the year about as budgeted: $122,000. Sev-
eral new advertising accounts were ob-
tained during the year.

An increase in printer’s rates is expected
October 31st to give effect to a new wage
scale which is now being negotiated. At
the date of writing this report, it appears
likely that an increase in postage rates of
twenty per cent a year, to a total of sixty
per cent over three years, will be enacted,
which will increase our postage costs about
$600 per month. We are trying to have
The Journal classified as an educational
publication, which would put it into a
substantially lower postage-rate class, but
cannot predict the result of this effort.

The circulation promotional campaign
has continued, though in the last six
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months of the year a gradual shift has
been made from use of outside lists—that
is, rented lists of possible subscribers who
are not necessarily accountants—to lists
which are composed primarily of account-
ants. We have found that promoting to the
peripheral groups barely pays for itself in
the present circumstances. In planning the
1951-52 promotional program, most em-
phasis has been laid on what we have come
to think of as our own people; that is to
say, accountants and those immediately
associated with them.

The reclassification of subscribers into
new occupational categories has been vir-
tually completed. It gives a very interest-
ing picture of The Journal’s distribution.
For the first time, we know that we have
approximately 6,000 CPA nonmember sub-
scribers, making a total of about 24,000
CPAs, and some 37,000 non-CPA sub-
scribers, of which about 10,000 are in pub-
lic practice. There remain about 8,000
subscribers who are not classified, which
limits the accuracy of these figures some-
what. Subject to this limitation, however,
the number of students now shown is
about 3,000 compared to an excess of 10,-
000 in recent years. This is believed to be
because most of the subscribers we have

carried as students are actually employed
and going to school part-time. The new
analysis shows that about 44 per cent of
Journal subscribers are in public practice,
about 30 per cent are employed by cor-
porations; and the remainder are govern-
ment, teachers, libraries, students, and
unclassified.

The volume of editorial material pro-
cessed, both that which is published and
that which is not, is large. The number of
manuscripts submitted continues to grow,
and in addition the staff invites a substan-
tial number of authors to write specific
articles to order, so that even coverage of
all areas of accountancy may be obtained.
Three subjects now receiving increasing
emphasis are: (1) problems of operating
an accounting practice; (2) special prob-
lems of the smaller practitioner; and (3)
matters of especial interest to corporate
accountants. Continuing effort is being
made to improve coverage of news sources.

Respectfully submitted,
T. CoLEMAN ANDREwS, Chairman
Harorp R. CAFFYN
TaORNTON G. DovucLas
J. WiLLiam Hore
Joun H. ZEBLEY, JR.
October 1, 1951

Committee on Relations with Bar

To tHE COUNCIL OF THE

AMERICAN INSTITUTE OF ACCOUNTANTS

GENTLEMEN: The activities of your com-
mittee on relations with bar have been
directed towards improving our relations
with the lawyers, and we have held meet-
ings and considerable correspondence with
the lawyer members of the National Con-
ference of Lawyers and Certified Public
Accountants. Our last meeting was held
on September 14. We discussed and de-
cided upon the machinery which we are
suggesting for creating local conferences
on a state level to hear and investigate
complaints and disputes. It was agreed
that John Randall, my co-chairman, and
I would write the presidents of each State
CPA Society and the presidents of each
State Bar Association about the organi-
zation of the National Conference and the
Statement of Principles relating to prac-

tice in the field of federal income taxation
which has been adopted. We are asking
them to advise us what steps they have
already taken towards cooperation between
the two professions on a state level. We
are also suggesting that state conferences
be established patterned after the National

Conference, that is, with five lawyers and

five CPAs appointed by the presidents

of the respective state organizations. The
following procedure is proposed:

1. That each complaint submitted to a
state conference be referred for investi-
gation to a subcommittee of three
members of the conference who are
members of the profession of which the
object of the complaint is a member.

2. If the subcommittee cannot dispose of
the matter to the satisfaction of all con-
cerned it should report to the state
conference which
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a. Will decide whether or not the case
comes within the jurisdiction of the
conference and it wishes to hear the
case;

b. Will request the parties to indicate
whether or not they will accept the
decision of the conference;

¢. Will determine procedures for tak-
ing testimony and hearing witnesses

3. If the state conference is unable to
reach agreement or to settle the matter
to the satisfaction of all concerned, the
matter should then be referred to the
National Conference to permit another
effort at mediation.

4. That state conferences consider com-
plaints against non-lawyers involving
tax practice, whether CPAs or not,
but that they do not consider questions
involving only the reasonableness or
excessive character of a fee.

The conference considered a suit filed
by Meyer Barton, CPA of New Orleans,
La., against the De Jean Packing Com-
pany of Mississippi. A special committee
of the conference was appointed to investi-
gate the dispute and reported back to the
conference suggesting mediation. Mr. Bar-
ton agreed to accept mediation by the
National Conference but the attorney for
the De Jean Packing Company refused.
The American Bar Association’s Commit-
tee on Unauthorized Practice of the Law
considered the matter and decided not to
intervene “in view of the basic policy of

attempting to avoid litigation involving
accountants.” The National Conference
has again expressed willingness to arbi-
trate the dispute.

The conference also considered a com-
munication from J. L. McNees, an attorney
of Dallas, Texas, directed against a CPA
of that city, alleging his unauthorized
practice of the law and complaining of
the character of his work and the amount
of his fees. After discussion it was decided
to report the matter to the presidents of
the Texas CPA Society and Texas Bar
Association, suggesting that they appoint
a state conference or a special committee
to consider the complaint. We further
indicated that the services of the National
Conference would be available on request
to consider the dispute on any matters
other than fee.

While some lawyers seem to breathe fire
in their own meetings, the lawyer members
of our conference have been most co-
operative in dealing with us and I look
forward to greatly improved relations over
the next few years. There are so many
important business problems on a state
and national level that require our joint
cooperative experience and effort that it
is absurd to dissipate our energies in
controversies between our two professions.

Respectfully submitted,
PercivaL F. BRUNDAGE, Chairman

October 1, 1951

Committee on Relations with the Securities and
Exchange Commission

To tHE CoUNCIL OF THE

AMERICAN INSTITUTE OF ACCOUNTANTS

GENTLEMEN: Since the annual meeting
of the Institute in October, 1950, an im-
portant milestone has been passed in the
course of relations between the account-
ing profession and the SEC. At that time,
we were facing the possibility that the SEC
might, through finalization of a revised
Regulation S-X then in draft form, take
long additional steps toward establishment
of accounting principles by rule of this
governmental agency.

A revised draft of Regulation S-X issued

in November, 1950, in large measure met
our objections to the official promulgation
of accounting rules. In this draft were
only two matters to which practicing ac-
countants could take serious objection:
(1) incorporation by reference of the
commission’s series of accounting releases
(some of which contain accounting rules)
and (2) a requirement for an all-inclusive
income statement. While we regretted the
former, there did not seem to be much
chance of securing the cancellation of pres-
ently outstanding accounting pronounce-
ments of the Commission. Incidentally,
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our hope in this area lies in possible
future codification and revision of the re-
leases. On the proposed requirement for
an all-inclusive income statement emphatic
protest was necessary.
Consequently, President Andrews ap-
pointed a special committee comprised of
himself with Messrs. Jennings, Knight and
Williams of our committee, who with Mr.
Blough of the Institute research staff ap-
peared before the Commission on Decem-
ber 6, 1950. A prepared statement was
presented to the Commission by President
Andrews. This dealt with the following:
1. Independence of the certifying public
accountant
2. Tendency of rules to become fixed and
difficult to modify in step with prog-
ress in the art of accounting

3. Unsound results that may develop from
application of rules in unusual circum-
stances

4. Rules stifle accounting judgment, ex-
perimentation and progress

5. Rules should not be based on the ex-
ceptional bad case.

The statement cited the progress of our

Institute in defining accounting principles

which made unnecessary the proposed

reaffirmation of all Accounting Series Re-

leases, and supported the “operating per-

formance” type of income account in order

to avoid misleading inferences. Discussion

with the members of the Commission was

chiefly directed to the latter problem and

concluded in the compromise with which

all accountants are now familiar; i.e., the

final items on the income statement to be

filed with the Commission, defined as:

Item 16—Net income or loss

Item 17—Special items

Item 18—Net income or loss and special

items.

This approach to the problem of the
“all-inclusive” income statement will of
course not solve all problems or be satis-
factory to everyone. However, it must be
recognized that the profession has not
been unanimous in its thinking. Also the
SEC staff has had genuine difficulty with
the application of Bulletin 32. A substan-
tial minority of registrants have carried
charges or credits to surplus which many
accountants would prefer to recognize in

determining the amount reported as net
income; and the staff has been troubled
by the showing in surplus of material
charges or credits clearly resulting from
events of the year.

