Volume 12, Number 2

i

; i 1 . 2 :':‘" ’ |

‘ el - ;‘.’V}/ :,f .,;V E

1.';. ‘1‘”._-;-' 4 ; 7 4 : 7:> ; ’

o 7 AIOL |

© s T Bl ‘1_ § i 5 TN ,,,‘. oo Tt i =2 = i_’ 3 .{) ‘
it b | Fi |
|

|

|

|

f

|

, e "1
'WWH“-@ ?’flfffwf,i,mm%“

Annual Meeting
June 21-23

Louisville




Published by
The Kentucky Society of
Certified Public Accountants
310 W. Liberty Street, Suite 604
Louisville, KY 40202
(502) 589-9239 (800) 292-1754
FAX (502) 581-1411

Dianna Ott, Editor

Bernard W. Gratzer
Executive Director

Michael B. Mountjoy
President

Olivia F. Kirtley
President-Elect

Franklin H. Farris Jr.
Vice President

Joseph A. Hancock
Secretary

James C. Sparrow
Treasurer

Directors

Term expires in 1990
JackT. Cloyd
Franklin H. Farris Jr.
Michael B. Mountjoy
Betty A. Pendergrass
James C. Sparrow

Term expires in 1991
Robert S. Cohen
Joseph A. Hancock
Olivia F. Kirtley
Kim L. Nelson
Charles E. Rutledge

Term expires in 1992
Windell W. Bowles
Harold R. Butler
James A. Fluty
Robert J. Hardy
Andrew J.Von Lehman

Directors from Chapters
Roger D. Johnson
Barren River
David R. O’'Bryan
Bluegrass
Michael R. Walters
Eastern Kentucky
J. Wesley Alford Jr.
Green River
Donald R. Shelton
Louisville Area

Hugh C. Pace
Northern Kentucky

Rebecca B. Myers
Southeast Kentucky

Bruce L. Hahn
West Kentucky

A Publication of the Kentucky Society of Certified Public Accountants
Volume 12, Number 2 March/April 1990

Governor’s revenue revitalization act
and amendments to accountancy statutes

top Society’s legislative ‘wish list’ 3
Re-examining the exam: Will the 1994

CPA exam be more balanced? 7
Practice management survey results

providing insights into how firms work 9
129 pass CPA examination in Kentucky 12
AICPA disagrees with Florida Bar Advisory

opinion 14
State tax note

Federal pension income exempt

from Kentucky income tax 1 5
Child Abuse — Check it! 15
People

Members in motion 16

Firms & firm changes 16

From the podium 1 7
Classified ads ~ 19
Quiality review: Just a walk in the park 20

THE BOTTOM LINE is published bimonthly for members of the Kentucky Society of Certified Public
Accountants. Deadline for publication is the first of the month prior to the publication date, for information
about advertising, contact Dianna Ott.




e

President’s message

Call your legislator!

by Michael B. Mountjoy

Legislation is the topic of the day, and
your State Board is involved. There are a
number of issues that are starting to take
shape in the 1990 General Assembly which
may have a profound effect on the profes-
sion. There are three items I want to
discuss. First, the State Board of Accoun-
tancy’s proposed legislation; second, the
proposed state tax changes; and third, the
Internal Revenue Code Section pertaining
to fiscal year end conformity.

State Board’s bill

First, let me update you on the State
Board’s legislation. The Society Board met
with the representatives of the State Board
to hammer out our final agreement on the
legislation. Our negotiations and discussions
with the State Board have brought us to an
agreement I believe will be beneficial to
the profession. The bill will include the
requirement for 150 hours of education for
certification after the year 2000. This was the
Society Board’s main legislative issue. The
other major items in the bill are the ability
of the SBA to require up to 40 hours of CPE
for those in public practice and 30 hours for
those in industry, and move into statute the
ability of the SBA to require a quality
enhancement review. We could not reach
an agreement with the State Board on
commissions and contingent fees. There-
fore, the State Board’s Code of Professional
Conduct will continue to prohibit accept-
ance of commissions and contingent fees by

regulation. We will keep you informed on
the status of this legislation as the session
continues.

Governor’s tax bill

We have reviewed the contents of the
Governor's bill, House Bill 543, and there
are some major concerns. First, the provi-
sion requiring sales tax on services. For
those of you in public practice, this will
require you to charge sales tax on all serv-
ices you provide. This could be costly to
your practice. There are substantial prob-
lems with this tax, and we will do what we
can to stop it. You should contact your state
legislator now and voice your opinion.

