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COND KENTUCKY INSTITUTE ON ACCOUNTING

On Tuesday and Wednesday, May 15 and 16, 1951, the Society and the University
in presenting the
in professional education which was undertaken for the first time at Lexington a year
ago. The group in charge of planning and arrangements was headed by Robert D. ITaun,
chairman, Institute on Accounting Committee,
countants, College of Commerce, University
\ this vear to benefit from the technical sessions and fellowship gatherings

Kentucky Institute on Accounting, a project

Kentucky Society of Certified Public Ac-
of Kentucky, Lexington. More than 200

Notice: Bylaws Change Voted

The Rules of Professional Conduct, which
appear as Article XI of the Society’s bylaws,
lave been reviewed by a special committee
consisting of Cordon Ford, chairman of the
bylaws committee, William Cotton, chairman
‘{f the profe al ethies committee, L. C. ].
eager, secretary of the State Board of Ac-
r&lxl,ganlc)’v and Sam W, Tskew, chajrman of
R} reqllct(nn?nih_;.“ on professional ethics, As
i‘Dpr.mlw’i tw.r directors of the Society Thave
ik (_f“ Rt“\}.‘i::ﬂ ‘propﬁsed revisions of ﬂw
e l;l‘ __UT xfln(-h‘_urc' designed to bring
B i ?(}\I!mun um{'m‘_m:ty‘leon[.{ the sets
i Kt‘nid ‘]_l‘lllt‘.\ to which CPAs are subject
ﬂssiomlmc\"\' namely, (1) the Bll]{.‘s of Pro-
o Aclcn jonduct of the ;&mr?ﬂ_('-(m Institute
Ethi untants, (2) the Official Code of
~Hles of the State Board of Accountancy
BNG) the Sopisty ‘ - R el
1§ the Society’s Rules of Professional
Onduct, E
for e
" amending the

with prescribed procedure

Vi byvlaws, the proposed re-

81008 are 1yullis] i

i published herein so that all mem-
AV know + .

he "Otvi‘ know that these amendments will

: d upon at the annual meeting, which

5 EXpecte
try (I»E( t‘f] to be held at the Audubon Coun-
Y Club iy

1951, o Louisville on Monday, June 23,
Mittee’y :_n the [ull text of the special com-
ISsue of eport, sce pages 6 and 7 of this

q the Kentucky Accountant.
1€ proposed

PV the 100 amendments are approved
embers ot ;
Compleie bers at the annual meeting, the
1Sheg

A ooty oot : ity :
4 fortheoming issue of this bulletin.

Accounting Education

On April 19, 1951, ninety persons attended
the Society’s regular meeting of members to
hear three eminently qualified speakers: J. R.
Meany, CPA and head of the Accounting
Department at Bowling Green College of
Commerce; William Thompson, of the Uni-
versity of Louisville’s Department of Eco-
nomics and Commerce; and Robert 1. Haun,
CPA, of the University of Kentucky, College
of Commerce.

Meany outlined the accounting curriculum
of his institution, pointing out that forty
hours in accounting subjects were available
to those students who wanted to be thorough-
ly grounded in their chosen field. Thompson
reviewed U, of L.s courses, and stated that
they hoped to begin granting a master’s de-

gree in accounting in the near future. e
also described the internship program re-

cently initiated on an experimental basis by
the Society in co-operation with U. of L.,
and stated the experiment had been a suc-
cess from U, of L.s point of view.

Haun, who was accompanied to the meet-
ing by Wendell E. Beals and Russell S.
Grady of the University of Kentucky ac-
counting  stall, explained that accounting
courses in that university are a part of the
cwrrienlum of the College of Commerce, and
not  separately  designated departmental
courses,

The program was arranged, at the request
of J. B. Brown, chairman of the meetings
committee, by Robert T. Fitzpatrick, educa-

bylaw | et ; ; : ;
viaws, as revised, will be pub- . tion committee chairman, who introduced the

speakers.
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CPAs’ Services Exempt From
Price Control Regulations '

The services rendered by certified public
accountants are considered professional serv-
ices and are exempt from federal price regu-
lations, according to Harold Leventhal, Act-
ing Chief Counsel of the Office of Price
Stabilization.