Subsequent discussions with the SEC
staff indicate that, although material re-
troactive adjustments of prior year income
would appear to require location as spe-
cial items on the income statement, the
staff may not object to carrying such
items direct to surplus; presumably this
treatment will be sanctioned under the
phrase “except as otherwise permitted by
the Commission.”

Our committee met with the SEC ac-
counting staff on March 20, 1951, when
several timely subjects were discussed.

Commissioner McCormick, before his
resignation to assume the presidency of
the New York Curb Exchange, arranged
for the Commission to issue for public
discussion a draft of a revised Form S-1.
The objective is to obtain a streamlined
prospectus, particularly as to financial
statements, which might be more easily
read by the “average investor.” We ex-
pressed the view that if the proposed
abbreviated financial information in the
prospectus were required to be certified
by the independent accountant, either by
rule or by request of the registrant or the
underwriters, the proposed revision in
Form S-1 might prove beneficial to the
public.

As to the results in practice of the new
items required by Regulation S-X at the
foot of the income statement, experience
with filings for the year 1950 is expected
by the SEC staff to disclose interesting
problems.

The staff is considering a change in
policy as to the disposition of goodwill
particularly when recently purchased or
otherwise obviously unimpaired. This step
is intended to preserve the investors’
equity from arbitrary understatement re-
sulting from the write-of of an unim-
paired asset purchased in an arm’s length
transaction.

Discussion was also directed to (1) the
balance sheet location of the provision for
income taxes on uncollected installments
of a registrant reporting for financial pur-
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poses on the accrual basis but for tax
purposes on the cash basis, (2) consolida-
tion problems in relation to the criterion
to “exhibit clearly the financial condition
and results of operations” and (3) work
for receivers and trustees. As to the latter,
we suggested that the practice of the
courts, presumably supported by the legal
staff of the SEC, to expect a new account-
ing firm to be engaged by the receiver was
a denial of the principle of independence
on the part of certifying accountants.
Mr. King deprecated the appearance of
price competition by accounting firms who
submitted bids or estimates for work for
receivers and trustees.

Our committee believes that its occa-
sional conferences with the SEC staff are

helpful to both parties. Although conclu-
sions can seldom be reached, there is
benefit in the disclosure of divergent views
both among our own members and among
members of the SEC staff as well as be-
tween the two groups. We are impressed
by the intelligent approach of the staff to
the many difficult problems which it en-
counters in administration of the account-
ing aspects of the laws under which the
Commission operates.

Respectfully submitted,

Rosert W. WiLLiams, Chairman

SamueL W. Eskew

ArLvin R. JENNINGS

PauL K. KnicHT

WeLDON PowELL
October 6, 1951

Committee on State Legislation

To tHE COUNCIL OF THE

AMERICAN INSTITUTE OF ACCOUNTANTS

GENTLEMEN: State legislation is a sub-
ject that must be dealt with by state soci-
eties and members of the profession in
the states in which there is legislative
activity. The type of accounting legisla-
tion that will effectively serve the profes-
sion and the public interest is best
determined by those who are fully aware
of local problems. The maintenance of
standards, however, is not purely a local
problem. A uniformly high standard con-
tributes materially to the universal ac-
ceptance of the opinion that accountancy
is national rather than local in character.
The AIA as the national professional body,
has the task of leadership in maintaining
high standards for the CPA certificates on
a national basis.

During the year, this committee has
undertaken to draft a statement of prin-
ciples which could serve as a general
guide to Institute policy with respect to
state legislation.

A draft embodying recommendations
previously approved by the membership
or the council and some of the provisions
contained in the 1945 “model bill” was
circulated among the members of this
committee. It was agreed, however, that
the subject of regulatory versus permis-
sive legislation would not be considered.

Comments from the various members
of the committee on the preliminary draft
revealed some areas of fairly general
agreement and some points of rather
sharp disagreement, particularly with re-
spect to education and experience re-
quirements, The draft was therefore
recirculated, with a tabulation of the
comments received, together with sugges-
tions made by committee members for
additional points which might be includ-
ed in the proposed statement.

We are not as yet ready to submit rec-
ommendations for the consideration of the
council, and will therefore pass along the
results of our work for further develop-
ment by next year’s committee. The sub-
ject of state legislation will, however, be
brought up for general discussion at a
technical session on state legislation dur-
ing the current annual meeting.

The results of a questionnaire on
reciprocity prepared and sent out by this
committee at the request of the executive
committee have been reported to the
executive committee with the suggestion
that the report be placed in the hands of
members of the Association of Certified
Public Accountant Examiners for further
consideration and possible action.

Since many state legislatures meet only
in odd-numbered years, it was to be ex-
pected that the past year would see a
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large volume of legislative proposals af-
fecting the accounting profession. Actual-
ly, the number of bills introduced on this
subject was slightly under the 1949 total,
although it was about seven times the
1950 total. The reduction from 1949 is ap-
parently due in part to the fact that state
associations of public accountants have
been considerably less active in pushing
permanent two-class legislation. All such
bills introduced in 1951 were defeated.

In general, it may be said that no bill
which would have been seriously harmful
to the profession was enacted, and also
that comparatively few bills of major im-
portance were enacted under the sponsor-
ship of state societies of certified public
accountants. There was one addition to
the number of states with regulatory leg-
islation during the year.

At this writing, all but three of the
forty-four state legislatures holding regu-
lar sessions this year have adjourned or
recessed, and only one state has pertinent
bills pending in its legislature. 110 bills
(including 19 companion bills) of inter-
est to CPAs were introduced in 35 states
and 33 bills have been enacted into law.
Companion bills have not been included
in the totals listed in the following sum-
mary of 1951 accounting legislation.

Regulatory Bills Sponsored By
State CPA Societies

Introduced: 5 bills in 5 states

Enacted: 1 bill

Of the regulatory bills which were in-
troduced this year under the sponsorship
of the state CPA societies in Connecticut,
Massachusetts, New York, Oklahoma, and
Oregon, the Oregon bill was the only one
that became law. Connecticut’s bill died
in committee, Massachusetts’ bill was re-
ferred to the next annual session, New
York’s bill was reported out of committee
but defeated in the Senate by a vote of
31-24, and Oklahoma’s bill was reported
with amendments and then killed.

Public Accountants’ Bills
Introduced: 11 bills—Kansas, Massa-

chusetts, Minnesota (2) Nebraska,

Ohio, Pennsylvania, Rhode Island,

Utah, Vermont, West Virginia.
Enacted: None.

The Kansas bill, which would have re-
pealed the existing CPA law, created a
Board of Accountancy composed of three
CPAs and two additional CPAs or PAs,
and provided for a dying class of public
accountants, was killed. (A revised per-
missive bill, sponsored by the state CPA
society, was enacted into law.) The PA-
sponsored Massachusetts regulatory bill,
which was referred to the next annual
session, provided for a Board composed of
five CPAs and two PAs, whereas the bill
sponsored by the state CPA society pro-
vided for a five-member CPA Board. The
Nebraska bill would have required CPAs
to register with a State Board of Regis-
tered Public Accountants and use the
designation “registered public account-
ant,” was reported with amendments, in-
definitely postponed, and died in the
legislature. The Rhode Island bill, which
would have amended the existing CPA law
and provided for the issuance of licensed
public accountant certificates, without ex-
amination, to qualifying persons who ap-
plied before Sept. 1, 1951, and thereafter,
to applicants who passed an examination,
was passed by the House, but failed to
reach the Senate floor before adjournment.
In Utah, companion bills, which would
have repealed the present CPA law, cre-
ated a State Board of Accountancy com-
posed of five CPAs or PAs in active
practice, and provided for the registration
of a dying class of PAs, died in their
respective houses in introduction. The PA-
sponsored Vermont bill, reported unfavor-
ably and killed in the House, would have
amended the existing CPA law, added
three practicing licensed PAs to the pres-
ent three-member CPA Board, specified
that only CPA Board members would
have authority over the CPA examination
and final grades, and provided for the
registration of a dying class of PAs. This
bill was neither opposed nor supported by
the Vermont CPA society.

