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Membership is Our Life Blood

A variance of taking the Society to the members was made during the past
month, An atcempt at taking the Society to the “potential” members was made.
I'm speaking of the CPAs in the state who are not now members of the Kentucky
Society.

Kentucky CPAs number approximately twelve hundred and we can boast
of having most of them as members. T feel every President’s goal should be to
have 1009 of the CPAs in the state as members.

I requested Dr. William Ecton, chairman of the committee on Accounting
Research, to investigate the reasons for non-membership.

A questionnaire was mailed to the non-members and close to 50% re-
sponded. The results were not too surprising. It showed that practically all
eligible non-members were CPAs who were not engaged in public practice. The
Kentucky Society was never intended to be an organization of just practicing Certi-
fied Public Accountants, but of ALL Cercified Public Accountants.

One major reaction was that the Society’s programs were all geared to the
practicing CPA.  This is probably a valid complaint in many respects, but cer-
winly not one that the officers and directors have not discussed on many occasions.

Another frequent response was that Society activities are centered in Louis-
ville and the distance to travel poses too much of a problem. We now have
provisions for chapters throughout the state and successful developmenc of these
regional chapters should solve the distance problem. The responses received
indicated that 20 would join the Society should a chapter be formed in their area.

The officers and directors want all CPAs as members of the Kentucky So-
ciety. 1 urge all of you to encourage these potential members to join, and I
respectfully request any non-practicing CPA member to submit ideas and recom-
mendations for ways to help us conduct Society affairs for ALL members.

“A man who is contented with what he has done will never become famous for

what he will do.” Fred Estabrook

Required Continuing
Education Defeated In
State-Wide Balloting

A state-wide balloting of all CPAs
licensed by the Kentucky State Board
of Accountancy was conducted during
the period September 9-17 on the
question of required continuing edu-
cation.

The mailing and counting of ballots
was concrolled by members of the So-
ciety's Accounting Principles and
Auditing Procedures committee. Re-
sults of the balloting were as follows:

Number Per Cent

Total — Ballots mailed 1,194
Ballots in favor 301 36
Ballots opposed 524 62
No opinion 19 2

Total — Ballots returned 844 100
Percent of ballots returned — 71

At the September 21 meeting of the
Board of Directors, Bob Cornman,
chairman of the Ad Hoc committee on
Required Continuing Education, pre-
sented the results of the balloting to
the Board along with his committee’s
recommendation that the question of
any such program in Kentucky be
tabled for the present.

The Board of Directors approved
the committee’s recommendation and
charged the committee with the re-
sponsibility to continue monitoring the
progress of required continuing edu-
cation programs in other states.

16TH ANNUAL KENTUCKY
INSTITUTE ON FEDERAL
TAXATION

December 6-7-8, 1973
Galt House, Louisville
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New Members, AICPA

The following Society members
have recently been elected to mem-
bership in the American Institute of
CPAs: Thomas M. Jones, Fort Knox;
Douzglas P. Dean and Richard A.
Schwinbart, Louisville; Allan B. Kleet |
and Robert R. Robertson, Paducah;
James Crumz, 111, Pikeville; James A.
Bailer, Cincinnati, Ohio; and Jamzes E,
Nett, New Albany, Ind.

CPA desires financial manage-
ment position in Louisvile area
institute or industry. Experience
includes 7 years public and 3
years industry. Will consider
public with future partnership
opportunity. Reply to Box WW,
The Kentucky Accountant.

Accounting Principies And Auditing Procedures

Disclosure of Lease Commitments by Lessees

In June 1973 the Accounting Principles Board issued its Opinion No. 5l
concerning disclosure of lease commitments by lessees. This bulletin is effective
for all fiscal periods ending on or after December 31, 1973 and applies to all
lease agreements including those entered into prior to the issuance of the opinion,
The only leases which are not covered by this opinion are those which have
been capitalized in accordance with the Board’s Opinion No. 5, chose which apply
to natural resources and short-term leases which are defined as leases for a month
or less which are not expected to be renewed.