Mr. Leventhal advised the American In-
stitute of this exemption in responsc to its
inquiry regarding the OPS’s position on the
status of certified public accountants under
price control.

Because of their professional standing, he
replied, CPA’s are not subject to the regula-
tions under Section 402 {e) (ii) of the De-
fense Production Act of 1950 and Section
14 (b) of the General Ceiling Price Regula-
tion.—AIA Newsletter

The President’s Message .

The Society’s fiscal year ends on Mgy
Although the entertainment L‘()mmiltéé‘
not vet completed arrangements  for
annual outing, we hope to be able g
nounce the date and place very soon, Wy
for your announcement and be sure g n? |
vour reservations early. ;.

g

Elsewhere in the issue you will find f,
notiee of a proposed revision of the Sogq
rules of professional conduct. The chy
proposed were drafted by a special cop
tee composed of William Cotton, ethics g
mittee chairman; Gordon Ford, bvlaws w
mittee chairman; Sam W, Eskew, chaip
of AIS’s ethics committee; and L, C"lﬁ
Yeager, sccretary of the State Board of &
countancy. The necessary amendments
set forth in the committee’s report, w ;
appears on pages 6 and 7 of this issue, Ty
report has been approved by the Board
Directors and will be submitted to the
bership by the bylaws committee at
anmual meeting. i

Several of the addresses which will i
given at our Institute on Accounting in
ington on May 15 and 16 will be repring
Taves—The Tax Magazine. Compliment
copies of the issue in which those addx
appear will be sent to all who attend |
institute,

Sam W. Eskew, as vour elected rep
sentative, and I as your president have
attended  the spring mecting of Counci
the American Institute of Accountants,
at Colorado Springs, Colorado, May T-
1951,  Although vou gave us no specific;
structions, we helieve that we expressed
viewpoint when we advocated the extens
of regulatory legislation, voted for appro
of the statement of principles on incon 1
practice (previously approved by the Ami
can Bar Association), and took other actiof
called for by the agenda. You will ree
4 more complete report of this import
session at our annual meeting.

Your committee on nominations for
rectors of the Society, with Waller Gio
as chairman, will soon meet to select a
of candidates to be presented at the ann
meeting. If you have any suggestions, p
submit them to a member of the comm
at once. Directors whose terms expire
year are: Charles W, Erskine, J. W
ITuss, Jess C. Paris, W. Kenneth  Simpste
and Kenneth W. Stringer. 4

Remember that the Southern States d
countants Conference will be held at T
Oldahoma, June 3-6, 1951. If you ha
made reservations for yourself and your
write to Roy F. Godlrey, president. 1120
National Building, Tulsa, Oklahoma. =
further information. :

W.K.S8
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CPA Examination Problems
In the winter edition of the South Dakota AROUND THE STATE
Certified Public Accountant, Henry E. Olson,
CPA, p]'z-"smted an  extremely interesting
3 > ® LOUIS E. ACKERSON and ROY

analysis of the problems given in CPA ex-
aminations from 1917 through 1950. Using
a series of six major classifications, he showed
the relative importance of cach, in order of
total point values assigned, during three his-
torical peviods:  1917-1939, 1940-1944, and
1945-1950. Here are several interesting con-
clusions drawn trom Olson’s article:

“Consolidated statements” have declined in
importance from second place to fifth place
in the six classifications.

“Cost” problems have advanced from fifth
to third place.

Problems involving “preparation of work-
sheets and  financial statements” have ad-
\fﬂpced from sixth place to second place.

‘Municipal accounting”™ was stressed in the
forties, remaining in first place throughout
the decade, and accounting for 17.1 per
cent of the total point values in the six years
ending December 31, 1950.

In the six-year period inclusive of 1945-
1950, “Federal income taxes”™ accounted for
13 per cent of total point values.