The following bills died in committee:
A Minnesota bill, which purported not to
regulate the practice of public accounting
by CPAs, would have defined the practice
of public accounting, provided for the
continuing registration of eligible persons,
without examination, by the Secretary of
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State, and prohibited unregistered persons
from engaging in the practice of public
accounting and using the title “registered
public accountant” after May 1, 1952;
another Minnesota bill would have created
a State Board of Public Accounting com-
posed of the Secretary of State, one CPA,
one PA and one employee of the Commis-
sioner of Taxation, provided for the issu-
ance of registration certificates, without
examination, to PAs who had maintained
an office for accounting services for two
years immediately prior to enactment and
to other eligible persons who passed an
examination within two years, and pro-
hibited unregistered persons (other than
attorneys) from preparing tax returns or
engaging in public accounting practice; a
PA-sponsored Ohio bill would have re-
pealed the existing CPA law, created a
state board of public accountancy com-
posed of five CPAs or PAs, permitted any
person to apply for PA registration within
one year after effective date, and provided
for the issuance of CPA certificates by
waiver; a West Virginia bill would have
created a separate Board of Public Ac-
countants and provided for continuing reg-
istration of public accountants through
examinations.

The Pennsylvania bill, which would cre-
ate a State Board of Examiners for the
Licensing of Public Accountants composed
of the Superintendent of Public Instruc-
tion, two attorneys and five licensed PAs,
not more than two of whom may be CPAs,
and provide for the issuance of licenses
as PAs, without examination, to eligible
persons who apply within twelve months
after effective date, and thereafter to qual-
ifying applicants who pass an examina-
tion, was reported with amendments and
recommitted.

Bills Strengthening Present
Accountancy Laws
Introduced: 19 Bills in 14 States
Enacted: 12 Bills in 10 States
EpucatioN ANp EXPERIENCE
Introduced: 4 bills—Colorado, Dela-
ware, Florida, Nebraska (all spon-
sored or supported by state CPA
societies). :
Enacted: 2 bills—Colorado, Florida.

(A North Carolina bill, classified else-
where, increased education require-
ment.)

As introduced, the Colorado bill pro-
vided for increasing fees and raising the
educational requirement after June 30,
1956 from a high school education or
equivalent to a college degree and tech-
nical education equivalent to a college
major in accounting. As enacted, the bill
eliminates the new educational require-
ment and as a result there will be no
educational requirement in the law after
June 30, 1956, changes the experience re-
quirement in effect until June 30, 1956
from five years public accounting expe-
rience to accounting experience acceptable
to the Board, requires only three years of
such experience after June 30, 1956, and
increases fees.

The Florida bill, also enacted into law,
allows college graduates with majors in
accounting to sit for the CPA’ examina-
tion; the certificate will be withheld pend-
ing completion of one year’s work in a
registered accountant’s office or an addi-
tional one-year college accounting eourse.
It also provides that five years after enact-
ment, new applicants must be accounting-
major college graduates.

A bill sponsored by the Delaware So-
ciety of CPAs was passed by the Senate
with an amendment but died in a House
committee. It would have required appli-
cants for the CPA exam after January 1,
1954 to have had two years public account-
ing practice, self or employed, or three
years equivalent diversified accounting ex-
perience (present rules only require that
employment record for five years imme-
diately preceding be shown on applica-
tion), required one year’s residence, em-
ployment or maintenance of an office in
Delaware preceding application, specified
additional titles which could not be used
by non-CPAs, provided for ownership of
working papers and privileged communi-
cation, changed the term of Board mem-
bers from three to four years, and required
at least two of the four CPA Board mem-
bers to be engaged in public practice at
time of appointment. The Senate amend-
ment would have eliminated the privileged
communication provision.
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The Nebraska bill, which would have
raised the educational and experience re-
quirements and provided for privileged
communication for CPAs, was reported
with amendments, amended three times on
the floor of the one-house legislature, in-
definitely postponed, and died in the
legislature. Floor amendments would have
eliminated the requirement that public
accounting experience be obtained in the
employ of a CPA and the privileged com-
munication provision, and would have re-
quired holders of CPA certificates to pass
the examination every five years to retain
their certificates.

FEES

Introduced: 6 bills—Idaho (3), Indiana,
North Dakota, Oklahoma.

Enacted: 6 bills—Idaho (3), Indiana,
North Dakota, Oklahoma.
(Colorado, Kansas, Oregon, and Texas
bills, classified elsewhere, also in-
creaded fees.)
The following have been enacted into
law: Three Idaho bills increasing re-exam-
ination fee from $10 to $15, annual re-
newal fee for CPAs from $2 to $10, and
reciprocal certificate fee from $5 to $50;
an Indiana bill, sponsored by the state
society, requiring $25 fee for each exam-
ination, increasing from $600 to $1200
maximum annual salary of Board secre-
tary and treasurer, and increasing from
$3 to $5 annual registration fee for CPAs;
a North Dakota bill requiring one year’s
residence prior to application for CPA
examination, increasing fee from $25 to
$35, and fixing re-examination fees vary-
ing with the subject, with House floor
amendment providing for $20 refund to
reciprocal certificate applicants, in addi-
tion to applicants not approved for exami-
nation; and an Oklahoma bill requiring
CPAs to pay $5 annual registration fee.
OTHER
Introduced: 9 bills—Alabama, Califor-
nia (2), Illinois (3), Iowa, Kansas,
West Virginia.

Enacted: 4 bills—California, Illinois,
Kansas, West Virginia.

The following have been enacted into
law: A bill which had the approval of the
California Society of CPAs provides that
the members of any committee appointed

by the State Board shall receive all trans-
portation expenses and $25 for each day
of attendance at meetings of the board or
committee; an Illinois bill, sponsored by
the state CPA society as a result of a
recent court decision declaring one section
of the existing regulatory law unconstitu-
tional, specifies the subjects to be covered
in the examination for the CPA certificate
given by the special board of five exam-
iners to public accountants who apply on
or before July 22, 1953, and have held
Illinois certificates of registration as PAs
and have been engaged in public account-
ing practice in Illinois for five years, and
specifically authorizes the University of
Illinois to adopt rules and regulations rela-
tive to the qualifications of applicants,
examination, and determination of success-
ful applicants; a Kansas permissive bill
(sponsored by the state society), effective
July 1, 1951, repeals the present permis-
sive law,screates a Board of Accountancy
to administer the law, incorporates educa-
tional and experience requirements in the
law, increases fees for the CPA certificate
and re-examination, and provides for issu-
ance of annual permits to CPAs; a West
Virginia bill clarifies wording of examina-
tion and registration section of general
provisions applicable to all state boards.

An Alabama bill, which would have re-
quired that State Board funds be deposited
in the State Treasury to the credit of the
Board, died in committee. A CPA-approved
California bill, which would have required
all partnerships to register with the State
Board, also died in committee. An Illinois
bill, which would have added a new sec-
tion to the existing regulatory law, author-
ized the Director of Registration and Edu-
cation through the Attorney General or
any state attorney to apply for an injunc-
tion to enjoin unregistered persons from
practicing public accounting, and made
violations of any injunction contempt of
court, was reported favorably, amended on
the Senate floor, and subsequently killed.

A bill sponsored by the Iowa Society of
CPAs, which would have substituted a
definition of public accounting practice
for the present definition of the term
“accountant” and eliminated the present
$5,000 bond requirement, passed the Sen-
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ate with an amendment and died in a
House committee on adjournment. The
amendment would have retained the bond
requirement, but also provided that insur-
ance carrier certificate showing $5,000
liability coverage could be filed in lieu
of bond.

Bills Weakening Present
Accountancy Laws
(Introduced: 20 bills in 12 states)

(Enacted: 3 bill in 3 states)
EXPERIENCE
Introduced: 5 bills—Idaho, Iowa, New
Hampshire, New Mexico, New York
(all opposed by state CPA societies).

Enacted: 2 bills—Idaho, New Hamp-

shire.

The following bills became law: An
Idaho bill permits CPA candidates to sat-
isfy experience requirement after passing
the examination; a New Hampshire bill,
which as introduced would have eliminated
the experience requirement of four years
in the employ of a CPA or similar re-
sponsible experience, was amended before
enactment so that the experience require-
ment remains unchanged, except that it
may be met after passing the examination.

Towa’s bill, which would have authorized
the Board to accept experience equivalent
to present requirement of one year as staff
accountant in the employ of a registered
practitioner, was reported favorably but
died in the House on adjournment. The
governor of New Mexico vetoed a bill,
" passed by both houses, which would have
permitted college graduates with account-
ing majors to take CPA or RPA examina-
tion without experience prerequisite (ap-
propriate certificate would have been with-
held pending completion of experience
requirement). A New York bill which
would have allowed experience credit for
nonconsecutive hours of experience with
a CPA died in committee.
VETERANS

Introduced: 6 bills—California

New York (2), West Virginia.