Another major issue is the so-called
conformity to the federal code. Conformity
in the Governor’s proposal is not conform-
ity. There have been no changes made to
the depreciation structure in Kentucky’s
tax law, therefore we still have substantial
differences in calculations for federal and
state returns. The Executive Committee and
Society Tax Committees are discussing how
we can be involved in making a proposal
which may be a viable alternative to the
Governor’s proposal, and hopefully we will
come up with something that will assist us
in reducing the complexity of the law, avoid
the problems of sales tax on services and
still provide the revenue needed for
education.

Fiscal year ends
The last item of discussion falls on
the federal side of our major legislative

concerns, the IRS Code requirements for
conformity of fiscal year ends. What if we
could change the rules and allow partner-
ships, S corporations, and PSCs to have year
ends during any month of the year? Why
not? This provision of the 1986 Internal
Revenue Code is possibly the most detri-
mental piece of legislation ever to be
effected on our profession. Why do we
stand by and let this happen? I believe we
have the ability to change this law. The law
is an arbitrary one-time revenue enhance-
ment. The issue is cash flow to the treasury,
not year ends. Your Board voted to support
the resolution from the Massachusetts
Society which asked the AICPA to become
involved in attempting to overturn this
legislation. This will not be an easy task,
but if the CPAs across this country have

an interest in changing this arbitrary law,

I think we can have some impact. We'll

talk more about this later.

KSCPA Annual Meeting

And finally, I encourage all of you to
register for the Kentucky Society’s Annual
Meeting to be held in Louisville June 21-23.
This is the first in-state annual meeting we
have had in 10 years, and there should be a
good turnout.

We will keep you informed of these
legislative matters as they continue to
unfold, and I look forward to seeing many
of you at the Annual Meeting in June.

'

Governor's Revenue Revitalization Act and amendments
to accountancy statutes top Society’s legislative ‘wish list’

As you read this, the 1990 regular session
of Kentucky’s legislature is past the halfway
mark. The Society is monitoring the pro-
gress of several bills, however, most of our
attention has by necessity been focused on
the two major pieces of legislation men-
tioned in this article’s headline.

Governor Wilkinson'’s tax bill, known as
his Revenue Revitalization Act, was intro-
duced on February 8 as House Bill 543. The
bill contains these basic revenue producing
measures:

* An increase in the tax on cigarettes

from 3 to 10 cents per pack.

» Elimination of the federal tax deduction
on the state return.

* An extension of our 5 percent sales tax to
certain professional services, including

“accounting, auditing, and bookkeeping
services,” which are defined in the bill
as “...a) tax return preparation and tax
and estate planning; b) preparation and
analysis of business reports and records;
and, c) financial planning.” Other CPA
services to be subject to the sales tax
would be “management and consulting
services,” and “computer services,” both
of which have very broad and all-encom-
passing definitions in the bill.

* A1 percent increase in the corporate tax

rates.

A provision to update Kentucky's tax code

to comply with the Internal Revenue

Code “in effect on December 31, 1989,
. but no provision is included to eliminate

the dual depreciation schedule problem.

However, the Society has raised this point
several times and we have been assured
that an amendment is forthcoming that
will eliminate the dual depreciation
schedules, at least for assets obtained
after January 1, 1990.
On February 16, Society President
Mike Mountjoy testified before the House
Appropriations and Revenue Committee on
the adverse effects of a sales tax on CPA
services. His major point was that a sales tax
on “accounting, auditing and bookkeeping”
services, including tax services, will impact
most heavily on small businesses which
must contract for these services. He also
mentioned the complexity of implement-

(continued on page 5)
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President-elect Olivia Kirtley (center) met
with AICPA President Phil Chenok (left) and
Chairman Chuck Kaiser (right) at the 1990
State Society Planning Conference.

Revenue Revitalization Act

(continued from page 3)

ing a new sales tax, supported by facts from

Florida when that state implemented a sales

tax on services several years ago.

The second major piece of legislation,
Senate Bill 290, makes several amendments
to our accountancy statute. This is the
legislation primarily developed by the State
Board of Accountancy, and contains many
housekeeping measures which the State
Board felt were necessary to clarify and
streamline certain sections of the accoun-
tancy statute.

Two major provisions in SB 290 are:

* Beginning with a first-time applicant
applying to sit for the CPA examination in
May 2000, the candidate must show that
he or she has completed 150 semester
hours of college-level credits, to include a
bachelor’s degree.