The World Calendar

: Since the American Institute of Accountants
n 1944 endorsed The World Calendar as a
very desirable improvement over the Gregor-
an calendar now in use, many certified public
dccomntants have become  acquainted  with
this proposal (o stabilize our present irregular
method of recording day-to-day  events by
adoption of o calendar similar in many re-
SPEcts to the present one, but better,

A fountain of information about the Warld
“iyllencl;\r is the headquarters of the non-profit
Blﬁi.d(i]-.,‘C"}"l-(»\m"l«]:' Association, : International
i I\"”"l‘”“'llllrth j\\'e_nn.c, New .Ym'lc 20,
OHJ‘n.:.Tm\-' . l;h(J Association publishes !‘hc‘
e i of Calendar Reform; the following

ation is taken from the fourth quarter,

'G‘,‘ issue of that publication:

mf”\]::(-' thkixuussed the subject of calendar

and o 4t o partners’ meeting last week

d ( decided we should encourage our peo-

Eatnt-t:()r ‘I.r-;u'n about its techniques and ad-

Citie; htl,.\.. Members of our stafls in various

Dl.nf(‘“,:“-"'i‘]t a4 great many business ;m_rl

2 u("‘lllil')j!'hl IlJP()plo and can thus assist in

"[CC‘]'l(]]!]‘_-'t]C p‘nbhc.él. B. McGladrey,

o IO Hansen, Dunn and C,T’(m'lpun;',
untants, Cedar Rapids, Iowa.

Grogay, Ay Tax Meeting

[n a lett, u
for i, letter received by the editor too late

ccu,,L”:,l(?:L,)”’ in the ]z}St issuc of the Kentucky

Al i b2 Waller Grogan, a member of the

(tii“,,'_\fﬂx committee, summarized the
(Continued on page 8)

MOSIHER are now associated as partners in
the firm of ACKERSON & MOSHER, Certi-
fied Public Accountants, Lincoln Bank Build-
ing, Louisville.

®* JAMES R. MEANY and CARL N.
KELLEY have formed a partnership under
the name of JAMES R. MEANY & AS-
SOCIATES, Certified Public Accountants,
with offices in the Grady Building, Bowling
Green.

® BELL and WALKER, Certified Public Ac-
coumtants  (JOHN L. BELL, TFRANK
WALKER) have moved to new oflices at
1002 Hoffman Building, Louisville.

o WELENKEN & MASTER, Certified Pub-
lic Accountants (HARRY WELENKEN,
VMOSES MASTER, CLARENCE WEBB),
have moved to suite 1901-05 Kentucky ITome
Life Building, Louisville.

® JAMES R. MEANY & ASSOCIATES have
andited the city of Scottsville, according to
the News of that city.

° BROWN & IMHOF, Certified Public Ac-
countants, recently completed a report on
the ¢ity of Leitchfield, the Gazefte reported
on March 15.

® The Russellville News-Democrat informs
us of an audit of that city, made by Izra
Jones, CPA (Temessee) of the firm of Os-
burn & Page, Nashville, Tennessee.

® | C. PARIS, CPA, has completed the 1950
audlit report of the cily of Lexington, accord-
ing to the Herald.

¢ CLINTON F. GARDINER, CPA, is ex-
amining the records of the Green Line,
which operates busses serving the city of
Covington, according to the Post of that city.
Gardiner’s findings were to be submitted to
the Stale Motor Transportation Division by
the Northern Kentucky Utilities  District,
composed of . . . “representatives of northern
Kentucky cities in a unified fight on utility
rates,”

@ The Corbin Tribune noted that JOHN W.
SWEENEY has received his CPA certificate,
and  the Henderson Gleaner and  Journal
commented upon the election of EVERETT
C. WOOD to membership in the American
Institute of Accountants.

® WALDMAN & LEVITAN, Certified Pub-
lic Accountants (MAX WALDMAN, IRVIN
L. LEVITAN, RAY L. GAYHEART,
CHARLES S, REICH, MELVIN R. YOUNG-
BLOOD) are doing business at the location
formerly occupied by Waldman, Levitan &
Wheeler, in the Marion E. Tavlor Building,
Louisville. CHARLES M. WIIEELER,
CPA, has opened his office in the IHeyburn
Building, Louisville.
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STATE BOARD OF ACCOUNTANCY OF KENTUCKY
J. O. Boswell, President; Albert Christen, Member; L. C. J. Yeager, Sec’y-Treas.

May CPA Examination

Fifty-five candidates are expected to sit for
the CPA examination on May 15, 16, and
17, 1951, ten of them for the first time.