Enacted: None.

The following bills died in committee:
A California bill, opposed by the state
CPA society, would have waived for vet-
erans all examinations required by the

(3),

Business and Professions Code; another
California bill, also opposed by the state
CPA society, would have given a 15-point
credit on examinations required by the
Business and Professions Code to disabled
veterans who had been bona fide residents
of California for ten years immediately
preceding examination; two New York
bills would have allowed certain veterans
credit toward experience requirement for
military service after September 16, 1940;
a West Virginia bill would have exempted
veterans from experience requirement.

An Assembly-passed California bill,
which would have made available to mer-
chant seamen all the benefits available to
veterans under California law, died in the
Senate.

OTHER
Introduced: 9 bills—California, Dela-
ware, Florida (2), Iowa (2), Okla-
homa, Pennsylvania, Texas (see Misc.
~—OQther bills).

Enacted: 1 bill—California.

A California bill, permitting eligible
persons who failed to register as PAs
within the prescribed time because of lack
of knowledge to file applications for reg-
istration before March 15, 1952, was
amended by the Senate and subsequently
enacted. The Senate amendment requires
that applications be filed prior to Decem-
ber 31, 1951.

The following bills died in committee:
A Delaware bill which would have cre-
ated a Department of Economic Develop-
ment, transferred the State Board of Ac-
countancy and other examining boards to
the Department, and required each board
to deliver to the department director all
records, forms, and other material relating
to the operation of the board; an Iowa
bill, opposed by the state society, would
have allowed the governor to ignore nomi-
nations from associations in making ap-
pointments to examining boards, another
Iowa bill, also opposed by the state so-
ciety, would have created a Division of
Occupational Registration in the office of
the Secretary of State and amended the
existing accountancy law to transfer from
the Board of Accountancy to the Secre-
tary of State the duties of publication of
an annual register and collection of fees;
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an Oklahoma bill would have created a
Department of Professional and Voca-
tional Licensing and transferred certain
functions of the Board of Accountancy
and other specified boards and commis-
sions to the Department.

The Florida bill, which would have
amended the present regulatory law and
provided for the issuance of CPA cer-
tificates until Sept. 1, 1951, under rules
prescribed by the board as to qualifica-
tions and fitness, to holders of certificates
of authority to practice as PAs, who ap-
plied within sixty days after effective date
and who had been legally domiciled and
had maintained an office and practiced
public accounting in Florida continuously
since June 1, 1927, was reported unfavor-
ably and died in the House.

A Pennsylvania bill, which would amend
the existing CPA law and provide for the
issuance of CPA certificates, without ex-
amination, to any United States citizen
of good moral character and repute who
is a resident of Pennsylvania, speaks and
writes the English language, is over forty
years of age, and has had fifteen years
of public accounting experience, is still in
committee.

Miscellaneous Bills
Introduced: 36 bills in 22 states
Enacted: 16 bills in 13 states
VETERANS

Introduced: 4 bills—California (2), In-

diana (2).

Enacted: 3 bills—California (2),Indiana.

The following bills have been enacted:
Two California bills, both of which were
unopposed by the state CPA society—
one allows a veteran who filed an applica-
tion for registration as a PA and failed to
complete education or experience require-
ments prior to re-entering military service
an additional eighteen months after dis-
charge to meet either requirements, and
the other permits reinstatement of licenses
or registrations expiring during military
service, without examination or penalty,
upon application within one year after
discharge; an Indiana bill extends pres-
ent provision so that license holders, in-
ducted into military service prior to July
1, 1953, may apply for renewal of expired

license without re-examination or penalty
within six months after discharge from the
service.

PRACTICE OoF Law

Introduced: 4 bills—Arkansas,
tana, New Mexico, New York.

Enacted: None.

An Arkansas bill, which would have
defined and prohibited the unauthorized
practice of law and law business, was
amended by the author to exempt CPAs
and preparation and filing of income tax
returns, and then killed. A Montana bill,
which would have included in the defini-
tion of practice of law representing others
before any Court of Record, judicial body,
referee, commissioner or other officer ap-
pointed to determine any question of law
or fact by any Court of Record and the
preparation of any legal instrument, con-
tract or document whatsoever, and would
have prescribed a penalty for practicing
law without a license, was reported favor-
ably, indefinitely postponed, and died in
the Senate. A New Mexico bill, which
would have included representing others
before any judicial, administrative, or ex-
ecutive tribunal in the definition of prac-
tice of law, was killed after a floor
amendment exempted CPAs from its pro-
visions. A New York Senate resolution,
which would have created a joint legis-
lative committee to investigate the unlaw-
ful practice of law by unlicensed persons,
including accountants, and to recommend
remedial legislation, died in committee.
MunicipAL AUDITING

Introduced: 13 bills—Delaware, Mary-
land, Minnesota, New Jersey, North

Carolina (4), Pennsylvania (2), Utah,
Vermont (2).

Enacted: 7 bills—Delaware, Maryland,
New Jersey, North Carolina(3), Ver-
mont.

The following bills have been enacted:
A Delaware bill requires the Delaware
Permanent Budget Commission to have
the accounts of each state board, commis-
sion or department audited annually by a
CPA beginning July 1, 1951 and appropri-
ates funds for this purpose; a Maryland
bill requires Town of Easton books to be
audited annually by a CPA appointed by
the Mayor and Council; a New Jersey bill

Mon-
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requires the Board of Education in every
school district to have an annual audit
made by a registered municipal account-
ant or a CPA and provides that three
years after eflective date such RMAs and
CPAs must have qualified as public school
accountants and hold registration licenses
issued annually by the State Board of
Public Accountants; three North Carolina
bills—one requires annual independent
audits of all accounts of the Town of
Black Mountain by qualified public ac-
countants, the second requires Board of
County Commissioners to have books of
Clay County audited annually by a CPA,
and the third provides that report issued
by a CPA as a result of annual audit of
accounts of any Superior Court Clerk
may be substituted for the annual report
required of the court clerk; a Vermont
bill requires the trustees of savings banks
and trust companies to have an audit
made of the corporation at least once in
six months by a committee of not less
than three of the trustees or a public ac-
countant approved by the commissioner
and provides that, upon request, a copy
of the report shall be made available to
the commissioner.

A Utah bill, which would have author-
ized the employment of one or more CPAs
in the office of the State Auditor, required
annual audits of certain Utah institutions,
commissions, and departments by the CPA
employees, and appropriated $25,000 for
this purpose, was reported without recom-
mendation, read the third time, and died
in the House. A Vermont bill, which
would have required the auditor of ac-
counts to audit the accounts of every
municipality at least once every four years,
authorized the employment of the neces-
sary public accountants, and permitted
the recognition of annual municipal aud-
its by CPAs, was reported unfavorably
and later killed in the House.

A Minnesota bill, which would have pro-
vided for the appointment of the public
examiner by a legislative committee in-
stead of the governor and changed the
qualification for the position from skilled
accountant to CPA, died in committee.

A Pennsylvania bill, which would au-
thorize commissioners by majority vote to

employ independent accountants to make
quadrennial audits of the accounts of
counties and to provide funds for this
purpose, has passed the Senate and is in
a House committee. Another Pennsylvania
bill, which would require the General
Assembly to employ CPAs to advise it on
the administration’s proposed budget for
the 1951-53 biennium and the fiscal status
of the Commonwealth and authorize the
appropriation of sufficient funds, is still
in committee.
OTHER
Introduced: 15 bills—Florida (3), Illi-
nois, Massachusetts, Michigan (2),
Missouri, New York, North Carolina
(2), Ohio, Texas, Utah, Wisconsin.
Enacted: 6 bills—Illinois, Missouri, New
York, Ohio, Texas, Wisconsin.