The opinion requires disclosure of the total rent expense reduced Dby any
rentals from subleases for each period for which an income statement is pre-
sented. Any contingent rentals should be reported separately from che basic or
minimum rentals. In addition, the minimum rental commitments under all
non-cancelable leases should be disclosed in the aggregate for: (a) each of the
five succeeding fiscal years, (b) each of the next three five-year periods, and (¢)
the remainder in a single amount. The above amounts should be reduced by any
related rentals from existing non-cancelable subleases and the amount thercof
should be disclosed.

The Board also requires disclosure of the following: (a) the basis for cl-
culating rental payments if dependent upon factors other than the lapse of time,
(b) existence and terms of renewal or purchase options, escalation clauses, e,
(¢) the nature and amount of related guarantees made or obligations assumed,
(d) restrictions on paying dividends, incurring additional debt, further leasing
etc, and (e) any other information necessary to assess the effect of lease com-
mitments.

The Board also commented that it believed disclosure of the present value
of lease commitments reported on a basis similar to the required information on
total non-cancelable leases mentioned above would be helpful in evaluating the
credit capacity of the lessee and in comparing the lessee’s financial position with
that of other entities using other means of financing to obtain the use of property.
If such information is presented, it is suggested that information on the imputed
interest rates used be provided as well as the present value of rentals applicable
to any existing non-cancelable subleases.

Society Award Winner Also Receives Sells Award

At the September 21 Awards Night Dinner Meeting, held at the Ramad
Inn/Bluegrass Convention Center, Society President-Elect David Chervenak pre.
sented the Society award for achieving the highest grades in passing all parts of
the May 1973 CPA examination on the firsc actempt to Joel E. Philhours.

Immediately following the presentation of the Society Award, Society mem-
ber Sam W. Lyverse, acting in his capacity as chairman of the AICPAs Board of
Examiners, presented Mr. Philhours with the Elijah Watt Sells Honorable Men-
tion Award. Only forty-nine such awards were presented for the May 1973 5
examination. '

/

/M. Philhours is a native of Arkansas and holds degrees from the Universiy

(/ of Missouri and Kansas State University. He received his accounting education

from the University of Kentucky, earning his Master’s degree in June 1973. He
is now associated with Price Waterhouse & Co. in Memphis, Tenn.

The honor attached to the award is especially significant when consideracion
is given to the number of candidates taking the examination. For the May 1973
examination 29,688 candidates completed a total of 106,524 papers.

“"ONE GOOD MAN!" To manage
the accounting and auditing de-
partment of fast-growing Lex-
ington CPA firm. Definite pari-
nership potential. Please send
resume to Box QQ, The Kentucky
Accountant.

Louisville CPA has computer
time available to process gener-
al ledgers, financial statements,
941A and W-2, accounts receiv-
able and other applications for
other CPAs. Call 502/585-2184.
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- 487 Attend September
- Awards Night Dinner

; Even with this large crowd, there
~was plenty of room for everyone as

~ the Seprember Awards Night Dinner

" Meeting was held on September 21 at
the spacious Ramada Inn/Bluegrass
" Convention Center in Louisville.

President Davil Swzg presided and
State Board President Jospeh P. Jones
introduced those persons who received
their certificates.  Also recognized
were 54 successful candidates from the
* May 1973 examination who must com-
~ plete their experience requirement be-
fore receiving their certificate.

Following the award ceremony,
highly entercaining talk was presented
by Mr. Somers H. White, a manage-
ment consultant from Phoenix, Ari-
2002,

Those who received their certificate
after executing the Qath of a Ken-
tucky CPA, administered by Deputy
Artorney General Martin Glazer, were:

By Examination

Joe H. Allen oo s Ashland
Gary K. Benson e Louisville
Randolph G. Brown .......cceeeens Louisville
Brocel - Butler .ooooooiioiiosionans Louisville
flames il Carney ..o Lexington
Stephen E. Carter ......ccooo.e. _Louisville
John A. Daniel ..... Lexington
Philip A. Fister ....... Louisville

Donald L. Frailie, II _..Lexington

(Eiy | S o) Lexington
Teroy: 1D, GOSSOML wocooovessenmensesenees Louisville
Brieails: Hotz ..ocociicommmiass Louisville
Stephen W. Kanouse ..........- _...Ashland
Richard A. Kerley . _Louisville
Edward P. Lynch, Jr. ..o Lonisville
Robert K. Martin ... <oe-o:Murray