The examination is being held again at
the Ilenry Clay Hotel, Louisville, The next
one will be given on November 7, 8, and
9, 1951. Deadline for applications is thirty
days before the examination.,

Enforcement Aectivities

The “classified” section (vellow pages) of
the telephone directory in each and every
Kentucky city served by such a directory
has been subjected to review by the Board,
and the secretary has corresponded  with
every licensee whose listing was not in ac-
cord with Board rules of ethics. All licensees
have notified the Board that they intend to
see that their listings are properly carried in
future issues of the respective directories.

In two cases involving the actions of un-
licensed persons who held themselves out
to the public as “accountants” during the
months of March and April, 1951, the Board
took prompt action which resulted in the
cessation of unlawful practice by the wun-
licensed  persons.

Board members are pleased to note that
the Kentucky Society of Certified Public Ac-
countants is considering a revision of its
rules of professional conduet which will bring
them into substantial conformity with exist-
ing rules of the Board, as well as with the
rules of ethies of the American Institute of
Accountants.

Accountancy Legislation

In a recent issue we referred on this page
to the progress of regulatory legislation in
other states. TFive regulatory bills were in-
troduced, in Connecticut, Massachusetts, New
York, Oklahoma, and Oregon. Each was
sponsored by its state CPA Society.

As we go to press, hearings are being held
on the Connecticut bhill, the Massachusetts
bill has been referred 1o the next annual
session, New York’s bill has heen defeated
(by a very close margin), and Oregon’s bill
has been passed by both houses.

A permissive bill, sponsored by the Kansas
Society of CPAs, has been enacted into law
and will become effective July 1, 1951. The
bill repeals present permissive law; creates
Board of Accountancy composed  of five

CPAs and an advisory council of not m
than five members, composed of the d
or faculty members of schoals of Dy
or business departments ol Kansas jng
tions of higher learning; includes educqy,
and experience requirements in the law; an
provides for issuance of annual Dermitg g
CPAs. House committee amendment e
i members of advisory council g

as residents and specifies that anny
permit fee may not exceed preseribed amoy,
($15). :

The Governor of New Mexico vetoed
bill, passed by both houses, which woulf.
have permitted a college graduate with |
major in accounting to take the CPA (g
RPA) examination without regard to
candidate’s experience in public accountiyy
The successful candidate’s certificate wguﬁ
have bheen withheld pending completion of
the experience requirement. A similar Idaly
bill was, we think unfortunately, enacted
into law. i

A number of bills were introduced in fhe
various state legislatures which sought to prg.
vide recognition of public accountants, Uﬁg‘;
fortunately, none of these bills were spo
sored by the respective state CPA societi
and all had serious defects which caused the:
societies to oppose them. TFor example, the
Ohio legislature last month held hearings o
a bill which would repeal the existing CPA
law, create a State Board of Accountang
composed of five CPAs or PAs, permit any
person to apply for PA registration with
one vear after its effective date and provi
for issuance of CPA certificates by wa
The italicized items clearly demonstrate w
the CPA society had to oppose the bill,
is to be hoped that in the future state CR
societies will take a more active part
framing  their own regulatory legislatio
Kentucky’s experience has shown that ad
auate and proper legislation, beneficial
CPAs. public accountants, and to the pub
can be provided if the state CPA  socielf
assumes leadership in the drafting of a regﬂﬁi
latory bill, |

Yeager Reappointment Favored

At a meeting of directors of the Kentuck)
Society of Certified Public Accountants
resolution, recommending to Governor Laws
rence Wetherby that he reappoint L.
Yeager to the State Board of Accountanty
when  Yeager’s three-year term  expires
June, was unanimously adopted.
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What Is “tax accounting™?

To the Editor of the Kentucky Accountant:

While reading Farle Fowler’s very interest-
ing article in the previous issue of the
Kentueky Accountant entitled “Deduction of
Supplies” Cost,” the thought occurred to us
that “things are getling worse instead of
better,” The gap between accounting prin-
gples and the interpretation of accounting
principles in the Internal Revenue Code is
widening instead of closing.