The following bills have been enacted:
An Illinois bill requires each agency au-
thorized to administer or interpret any
Ilinois statute to file with the Secretary
of State on or before July 1, 1952 a copy
of certain rules and regulations promul-
gated by it on or before the effective date
of the Act and provides that rules subse-
quently adopted shall become effective ten
days after date of filing; a Missouri bill
amends the existing regulatory law and
provides that board members shall receive
$10, instead of $5, for each day devoted
to the affairs of the board; a New York
bill requires biennial registration of CPAs,
fixes registration fees, and provides for
published lists of registered CPAs; a
North Carolina bill (sponsored by the
state CPA society) amends the existing
regulatory law, permits persons other than
North Carolina CPAs and registered PAs
to engage in the public practice of ac-
countancy and use the title “accountant,”
authorizes use of AIA examination and
grading services, provides that after July
1, 1955 new applicants for the CPA ex-
amination must have completed two years’
college or equivalent and a course of study
in accounting in a board-approved college
or school of accountancy or business ad-
ministration, and empowers board to adopt
rules of professional ethics and conduct;
a bill sponsored by the Texas Association
of Public Accountants, and opposed by
the state CPA society as originally intro-
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duced, was amended before enactment so
that, with one exception, the final version
contains the same provisions included in
a bill sponsored by the state CPA society.
It adds 4 PAs to the five-member CPA
board, provides that non-CPA board mem-
bers shall have the same authority and
duties as CPA Board members, except
for CPA examinations and the issuance of
CPA certificates, increases re-exam fee,
and provides that, within six months after
receiving grades and on payment of a fee,
unsuccessful CPA candidates may obtain'
copies of their answers and the official
answers to the examination questions. The
bill sponsored by the Texas Society of
CPAs did not contain the last provision.
Although the Wisconsin bill, as intro-
duced, would have provided that certain
rules adopted by state agencies would not
become effective or have the force of law
until approved by the governor, filed with
the Secretary of State, and published in
the official state paper, the provisions of
an Assembly substitute bill which became
law only apply to general codes adopted
by the State Department of Agriculture or
the State Board of Health.

A resolution passed by the Ohio House,

authorized a five-member committee to in-
vestigate the operations and activities of
state boards of examiners, including the
State Board of Accountancy, subpoena
witnesses, and report and make recom-
mendations to the House of Representa-
tives no later than May 1, 1951.

A Florida bill, which would have re-
quired each board, bureau, commission,
Institution, department or other branch of
the state government to file all rules and
regulations in effect during the preceding
calendar year with the Attorney General
on or before April 1 each year for presen-
tation to each legislature for adoption or
rejection, was passed by the House, but
failed to reach the Senate floor before
adjournment. A Massachusetts bill, which
would have established an administrative
court in the department of the state secre-
tary to hear appeals from decisions or
rulings of the Board of Registration of
CPAs and other boards, was referred to
the next annual session. A North Carolina
bill, which would have established a Tax
Court and provided that only attorneys

authorized to practice before the North
Carolina Supreme Court and accountants
authorized to practice before the Tax Court
could practice before it, was reported un-
favorably and died in the Senate.

The following bills died in committee:
A Florida bill would have created a three-
member State Board of Tax Consultants,
defined the term “tax consultant,” pro-
vided for the issuance of certificates as tax
consultants, and prohibited persons not
holding certificates from practicing as tax
consultants; another Florida bill would
have prohibjted the employment of at-
torneys by state officials, boards, bureaus,
agencies or commissions and provided for
representation by the Attorney General;
a Michigan bill would have created a
separate State Board of Registered Ac-
countancy and provided for the issuance
of certificates as registered accountants,
without examination, to qualifying public
accountants, public bookkeepers, and pub-
lic tax consultants who registered with
the board before January 1, 1952, and
thereafter, to eligible applicants who
passed an examination; another Michi-
gan bill would have established a State
Board of Public Bookkeepers, required all
persons, firms and corporations engaged
in public bookkeeping on enactment date
to register with the board before January
1, 1952, provided for the issuance of cer-
tificates as public bookkeepers to eligible
applicants who passed an examination,
and given the board discretionary author-
ity to waive the examination, not later
than the year 1952, in the case of qualify-
ing applicants who had been practicing
as public bookkeepers in Michigan for
more than two years prior to enactment.

Respectfully submitted,

~ Ravymonp D. WiLLARrD, Chairman
HermaN I. ARensoN  RoBert L. MILLER
Raymonp D. AsamaN J. SyoNor MITCHELL
Lroyp R. Bock Lee J. MugreN
Roy C. ComERr
Avustin H. GrRESHAM
C. V. HEIMBUCHER
James W. Hickey
ArTHUR W. KOELBEL
E. Woopy KuHLMAN
O. H. MascHEK

October 1, 1951

RusseL G. Rankin
R. E. RickBEIL
IrviN R. SQUIRES
E. EarLE TomLINS

WirLiam R. Winn

Joun A. Pevroux, Jr.

RaLpH J. WHITINGER



Report on Examination of Financial Statements

To THE MEMBERS OF THE
AMERICAN INSTITUTE OF ACCOUNTANTS
GENTLEMEN: We have examined the
balance-sheets at August 31, 1951, and the
related statements of income and expenses
and -fund transactions for the year then
ended of:
American Institute of Accountants,
American Institute Publishing Co.,
Inc.

American Institute of Accountants
Foundation, and

American Institute Benevolent Fund,
Inc.

Our examinations were made in accord-
ance with generally accepted auditing
standards, and accordingly included such
tests of the accounting records and such
other auditing procedures as we consid-
ered necessary in the circumstances.

Following past practice, the financial
statements include income from invest-
ments on a cash basis and inventories of
bulletins and pamphlets as prepaid ex-
penses only to the extent of the unrecov-
ered costs of bulletins and pamphlets for
sale.

In our opinion, the accompanying bal-
ance sheets and the related statements of
income and expenses and fund transac-
tions of the aforementioned organizations
present fairly their financial position at
August 31, 1951, and the results of their
operations for the year then ended, in
conformity with generally accepted ac-
counting principles applied on a basis con-
sistent with that of the preceding year.

Frankg, NortH, HAnNON & WitTHEY
October 3, 1951

American Institute Benevolent Fund, Inc.

Report of Board of Trustees

To THE AMERICAN INSTITUTE
BenevorLenTt Funp, Inc.

GENTLEMEN : During the fiscal year end-

ed August 31, 1951, the American Insti-
tute Benevolent Fund, Inc., received in the
form of contributions, income from invest-
ments, and interest on savings bank de-
posits, $15,401. During the year the fund
extended assistance to members of the
Institute in the amount of $5,450, and
expended $225 for stationery, printing,
postage, and general expenses.

Contributions to the fund this year were
$12,787, compared with $10,424 the previ-
ous year. The New Jersey Society of Cer-
tified Public Accountants sent in contribu-
tions to the fund in memory of five de-
ceased members of the Society. The prin-
cipal fund as of August 31, 1951, was
$90,515.

A statement of assets of the fund as of
August 31, 1951, and August 31, 1950, and
an analysis of the increases and decreases

84

of the principal fund during the fiscal
year are submitted as a supplement to this
report.

It is gratifying to report that assets of
the fund continue to increase. Contribu-
tions are currently in excess of expendi-
tures, though experience indicates that we
must be prepared to meet unforeseen de-
mands. With the increased number of
members of the Institute, a wider variety
of contingencies must be anticipated, and
we believe the fund should be kept large
enough to meet these increased responsi-
bilities.

Respectfully submitted,

C. OrLiver WELLINGTON, President
HaroLp R. CAFFYN, Treasurer
SamueL J. Broap

N. Lovarn, McLAREN

RoBerr H. MONTGOMERY

GEORGE S. OLIVE

Joun L. CARey, Secretary

September 15, 1951
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AMERICAN INSTITUTE OF ACCOUNTANTS

Comparative Balance Sheet
August 31, 1951, and 1950

Assets 1951

1950

GENERAL FUND (Note 1)

Cash et $ 77,980.13 $ 32,415.59
Accounts receivable 38,693.69 47,443.81
Moving, alteration and rental costs to be reimbursed by landlords ... —_ 6,672.61
Prepaid XPenSes .............cooooiiioiieeeeeeeeeeeeeeeee et 13,671.92 3,532.67

Investment in capital stock (100%) of American Institute Publish-
ing Co., Inc., at cost (Note 2) ...cooooiooieeoieeeee e, 5,000.00 —_
Furniture and equipment at nominal value ............................. 1.00 1.00
Due from American Institute Publishing Co., Inc.  .............cco....... 8,500.000 7,200.00
Due from endowment fund ... — 332.50
$143,846.74 $ 97,598.18

CONTINGENCY FUND (Note 1)
CaSh .ot $ 15,961.17 $ 5,071.84

Marketable securities, at cost (value based on market quotations
1951—$135,114.78; 1950—8133,219.88) ..o 134,038.83 134,038.83

Investment in capital stock (100%) of American Institute Publish-
ing Co., Inc., at cost (INOLE 2) .ooooiroiiiieeee e —_ 5,000.00
Due from general fund ... — 18,631.21
$150,000.00 $162,741.88