Larry A, Orr coeoioes ,,,,, Mayfield
Joseph A. Peters Louisville

Gary N. Powell _............ _Louisville
1) TSR v A _Louisville
Gene A. Skiles ... _Louisville
Nancy Trent Stage -......ccoooeeeeeeees Louisville
Jerome Curtiss Stykes -.................Somerset
Arthur B. Thomson ............... Hopkinsville
Robert W. Tonini ... coooeeeLouisville
Jimmy L. Vance _....Louisville
Steven A. Wheeler .......... Bowling Green

By Waiver

James A. Bailer ................Cincinnati, Ohio

Robert J. Brandenburg -....ccoconeee. Louisville
Homer H. Burkett Lexington
illtem T Cash oo, Louisville
Marvin L. Fishman . ..................Louisville
Archur C. Giard ..coocveeoeeeeieeeeeee..Somerset
John D. List, IT ..—.ooococeeocceeenn..-Ashland
Robert Carl Measle ... Winchester
Larry L. Stebleton ... ...Lexington
Richard H. Stevens . _..Lexington

fEmes W, THEleh commi cmaminned Covington
e Tt cocommee s araensmn Louisviile

LEXINGTON AREA FIRST TO FORM CHAPTER, SOUTH
CENTRAL KENTUCKY MAY BE NEXT

History was made in Lexington on August 21, 1973 as approximately 40

Lexington area CPAs gathered at The Springs Motel and discussed the feasibility

of petitioning the Society’s Board of Directors for recognition as a chapter.
Guests at the meeting were Ken Bunger, chairman of the Society’s Commit-

tee on Chapter Activities, President-Elect David Chervenak and the Executive Di-

rector, Ben Graizer.

In the picture akove on the left, Ken Bunger explains to the group the pro-
visions of the Society’s chapter-operating procedures while Vic Messmer, this
year’s President of the Central Kentucky Association of CPAs, looks on.

After much discussion, the members of the Central Kentucky Association
voted unanimously to petition for chapter status and the application was com-

pleted and signed by all present. The
petition was approved by the Board of
Directors on September 21 and the
Bluegrass Chapter of the Kencucky
Society of CPAs became a reality.

Chapter officers are:  Chairman,
Victor C. Messmer, Jr.; Vice-Chair-
man,/Chairman-Elect, Annz Holt Mof-
fart; Treasurer, James B. Landrani;
and Secretary, Bobby E. Baldwin.

On August 28, the Executive Com-
mittee met in Bowling Green and later
joined the South Central Kentucky
area group for dinner and a discussion
of the possibility of their forming a
chapter.

Pictured above on the right is Jéuz
Smith, who serves as chairman, secre-
tary, treasurer and about everything
else for the South Central area group,
speaking to the members present while
Ken Bunger and Society President
David Sugg prepare to answer the
many questions that came later.

Nothing definite came from the
meeting and the group is scheduled to
meet again later this month to discuss
the matter further

The Committee on Chapter Activi-
ties has recommended the division of
Kentucky into  seven geographical
areas for chapter formation. The
committee members consist of one So-
ciety member from each of these areas.
Anyone interested in learning more
about the proposed chapter organiza-

Professional Development

Workshop on Corporate Income Tax
Returns — This is the last program of
the current vear planned by the Pro-
fessional Development Board. This is
a regional presentation which will be
conducted at Ramada Inn-Watterson
City on November 15 and 16.

The discussion leader for the work-
shop presentation is James Wheeler,
CPA, Associate Professor, Graduate
School of Business Administration,
University of Michigan, Ann Arbor.

A brochure on the workshop is en-
closed and while it does not provide
for other than cash payment with reg-
istration, members of the Kentucky
Society may register without payment
of the fee by noting on the registration
form the words "Bill me.”

There have been a number of
changes in corporation tax law regu-
lations and interpretations in the past
year, such as: “additions to tax regula-
tions,” “distribucion of stock of con-
trolled corporation - nonrecognition of
gain or loss,” “earnings and profits dis-
cribution,” “real estate disposition on
incorporation” and others.

tion should contact the Committee on
Chapter Activities through the Society
office.
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snound The State

Kenneth B. Ruby, formerly the Con-
troller for Qwenshoro-Daviess County
Hospiral, is now Controller for Com-
puter Services Incorporated in Pa-
ducah.