The gist of Mr. Fowler’s article was that if
the taxpayer has “paid or inewrred” any ex-
pense for supplies and materials, it appears
(according to several recent court decisions)
that the purchase price perhaps can and
should be deducted in the year “paid or
inewrred” whether the item has been used or
not (italics ours),

Without going into the merits of the par-
ticular cases involved, it should be obvious
to any public accountant that once again the
Internal Revenue Code, as here interpreted
by the Maryland District Court and the Tax
Cowrt, does not follow generally accepted
dccounting  principles, The principle of
matching costs with revenue and of allocating
expense and revenue to proper years is, we
believe, a very basic one. Yet the courts
many times cach year, because of the way in
“’hlcﬁ. the Internal Revenue Code is worded
?:Enwn]t]t[-’n’ violate this and other important
) Eem ! ‘(-u-r:‘c_pt(nd Yzlccountmg principles—
“ing (\e}E&nnnnnm what they so loos‘e]y call
cuc me.”  Now, were not l_)lmmug the

Urts.  After all, their job is to interpret the
\:;‘; tll]e way ‘1'[ is \\'rit-tcu—_uccordinglto the
e t]]f-tc.{]m-]l': read it. I[mveve:)r, it does

1 ‘-?\lh[( F ("Elcral income tax” could he
icome. | ed as "a tax based generally upon
letenm" but _mth maniy exceptions made in

nmg income,.

o le handling of such
dvance yp ]

: I items as rolnt paid in
: gain or loss on trade-ins, are
zgféos‘t\l_:\(‘ l‘Jﬁ' ]ilw exceptions.  In the lalter
most D“”_‘\tm d be willing to believe that
the i“CDr; ,K' accountants have c-cm[lormed to
DS wher (it E:Il.‘\. Lm‘ method u_[ ]l;md]{ng trade-
nd o \,‘L”"‘F'S to preparing audit reports,

i We come to the point, '
a“ﬂlll)t-ll“;‘(, it is important for all public
and e ‘\}-‘t”i remind themselves, every now
ilccnuﬂliﬁqn .tf‘“‘lncl' that generally accepted
0F modifi ‘])”“‘-'1}11_@5 are not to be changed
) cout decisions—cven Supreme

Cisions!-

B Dreparcd 1. —l‘dl‘!d that audited statements

ot Illv-'-'\ ndependent public accountants
Edugljg, it to reflect tavable income and
th 5. Any accountant who believes

& Decayge
o Cause |

e is enlitled to take a deduction

AX Totn
Teturn, that he should also present,

>
‘ o ADVICE AND SUGGESTIONS FROM OUR READERS e

the item as an expense in an audited income
statement, should think the matter through
again.

In all such cases where tax advantage vio-
lates accounting principles—whether it he
deductible item or deferrable item — we
should attempt to educate the client to the
difference between taxable income and in-
come as determined by generally accepted
accounting principles. Only by so doing can
we remain independent public accountants,
Otherwise, we become accountants determin-
ing income by court fiat, and then where is
our vaunted virtue of independence? Income
in the First District would probably be dif-
ferent from income in the Second District,
Our reports would have to state “according to
generally accepted principles of determining
income in the Second District on March 4
19511”

Independent public accountants are pri-
mzu‘il)' that, and not tax consultants to whom
the preparation of an income statement or
halance-sheet is the making of a schedule to
accompany a tax return. In our laudable
effort to find tax deductions or advantages for
our clients, and so to keep them satisfied, let
us not forget our primary responsibility as
Dn])]i(z accountants to present financial state-
ments which can be relied on as following
generally  accepled accounting  principles.

L. C. ]. YEAcER
Louisville

3

(Editor’s Note: This interesting cuestion
is further discussed in a reply by Mr. Fowler,
which begins on page 7 of this issue.)

Municipal Audit Legislation

The following have been enacted into law:
A MARYLAND hill requires Town of Faston
hooks to be audited annually by a CPA ap-
pointed by Mayor and Council;  three
NORTH CAROLINA Dbills —one requires
annual independent audits of all accounts of
Town of Black Mountain by qualified public
accountants, 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 andit of accounts of
any Superior Court Clerk may be substituted
for annual report required of the cowrt clerk.
A VERMONT hill, which would have re-
quired auditor of accounts to audit the ac-
counts of every municipality at least once
every four vears, authorized the emplovment
of necessary public accountants, and per-
mitted recoenition of annual municipal audits
by CPAs, was killed in the House,