ENDOWMENT FUND

Cash ..o et bbb $ 86791 $ 285.06

Marketable securities, at cost (value based on market quotations
1951—$283,937.54; 1950—8258,034.38) ........ccooviiireieeeeeen, 232,880.81 227,576.32
Library books, furniture and equipment at nominal value ............... 1.00 1.00
$233,749.72 $227,862.38

BUSINESS INCOME RESEARCH FUND (Note 3) 1

$ 16,185.89

ELIJAH WATT SELLS SCHOLARSHIP FUND

Marketable securities, at cost (value based on market quotations

1951—$1,485.00; 1950—$1,597.50) $ 1,531.57
Due from general fund ... 223.31
T See notes on page 85. $ 1,757.54 $ 1,754.88




Liabilities and Funds 1951 1950
Liabilities:
Note payable to bank ... $ — $ 50,000.00
Accounts payable and accrued expenses ... .. 22,691.63 23,642.20
Employee deductions for taxes and savings bonds . 315.53 299.79
Due to Elijah Watt Sells scholarship fund ............. - 225.97 223.31
Due to contingency fund ... —_ 18,631.21

$ 23,233.13
Contributions for maintenance of Institute services to members, to

$ 92,796.51

be used in succeeding fiscal year ... 73,302.33 —
Dues paid in advance .................. .. 5,290.95 4,801.67
Income retained for working capital ... 42,020.33 —
$143,846.74 $ 97,598.18
Balance of fund ... JETT TSSOSO OSSR URU P UTUUR $150,000.00 $162,741.88
$150,000.00 $162,741.88

Liabilities:
Due to general fund ... $ _— $ 33250
Principal o 233,749.72 227,529.88
$233,749.72 $227,862.38
Balance of fund ... JET OO PP $ 4,765.58 $ 16,185.89
Principal ... ... A $ 1,112.50 $ 1,112.50
Unexpended INCOME ..ot it 645.04 642.38
$ 1,757.54 $ 1,754.88

87



88

Par value
or number
of shares

Bonds:
$68,500
14,500
15,000

5,500

Preferred
stocks:

100

140

Common

stocks:
200
300

Bonds:
$17,000
9,000
3,500
1,000
10,000

5,000
10,000

7,500

10,000

American Institute of Accountants Annual Reports

AMERICAN INSTITUTE OF ACCOUNTANTS
Schedule of Marketable Securities

August 31, 1951

CONTINGENCY FUND

Description

United States savings bonds, series G ..214%
United States Treasury bonds

Consolidated Edison Co. of N. Y. §5 ...
Pacific Gas and Electric Co., 6%, $25
par value

Guilf Oil Corporation $25 par
Otis Elevator Company, no par

Total contingency fund

Year of
Rate maturity

1958
1962/59

1971

1970

ENDOWMENT FUND

United States saving bonds, series G ..2%%
United States savings bonds, series G ..214%
United States savings bonds, series G .214,%
United States Treasury bond
Chicago, Milwaukee, St. Paul and Pa-
cific Railroad Co. general mortgage in-
come, series A
Macon Terminal Co. guaranteed first
mortgage, gold bonds
New York Central and Hudson River

Railroad Co., Lake Shore collateral ...3%%4%
Shawinigan Water and Power Co. first

mortgage and collateral trust
Southern Pacific Co., gold bonds

1953
1955
1958
1962/59
2019
1965
1998

1970
1981

Value based

on market
Cost quotations
$ 68,500.00 $ 64,869.50(a)
14,885.15 14,364.66
15,119.55 14,568.75
5,183.75 4,791.87
$103,688.45 $ 98,594.78
$ 10,510.00 $§ 10,787.50
4,764.90 4,620.00
$ 15,274.90 $§ 15,407.50
$ 5,564.34 $§ 10,350.00
9,511.14 10,762.50
§ 15,075.48 § 21,112.50
$134,038.83 $135,114.78
$ 17,000.00 $ 16,592.00(a)
9,000.00 8,703.00(a)
3,500.00 3,314.50(a)
1,026.57 990.66
9,975.00 7,300.00
5,400.00 5,175.00
6,982.50 6,237.50
7,122.50 6,534.38
9,083.75 9,462.50
$ 69,090.32

$ 64,309.54
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AMERICAN INSTITUTE OF ACCOUNTANTS
Schedule of Marketable Securities

Par value Value based
or number on market
of shares Description Cost quotations
Preferred
stocks: .
29 American Smelting and Refining Co.,
7%, $100 par value ... $ 488043 § 4,553.00
100 Consumers Power Company $4.50 ........ 10,383.18 10,987.50
100 P. Lorillard Co., 7%, $100 par value .... 16,907.05 15,300.00
15 Pacific Gas and Electric Co., 6%, $25
PAr Value ..o 510.53 495.00
157 United States Steel Corporation, 7%
cumulative, $100 par value ................ 21,886.53 22,922.00
$54,567.72  $54,257.50
Common
stocks:
200 Allied Chemical & Dye Corp., no par $ 7,951.75 $§ 14,975.00
100 American Tel. & Tel. Co., 100 par value . 16,147.26  16,112.50
110 Central Illinois Light Co., no par value 1,925.05 3,850.00
560 Consumers Power Co., no par value ... 8,910.95 18,620.00
200 General Electric Co., no par value ........ 7,155.29 11,925.00
100 General Motors Corp., $5 par value ..... 4,912.22 10,000.00
18 Guaranty Trust Co. of New York, $10
par value ..., 5,918.00 5,085.00
216 Gulf Oil Corp., $25 par value ........ 5,970.01 11,178.00
300 International Harvester Co., no par
VAIUE ..o 8,821.97 10,350.00
100 National City Bank of New York, $20
Par value ... 4,537.50 4,625.00
600 Northern States Power Co. (Minne-
sota) $5 par value ... 6,165.36 6,150.00
250 Ohio Oil Co., no par value .................... 12,716.74 14,000.00
430 Standard Qil Co. of New Jersey, $15
par value ... 11,367.43 30,100.00
400 Virginia Electric & Power Co., $10
Par value ... 6,723.24 8,400.00
$109,222.77 $165,370.50
Total endowment fund $232,880.81 $283,937.54
EL1JAH WATT SELLS SCHOLARSHIP FUND
Preferred
stock:

45 Pacific Gas & Electric Co., 6%, $25 par
VAIIE oo eeeseanens $ 153157 $ 1,485.00

SUMMARY OF TOTAL CONTINGENCY, ENDOWMENT, AND
ELIJAH WATT SELLS SCHOLARSHIP FUNDS
Bonds ..o $172,778.77 $162,904.32

Preferred stocks 71,374.19 71,150.00
Common stocks 124,298.25 186,483.00

Total investments $368,451.21 $420,537.32

(a) Current redemption value
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AMERICAN INSTITUTE OF ACCOUNTANTS
Comparative Statement of Income and Expenses
Years Ended August 31, 1951, and 1950