Bill Hindnian, who for many years
was with Coopers & Lybrand in Louis-
ville is now with their Los Angeles of-
fice and he recently received the Ly-
brand Silver Medal at the NAA
National Convention for his article in
the August issue of Management Ac-
counting entitled “Integrated MIS — A
Case Study.”

David B. Cox addressed the Louis-
ville chapter of the Planning Executive
Institute on QOctober 4 — his topic
“Tax Planning.”

At the September 18 meeting of the
Bluegrass Chapter of the NAA, Levis
D. McCullers spoke on “Social Meas-
urement and the Accountant.”

Joseph E. "Kelley” Alvarez, formerly
associated with Welenken Himmelfarb
& Co., Louisville, has accepted the
position as treasurer for Packaging
Service Corporation of Kentucky in
Louisville.

State Board News

The State Board of Accountancy met
on September 10 at the State Board
Office in Louisville. The Board can-
celled, for non-payment of permit fees,
the registration and permit to prac-
tice of the following individuals:
Certified Public Accountants

Robert D. Haun .......... Certificate No. 129
William A. Taylor ...... Certificate No. 891

Public Accountants

John A. Bramlage

_Regis. No. 483
Chester A. Huffines i

_.Regis. No. 375

Arthur C. Menne ............... Regis. No. 457
Edward W. Mueller ............ Regis. No. 475
J. M. Stauffer ......ecocceveo...Regis. No. 309

ACCOUNTANT — Southern Indi-
ana manufacturer has opening
for controller with heavy cost,
budget and general accounting
experience. CPA preferred. Must
have ability to communicate
with top management and mem-
bers of the financial community.
Salary to $20,000. Send written
resume to W. M. Llarkin, P. O.
Box 288, New Albany, Ind.
47150.

New Framework Proposed For Financial Statements

Basic objectives for financial statements to the public were proposed in the
report of a study group of financial executives, educators and accountants.

The study group, formed by the AICPA two years ago, was headed by
Robert M. Trueblood, CPA.

The report is the result of an exhaustive inquiry into the needs of financial
statement users. Scores of interviews were held with executives, financial editors,
government officials and consumer representatives. Hundreds of papers were
received from major institutional groups and individuals, and public hearings
were conducted.

The study group’s conclusions follow from a fundamental concept that the
basic objective of financial statements is to aid economic decision-making.

From this objective, the study group concludes that financial statemens
should:

Contain information for predicting, comparing, and evaluating the eun-
ing power of enterprises.
e Serve the needs of users who reply on such reports as their principal
source of information for economic decisions.

o Emphasize substance, not technical form.

o Reflect the ability of an enterprise to generate cash for its owners.
e Report both historical cosc and current values which differ significandy,
o Aid users in assessing risk.

e Separate information which is factual from information which s inter
pretive.
e Disclose assumptions and judgments which enter into preparation of the
statements.

e Group and segregate resources and obligations according to the relative
uncertainty of their realization or liquidation.

e Disclose the inherent imprecision resulting from the necessity to use
assumptions and estimates in many aspects of financial reporting.

The report states that since prediction is the essence of all economic decision:
making, financial statements should aid prediction. Information akout past
activities of an enterprise provide a base for assumptions about the fucure, but
changed circumstances that may make the past misleading or not useful for pre
diction should be indicated. The possible inclusion of forecasts in financial
statements, a subject of current controversy, depends on whether forecasts en-
hance users’ predictions.

Besides considering financial statements of corporations, the AICPA study
group considered the needs of decision-makers concerned with governmental and
not-for-profit organizations. The group concluded that the objectives of financial
statements for both kinds of organizations are similar in concept. In both in-
stances, the statements should aid decision-makers to predict the cost-benefir oue
comes of particular courses of action. The difference between the two classes of
organizations is that the measure of benefit for commercial entities is eventual
cash-flows, while for not-for-profit entities it is progress toward nonmonetary
goals.

Accordingly, financial statements of governmental and not-for-profic organi-
zations should quantify performance results in terms of their particular goals.

The study group suggests that financial statements should report on those
activities of an enterprise that affect society, can be measured, and are importnt
to the role of the enterprise in its social environment.

AICPA members may obtain a free copy of the complete report on request
Addicional copies will be available at a list price of $4.00, with usual member,
educational and quantity discounts.