—AIA Newsletter




6 The Kentucky Accountant, March-April, 1951

Proposed Revisions to Rules of Professional Condugy

Mr, W. Kenneth Simpson, President
Kentucky Society of

Certified Public Accountants
Louisville, Kentucky

Dear Sir:

We, the undersigned, members of a com-
mitlee appointed by you under date of
November 28, 1950, hereby recommend the
following amendments to the Rules of Pro-
fessional Conduct of the Kentucky Society of
Certified Public Accountants:

Section 4. It is recommended that the
word  “shall” as used in this section be
deleted, and the word “may” be inserted in
licu thercof.

It this amendment is approved, said Sec-
tion 4 will read as follows:

“In expressing an opinion on representa-
tions in financial statements which he has
examined, a member may be held guilty of

gross mnegligence or misconduct in  the
: : : s

practice of public accountancy if:

Section 4, Subsection (¢). It is recom-

mended that the word “grossly” he deleted,
and the word “materially” be inserted in
lien thercof.

If this amendment is approy ed, said Sub-
section {¢) of Section 4 will read as follows:

“He is materially negligent in the con-
duct of his examination or in making his
report thercon; or”

Section 5. It is recommended that Sec-
tion 5 be amended by deleting the words “or
by, deleting the period at the end of the
section and adding thereto a comma and the
following: “a member of the American Insti-
tute of Accountants, a member ol a similar
association in a foreign country, a certified
public accountant of a state or territory ol
the United States or the District of Columbia,
or a public accountant duly licensed by the
official accountancy board or commission of
a state or territory of the United States or
the District of Columbia.”  So that, when
i;m’d section is amended, it shall read as fol-
0wWs:

“A member shall not sign a report, nor
permit a record to be signed in his name,
purporting to express his opinion as to the
result of examination of financial state-
ments, or verify any other form of accoun-
tancy work, unless such statements or work
have been examined by him, a member or
employee of his firm, a member of the
American Institute of Accountants, a mem-
ber of a similar association in a foreign
country, a certified public acconntant of a
member of his immediate family owns or

the District of Columbia, or
countant duly licensed by the
countancy board or commission
or territory of the United Stay
District of Columbia.”

Dbublig
Officiq)
of 5
€S op

Section 9. It is recommended thati
tion 9 be amended by extending
sentence and by adding a second Sel'ft
so that the first two sentences of Socﬁ :
will read: 0§

“A member shall not advertise D
fessional attainments or services. Ny
ber shall advertise his practice on ki i T,
door or windows, letterheads, calling :
or reports by the use of words or p)
such as “Tax Service,” “Tax Congulgy,
‘Bockkeeping Service,” or any similur \v
or phrases which may imply that
members are not qualified to vendep
service.” [Revised April 19, 1951]

It is recommended that Section 9 be iy

amended by adding to Subsection (b)

following:

“The intent of this section is to limj
designation to the proper classi
‘Certified Public Accountants,’
fications as “Accountants,” "Audiling Ace
tants,” ‘Income Tax Accountants,

Tax Consultants, ‘Auditors,
and  Auditors,” or others than ‘Ce

Public Accountants’ serve only to conf
the public and hence are forbidden”

Section 11. It is recommended that |
tion 11 be amended by deleting the v
“any,” which appears as the fourteenth w
in said section, and substituting therefor §
word “an.” ']

Section 12. Tt is recommended that
tion 12 be amended by deleting the en
section and inserting in lieu thercof th
lowing:

“Section 12, A member shall not ex
his opinion on financial statements o
enterprise financed in whole or in |
by public distribution of securities, if
owns or is committed to acquire a fina
interest in the enterprise which s §
stantial either in relation to its capital
to his own personal fortune, or il a men
of his immediate family owns or is
mitted to acquire a similarly substa
interest in the enterprise. A member s
not express his opinion on fi
ments which are used as a 1
it he owns or is committed t
financial interest in the enterprise w
substantial either in relation to its ¢
or to his own personal fortune, or
member of his immediate family o

=7

tion,
s l-‘-t'l()!.'l.
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is committed to acquire a similarly sub-
stantial interest in the enterprise, unless in
his report he discloses such interest.”