GENERAL FUND 1951 1950*
Income: -
Dues and reinstatement fees ...............ocoocooiiiiiiiiiie e $389,930.50 $352,983.75
Fees from state boards of accounting ............ ... 141,297.54 158,030.96
Services to American Institute Publishing Co., Inc. . ... 128,500.00 109,000.00
Profit on publications sold .................ccocovivinviinnn .. 82,895.38 105,295.62
Application fe€s ...............cococoiioieii e .. 2,850.00 2,550.00
Income from securities and interest on bank balances ................ 4,904.32 4,324.05
Contributions for expansion of Institute services to members ..... — 69,451.50
Income from endowment fund for library expenses ... 14,426.90 13,601.80
Contribution from American Institute of Accountants Foundation
for library eXpenses ... 3,473.30 3,195.09
Gain on sale of securities . . 31.01 63.55
Sundry INCOME ..o 2,142.74 2,988.48
Total income ..............cocccoevivvireneerinins $770,451.69 $821,484.80
Expenses:
Salaries and techmcal SEIVICES «..oveoeeeeeeeeeeeeeeeeeeeee e, $291,211.49 $248,847.83
Portion of dues covering subscriptions of members to The Journal
Of ACCOUNLANCY ... 50,856.25 44,571.25
Cost of publishing The CPA Magazine . . 13,179.19
Special reports to members ... 5 38,055.60
Permanent binders for members’ reports and membership lists ...  3,705.16 15,422.33
Board of Examiners—preparation and grading uniform CPA ex-
AMINALIONS  .ooveveeeceeeeeec ettt 113,394.87 131,041.37
Rent, electricity, insurance, and building service (less $12,000
charged to hhrary expenses) ............................................................ 60,231.40 62,568.60
Traveling .................... ettt 20,630.99 16,592.76
PENSIONS ... oo ettt 18,126.41 15,429.32
Stationery, printing and supplies ... 16,072.20 14,958.71
Postage and eXpressage ...........coocooooiirieecnnrieinnsinnier s 15,459.07 15,226.47
Annual, council and executive committee expenses ...................... 15,029.85 15,808.95
Technical and other committee €XPENSES ................coovvvverercrerrenians 12,875.89 13,271.42
Legal and audit fees:
ReGUIAT ... 9,439.17 8,058.13
Special ... .. 631107 12,013.70
Telephone and telegraph 6,548.38 6,234.17
Equipment purchased ... 6,880.87 10,763.76
Social security taxes ... v, 8,705.79 7,311.56
Advertising and announcements 3,025.74 3,378.39
Public relations—professional fees, printing, and sundry expenses 23,716.15 31,910.37
Contributions
Committee on Selection of Personnel ...............ccccoovvevvviiiiennnnn —_ 10,000.00
Business income research fund ... — 10,000.00
Library—salaries and other expenses .. .. 36,273.20 34,813.35
Moving and alteration .......................... . —_ 17,641.27
State society staff meetings ... 1,172.29 —
Other eXPENSES ............o.cccocoiiiioieieieceeeeee e 4,878.38 5,755.09
Total expenses ................cccccooeovevrrenn. $761,173.24 $802,853.59
Excess of income over expenses ................ccocoooveeveiieceeeeeen e $ 9,278.45 $ 18,631.21
Dividend from American Institute Publishing Co., Inc. ................ 20,000.00 —
Net income for fiscal Year ............ccocoovoiivviiiieieeeeeee e $ 29,278.45 $ 18,631.21

* Reclassified for comparative purposes.
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AMERICAN INSTITUTE OF ACCOUNTANTS
Comparative Statement of Income and Expenses
Years Ended August 31, 1951 and 1950
ENDOWMENT FUND 1951 1950*
Income:

Income from securities .......... ettt $ 14,216.23 $ 13,121.99
Sale of Accountants’ Index Supplements ... 779.32 1,004.69
14,995.55 14,126.68
Less—Custodian £E6S ............ccocoovvoiiivoeeoei et 568.65 524.88

Income transferred to general fund to be used for library expenses .§ 14,426.90

$ 13,601.80

ELIJAH WATT SELLS SCHOLARSHIP FUND

Income from SECUTItIes ... $ 64.80 $ 64.80
Less—Cost of medals for awards ..........cc..cooovineiiciicciiininie s 62.14 57.59
Excess of income OVET €XPENSeS ... $ 2.66 $ 7.21
*Reclassified for comparative purposes.
AMERICAN INSTITUTE PUBLISHING CO., INC.
Comparative Balance-Sheets
August 31, 1951 and 1950
Assets 1951 1950
Cash .o $ 43,594.98 $ 51,610.30

Marketable securities, at cost (United States Government securities,

market or redemption value 1951—$92,249.28; 1950—$§93,977.50) 94,994.38 94,994.38
Accounts receivable ... 3,954.54 5,886.35
Purchased interest on bonds ... — 350.29
Inventories:

Books, unbound sheets, paper stock and wrappers at cost or

nominal value ... 4,359.37 5,330.91
In-process expenses of The Journal of Accountancy ........................ 8,879.84 —

Prepaid @XPEnSes ............coocoiiiiiiiieiinieee e 200.00 200.00
Furniture and equipment ... 1.00 1.00
GoodWIIL ..o 14,699.08 14,699.08
$170,683.19 $173,072.31
Liabilities and Capital
Liabilities:

Due to American Institute of Accountants $ 8,500.00 $ 7,200.00

Accounts payable and accrued expenses ... 10,539.78 1,125.07

Taxes withheld from salaries ... 46.42 380.26

Provision for Federal and state taxes ............ccccooiiiicnninn, 3,434.26 12,200.00

$ 22,520.46 $ 20,905.33
Deferred income:

Subscriptions, advertising and other unearned income .................... $116,365.54 $106,453.89
Capital stock and surplus:

Capital stock—

Authorized and outstanding, 1,000 shares without par value ...$ 5,000.00 $ 5,000.00
Paidn SUTPYIS oooooooooeooooooeooeeee e § 1,375.00 $ 1,375.00
Earned surplus—

At beginning of Year ............c..ccooviiiincnenini e $ 39,338.09 $ 17,017.55

Net income for the fiscal year 6,084.10 22,320.54

$ 45,422.19 $ 39,338.09

Less—Dividend paid ............cc.ocoeerrnenice e 20,000.00 —

Balance, end of Year ... $ 25,422.19 $ 39,338.09

$170,683.19

$173,072.31
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AMERICAN INSTITUTE PUBLISHING CO., INC.
Schedule of Marketable Securities
August 31, 1951

Value based
Year of on market
Par value Description Rate maturity Cost quotations
Bonds:
$20,000 United States savings bonds, series G ...2%4% 1958 $20,000.00 $18,940.00(a)
74,000 United States Treasury bonds ... 214% 1962/59 74,994.38  73,309.28
Total investments $94,994.38 $92,249.28
(a) Current redemption value.
Comparative Statement of Income and Expenses
Years Ended August 31, 1951 and 1950
Income: 1950*
The Journal of Accountancy— .1_9_5_1_
Subseriptions earned,
Members of the American Institute of Accountants ........... $ 50,856.25 $ 44,571.25
Other subscribers 218,298.89 189,678.03
AdVETHSING ..o st 121,668.40 113,990.20
Sales of single copies, bound volumes, binding and other items  4,480.45 5,628.93
$395,303.99 $353,868.41
Less—Costs of paper, printing, postage and addressing ............ 119,489.76 103,819.20
Gross profit from magazine ............. $275,814.23 $250,049.21
Books—
SAIES .ottt s $ 11,661.58 $ 13,374.12
Cost of books sold and royalties ....................... .. 4,762.63 5,421.60
Gross profit from books ..................... $ 6,898.95 $ 7,952.52
Miscellaneous revenue—
Service sales and other items ... $ 8,898.02 $ 13,077.66
Interest on INVESLMENLS ..........ccoocoevemmveeeeeieeeseeceeeesesereereeeseenesnssaees 1,814.71 500.00
Total miscellaneous revenue ............. $ 10,712.73 $ 13,577.66
Total income ...........ccocooovvviiceereiena. $293,425.91 $271,579.39
Expenses:
Services charged by American Institute of Accountants ... $128,500.00 $109,000.00
Salaries and fees for technical services ..................... .. 91,807.07 79,633.12
Reprints ..........o.ccocooioiiieieeee 597.87 480.89
Advertising and promotion ........ .. 48,445.62 32,849.16
Postage and express ..............cc.ccocoevnnnni. .. 3,523.59 3,943.53
Equipment purchased .............. .. 1,156.74 2,111.05
Stationery, printing and supplies ... 2,934.76 4,141.95
Social security and excise taxes ... .. 401990 3,050.07
Telephone and telegraph ... 328.72 255.00
Other eXpenses ........cccccoevvveeeeeinenrean, .. 2,633.74 1,594.08
Total expenses ..............c.cccvreveverrerennnn. $283,948.01 $237,058.85
Net income before provision for taxes on income ... $ 9,477.90 $ 34,520.54
Provision for taxes on inCOMe ...............coccoooooiomeiiviieeiiieeeeeeeen. 3,393.80 12,200.00
Net income for fiscal Year ................cooooviieieeieeeeeeieeeeee e $ 6,084.10 $ 22.320.54

*Reclassified for comparative purposes,



American Institute of Accountants Foundation

Report of Board of Trustees
To THE AMERICAN INSTITUTE oF

AccountanTs FounpaTION

GENTLEMEN: Your board of trustees
has held two meetings since the annual
meeting in October, 1950.

Income from the Foundation, amounting
to $3,674, derived from interest on the
capital fund, has been contributed toward
the support of the Institute’s library as
in the past, with the exception of $201,
which has been paid in fees to the se-

curities custodian, and other expenses.

During the year $16,740 was received
in fees from the testing program. Expenses
of the special research project for the
fiscal year amount to $26,418, leaving an
unexpanded balance of $12,902, in the
special research fumd.