Section 13, It is recommended that Sec-
tion 18 be amended by deleting the entire
section and substituting therefor the follow-
ing:

“Soction 13. A member shall not submit

a competitive bid for professional engage-

ments in Kentucky. A member shall not in

any other state, territory, or the District ol

Qolumbia, submit a bid for professional

services, if the submission ol such bid

would constitute a violation of any rule of
the recognized society of certified public
accountants or the official board of accoun-
tancy in such other state, territory, or dis-
trict, A competitive bid for professional
engagements is defined as: An offer made
to a person or organization not a regular

client to perform a specified service for a
~ specified sum, with the knowledge that a

similar offer is or offers are being solicited

“of another public accountant or other public

“accountants,  The fact that a member is

solicited to make an offer to perform a

service for a stipulated fee by a person or

" Org;}nization which is not already a client
o gimti;e lﬂt‘{]-'ll‘l}).tl‘ 50 so]1c_1ted is i_n_dicati\'c tlm_t
i 'shallmi)eo'(is are being solicited, and it
) incumbent upon the member to

=1"easm_mbly assure himsell to the contrary

by direct question to the solicitor hetore

?&?k}ng an offer to perform such service
a stipulated fee,”

ﬁ.(',Section 14, Tt is recommended that Sec-
“'.c.iim be amended by deleting the entire
. on and substituting therefor the follow-

g

st
Occﬁgﬁttljml 14. _‘\‘11101111)81' engaged 1'}1 any
3 typ‘e on in \\1111011 he renders service of
ﬂCCOimt-uC)(t)mm(J.]-!l'\ rendered by a public
e lillubi. 7::].)5(_‘1‘\{- the rules of pro-
ety ; (})n( nct promulgated by this so-
o m the conduct of that occupation.”
.Qlafl"teo 1(1‘1;11.1'!{%‘1'5 of the committee will be
changes, seuss with vou any of the proposed

Respectfully submitted,
S. W. Eskew
Gorpon Fonrp
{J\ C. ]. YEACER

Abpro A, Corron

7 \ ’ N 2 .

‘Qggﬁo:dugb"_um Board of Directors, after

forgy herej second sentence of Rule 9 as set

fﬁllted to llt,"(_m. “\Pl%t “I)! 1951, to he sub-
b 2 membershi . 5 .
Meeting 1, Ji. 1931.( rship at the Annual

EarLe B. FowLer

APDTO\'ed: Executive Secretary
I% SiMpsoy
LTesident

More Accounting and Taxes

Elsewhere in this issue Mr. L. C. J. Yeager,
a member and past president of our Society
and at present a member and secretary ol
the State Board of Accountancy, cauticns
members of the accounting profession to keep
in mind their <. . . primary responsibility as
public accountants to present financial state-
ments which can be relied on as following
generally accepted accounting principles.”

Mr. Yeager’s reminder is timely and ap-
propriate.  Whether we approve of the situa-
tion or not, the fact is that “taxable income”
and “income determined in accordance with
generally accepted accounting principles™ are
not always the same. We interpret M.
Yeager's position to be (1) that income per
audit report must be determined by applica-
tion of the aforesaid principles and (2) that
income subject to Federal income taxes must
be determined primarily by application of
the Federal income tax laws, With this
position we are heartily in accord,

Whenever such a distinetion is made, how-
ever, another interesting issue is raised, about
which there has been much discussion in
recent years, The question has been asked:
Since income subject to Federal income taxes
must be determined by application of the
Federal mcome tax laws, should a practitioner
of public accounting undertake such deter-
mination?

It is the personal opinion of the writer (but
not necessarily that of the Society, its officers
or directors, or of the publications committee)
that public accountants and certified pubiic
accountants are generally better qualilied to
prepare income tax returns than the average
non-lawyer, and that accountants generally
work with the “raw data” which must be put
into statement form before any lawyer under-
tukes to advise the client as to his income
tax Hability. The accountant therefore makes
the initial determination of what Mr. Yeager
calls “ . .. a tax based generally upon income,
but with many exceptions made in determin-
ing income.”

The accountant’s initial determination is
often also the final determination of the tax-
paver-client’s liability for Federal income
taxes— that is, for the purpose of filing the
income tax return. It is therefore the ac-
countant’s duty to familiarize himself with
the Federal income tax law to such an extent
that he can determine whether the exeeptions
to be made in determining income for tax

purposes—as distinguished from income ac-
cording to generally accepted  accounting

principles—are likely to result in substantial
dilferences between the two “income” figures
obtained, If “many exceptions” are present
in a particular case, it is obvious that “income
subject to Federal income taxes must be
determined primarily by application of the
Federal income tax laws.” Tt follows, logical-
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Iy, that in such circumstances the client
should seck legal counsel from an attorney
qualificdd te supplement. with legal advice,
the mathematical and financial determinations
and evaluations of the accountant.

It seems to this writer that Mr. Yeager has
provided a sound approach to the considera-
tion of lawyer-accountant co-operation in
service Lo taxpayer-clients, An extended dis-
cussion of this approach—which, incidentally,
imposes a heavy responsibility on the account-
ant—seems to he merited.

Eance B. Fowver: Louiscille

GROGAN AT TAX MEETING
(Continued {rom page 3)
activities of that committee at a meeting in
New York on Thursday and Friday, February
& and 9, 1951, which Grogan attended. His
summary follows:

“Twenty-two of the twenty-eight members
ol this committee and its subcommittees met
in New York Thursday morning at 10:00 am.
and adjourned that evening at 10:00 p.m.
and convened again on Friday at 9:00 am.
until 5:00 pan. The committee considered
primarily the adoption of certain recommenc-
ations wilh respect to changes in the Excess
Profits Tax Act of 1950 based upon either
omissions, inequities, hardships, ete.

Objectivity in Auditing
A review by F. C. Schneider, Jp,
SCIENTIFIC METHOD FOR AUDIT[N

By Lawrence L. Vance, Berkeley, Calify
University of California Press, 1950,

Fver so often all professions are subjeg
mild cases of indigestion occasioned by g
appearance of new ideas whose accepty
would upset accepted practices and progy
wres,  The profession ol public accountipg
no exception. As readers of the Joumgf,
Accountancy are well aware, the use of g
tistical devices in auditing has been diseyg
before. The author, however, goes bey
the exploratory stage and develops a
complete description of how statistical meg
ods can be used as tools in the auditing g
underlying papers such as canceled  chegy
sales invoices, and inventories. 1l

The emphasis of Mr. Vance’s expositig
directed to the selection of the audit sa
to be used in the test-checking proced,
and the interpretation of the results of
audit, The approach is wholly statistig
and, as the author points out, is an attemy
to inject into auditing procedure an objec
which is impossible under present methg
The author has done an excellent job
presenting an idea grounded in algebra g
caleulus without requiring any more math
matical equipment of the reader than simpl

“Mr. Thomas Green, chairman of the com-  algebra. f th
mitlee, became ill and could not attendrst) A large portion of the book is devoted| U
the meeting was presided over by Mr, Wal- giscussions of the difference between | ar
lace Jensen and Mr. Jack Seidman, who are  guatistical approach to test-checking and
chairmen respectively of two other subcom-  ommonly used by the profession today, Fi
mittees within the tax committee. Tt had  \ye]]l as the fact that the use of statist o
been contemplated that thesc recommend-  pethods is not an attempt to substitutel 6
ations would be submitted to Mr. Colin  yjolate rules for professional judgment, ti
Stamm, head of the joint congressional com-  yather to place in the hands of the account to
mittee for early consideration, but we received ;1 yvaluable professional tool, 56
on Iriday at noon in this meeting a telegram L
from the clerk of the committee that the On the whole, t]m: E.ll..lth()l' has (hn']e 4 S
hearings to begin on February 15 would be job of making an 1111t1a11 presentationif 01
limited strictly to matters relating to raising “EV approach to the audit procedure 0}‘ it
additional revenue without any changes in checking.  Ile has,_nnlderstandlably, @ruﬂd Ve
evtitine TS, i meet the many objections which might

. raised. The proposal made by Mr. Va

“The meeting of the tax committee in New certainly  deserves careful consideration in
Vork afforded a very enjovable association the profession, and the beok can be ree v
with some of the best tax men in the Insti- mended to anyone interested in new devel E
tute.” ments in auditing procedures. ¢
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