Respectfully submitted
for the board of trustees,
T. CoLEMAN ANDREWS, President

September 26, 1951

AMERICAN INSTITUTE OF ACCOUNTANTS FOUNDATION

Comparative Balance-Sheets

August 31, 1951 and 1950

FOUNDATION FUND

Assets 1951 1950

CaSH .ottt $ 98129 $ 83954

Marketable securities, at cost (value based on market quotations
1951—878,831.50; 1950—878,757.50) . ..occoooiiiiiiiieeeeee e 72,890.24 72,944.52
$73,871.53 $73,784.06

SPECIAL RESEARCH PROJECT FUND
(COMMITTEE ON SELECTION OF PERSONNEL)
Cash ..o s 12,902.36 21,079.86
$86,773.89 $94,863.92
Liabilities and Funds
Principal ... $73,871.53 $73,784.06
Unexpended balance of special research project fund ... 12,902.36 21,079.86
$86,773.89 $94,863.92
' FOUNDATION FUND
Statement of Changes in Fund
Year Ended August 31, 1951

Principal at September 1, 1950 ..............ccco.ooiiiiiiiiiii e $73,784.06
Contributions received ........................—— 142.23
$73,926.29
Less—Loss on sale of securities ... 54.76

Principal at August 31, 1951

$73,871.53
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AMERICAN INSTITUTE OF ACCOUNTANTS FOUNDATION
Comparative Statement of Income and Expenses
Years Ended August 31, 1951 and 1950

FOUNDATION FUND 1951 1950
Income from SECUTIHIES ..........cooooioviioieieieeieeieeeveee et $ 3,674.39 $ 3,392.36
Less—Custodian fEes ...............cc.ocoooiiiiiiieeeeeeee et 201.09 197.27

Contribution to American Institute of Accountants for library ex-
PEIISES ..ot eteteeiete sttt es e ra e sa et nen e $ 3,473.30 $ 3,195.09

SPECIAL RESEARCH PROJECT FUND
(COMMITTEE ON SELECTION OF PERSONNEL)

Income:
Contributions—
American Institute of Accountants ... e $ — $10,000.00
Other ....oooooooieeeeeeeeeeeeee e ... 1,500.00 —
Income from testing service—schools and firms ... 16,740.72 27,597.84
Sales of “Public Accounting as a Career” .................. — 22.26
Total income .........ccoooovvviviiiieiiiiin. $18,240.72 $37,620.10
Expenses:
Printing of bulletins and reprints.......................... — $ 124.98
Postage, printing, supplies and travel ... 581.10 498.54
Educational Records Bureau—
Payroll .. 16,986.99 22,477.53
Professional services ................ .. 1,677.00 1,668.00
Postage, supplies and travel ... 3,649.72 7,640.22
Printing of bulletins and reprints ... .. 1,523.49 1,221.69
RENE .ot 1,999.92 1,999.92
) Total expenses ..............cccocoovvviirnnnnn: $26,418.22 $35,630.88
Excess of expenses over income ................ciiiiiiiiinieieinnns $ 8,177.50 $ 1,989.22°
Unexpended balance of fund—beginning of year ............. ... 21,079.86 19,090.64
Unexpended balance of fund—end of year ...l $12,902.36 $21,079.86
*Excess of income over expenses.
Schedule of Marketable Securities
August 31, 1951
Par value Value based
or number Year of on market
of shares Description Rate maturity  Cost quotations
Bonds:
$ 3,000 United States savings bonds, series G ........... 2% 1953 $ 3,000.00 $ 2,928.00(a)
5,000 United States savings bonds, series G ............ 2%% 1955 5,000.00 4,835.00(a)
6,000 United States savings bonds, series G ........... 2%% 1959 6,000.00 5,682.00(a)
5,000 Illinois Central Railroad Co. and Chicago, St.
Louis and New Orleans Railroad Co., series
A, joint first refunding mortgage .................... 5 % 1963 4,525.00 5,381.25
5,000 New York Central & Hudson River Railroad
Co., Lake Shore collateral ... 3%% 1998 2,718.75 3,118.75
4,000 Shawinigan Water & Power Co., first mort-
gage and collateral trust ... 3%% 1970 3,985.00 3,485.00
10,000 Southern Pacific Co., gold bonds .................... 4% % 1981 8,863.75 9,462.50

$34,092.50 $34,892.50
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AMERICAN INSTITUTE OF ACCOUNTANTS FOUNDATION

Par value Value based
or number on market
of shares Description Cost quotations

Preferred stocks:
52 American Smelting & Refining Co., 7%, $100

par value ... $ 8,722.48 $ 8,164.00
50 P. Lorillard Co., 7%, $100 par value ........... 7,839.55 7,650.00
100  Pacific Gas & Electric Co., 6%, $25 first

preferred ... ST 3,403.50 3,300.00
70 United States Steel Corp., 7%, $100 par )

value, first preferred ... 9,376.49  10,220.00

29,342.02  29,334.00

Common stocks:

100 Kennecott Copper Corp., no par $ 3,241.00 $ 8,125.00

96 J. C. Penney Co., no par .........ccceccvvirns 6,214.72 6,480.00
$ 9,455.72 $14,605.00
Total investments ... $72,890.24 $78,831.50

(a) Current redemption value.

AMERICAN INSTITUTE BENEVOLENT FUND, INC.
Comparative Balance-Sheets

August 31, 1951, and 1950

Assets
1951 1950
CaSR oo $ 9,098.31 $ 9,194.71
Marketable securities, at cost {value based on market quotations 1951
—$79,851.08; 1950—870,741.75) ..o 81,416.96 71,806.37
$90,515.27 $81,001.08
Fund
Principal ....cocoooooiieice et $90,515.27 $81,001.08

Statement of Changes in Fund
Year Ended August 31, 1951

Principal at September 1, 1950 ..........ccccoooiiiiiiiiiee e $81,001.08
Excess of INcome OVEr EXPENSES .. ... 9,726.24

$90,727.32
Less—Loss on sale of investments ... ... 212.05

Principal at August 31, 1951 ... e $90,515.27
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AMERICAN INSTITUTE BENEVOLENT FUND, INC.

Comparative Statement of Income and Expenses

Years Ended August 31, 1951 and 1950

Income:
Contributions ... s $12,787.00 $10,424.00
Income from SECUIities ................c.cccoooiiiieiiieeeeeeeeeeee e 2,573.58 2,361.29
Interest on Savings 8CCOUNT ..............cccoceviviieiiierecce et 40.82 40.02
Total income ........o.ocoovvvvmircicee $15,401.40 $12,825.3¢
Expenses:
Assistance to MeEMDbBErs ... $ 5,450.00 $ 4,500.00
Stationery, printing and other expenses .................cccccoeveeiriieviens 225.16 247.81
Total exXpenses ............ccoomiiviniicrs, $ 5,675.16 $ 4,747.81
Excess of income over expenses transferred to principal ................. $ 9,726.24 $ 8,077.50
Schedule of Marketable Securities
August 31, 1951
Par value Value based
or number Year of on market
of shares Description Rate maturity Cost quotations
Bonds:
$26,000 United States savings bonds, series G ...214% 1958 $26,000.00 $24,654.00(a)
6,000 United States savings bonds, series G ...2%4% 1959 6,000.00  5,682.00(a)
10,000 United States savings bonds, series G .. 21%4% 1960 10,000.00 9,560.00 (a)
5,000 United States Treasury bonds ... 2% 1962/59 5,167.19 4,953.33
5,000 American Telephone & Telegraph Co.
debenture bonds ... 23,% 1971 5,056.25 4,856.25
5,000 Pacific Gas & Electric Co., first mort-
gage and refunding, series L ................. 3 % 1974 5,243.75 5,031.25
5,000 Shawinigan Water & Power Co., series J,
first mortgage and ‘collateral trust ............ 3%% 1970 4,712.50 4,356.25
$62,179.69 $59,093.08
Preferred stocks:
46 Safeway Stores, Inc., 4% cumulative, $100
par value ... $ 4,623.00 $ 4,531.00
35 United States Steel Corp., 7% cumulative,
$100 par value .........cccocooovierereiiineee $ 5,203.04 $ 5,110.00
$ 9,826.04 $ 9,641.00
Common stocks: '
80 Best Foods, Inc., $1 par value .................. $ 2,128.55 § 2,700.00
80 Cincinnati Gas & Electric Co., $8.50 par
VAIIE oo 2,319.77 3,020.00
100 National Biscuit Co., $10 par value ....... 3,070.13 3,325.00
37 Ohio Oil Co., no par ...........cooovevcecvvcrinne 1,892.78  2,072.00

Total investments ........

(a) Current redemption value.

$ 9,411.23 $11,117.00

$81,416.96 $79,851.08
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