» The CPE requirement to renew the CPA
certificate and license to practice will
increase to 80 hours every two years for
licensees in practice and 60 hours every
two years for licensees not in public
practice.

Both of these provisions are in tune with
bylaw amendments passed by the AICPA in
January of 1988 and by the Society in July
1989, as part of the Plan to Restructure
Professional Standards.

The Society is implementing our legisla-
tive key-contact program in support of SB
290 and in opposition to the sales tax on
professional services.

If you wish to contact your legislator and
need assistance, contact the Society office.
To leave a message for your legislator in
support or opposition to a bill, call (800)

372-7181. %’
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Annual Meeting
June 21-23
Louisville

The Annual Meeting/Convention of
the Kentucky Society of Certified Public
Accountants will be held June 21-23,
1990, at the Galt House East, Louisville,
Kentucky. The Annual Meeting Commit-
tee, with the assistance of representatives
from the Industry and Government
Committee, is putting the finishing
touches on the program for this year’s
event. For this year only, there will be 1o
Industry and Government Conference.
The program will provide sessions
designed to appeal to all segments
of our membership.

Don't miss this opportunity to join
your fellow professionals. Bringing the
Annual Meeting/Convention back to
Kentucky will allow many members to
participate who have been unable to

before. Watch for the brochure and
mark your caléndars.

Highlights include:
Thursday, June 21
Technical Sessions — 8 hours of CPE
Reception — Museum of History and
Science
Friday, June 22
Technical Sessions — 4 hours of CPE
Annual Business Luncheon
Committee Day
Spouses tour — Lunch and Wakefield
Scearce Antique Gallery, Shelbyville
Dinner and Cruise on board the
River Queen
Saturday, June 23
Technical Sessions — 4 hours of CPE
Afternoon — Churchill Downs
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1-800-221-3023
AICPA
Professional Liability Insurance

Call today to Request a Quotation

In a business based on numbers, an
error or omission can have serious
consequences. A few miscalculations
and you could be facing the financial
nightmare of a liability suit. But even
more alarming is the possibility of
facing litigation, not from your actions,
but from your client’s. Incomplete or
inaccurate information, even if
supplied by your client, could inadver-

tently drag you into liability action age, defense costs, premiums geared
initiated by stockholders, investors, to the volume of your practice and
regulators or other third parties. And much more. It’s the only plan available
it's happening more and more. Even if  in all 50 states and continuously
you're innocent, you may have to offered since 1967. There's no cost for
prove it in court. the call and no obligation.

Now; quality, affordable protection is If you're practicing without AICPA

Just a phone call away. The AICPA Professional Liability Insurance, you're
Professional Liability Insurance Plan making a serious miscalculation.

offers you up to $5 million in cover-

Make your next call AICPA
1-800-221-3023

Or Write to:

Rollins Burdick Hunter
AICPA Plan Administrator
4870 Street Road
Trevose, PA 19049-0005




Re-examining the exam: will the

1994 CPA exam be more balanced?

Editor’s note: The Accounting Career
Opportunities Committee challenged
Student Members to enter a manuscript
competition again this year. The 1990
winner is a senior at Indiana University
Southeast in New Albany, Indiana (just
across the river from Louisville).

by Jobn H. Matzat

After years of debate, researching, and
restructuring the American Institute of
Certified Public Accountants (AICPA) has
changed the format for examining potential
candidates wishing to join the elite ranks
of the CPA. The AICPA’s new examination
promises to be more balanced in the testing
procedures and more representative of the
desires of a modern accounting profession.

The composition of the CPA examination
is of great concern to accounting students,
college educators, private firms, and to the
public accounting profession. Students
need to know what is expected of them in
order to further their careers in accounting.
Like graduating with a degree, achieving the
CPA certification is a milestone experience.
Dedicated educators would like to provide
pertinent information in a suitable learning
environment to aspiring accounting majors.
The educators’ goals are the enhancing of a
student’s potential, maintaining the account-
ing profession’s credibility, and the placing
of adequately prepared accountants in the
ranks of private businesses. Private firms
need to know that their employees’ desig-
nation of “CPA” is a continuing indi-
cation that company’s accounting needs,
whether in recordkeeping, financial
statement preparation, or internal or
external auditing procedures, are success-
fully being met. Public accounting firms
need reassurance that the CPA examination
is continually evaluating necessary skills of
accountants used in dealing with the busi-
ness demands of contemporary society.

History behind the changes

The revisions, which will begin with the
May 1994 examination, are the product of
years of forethought and testing. In 1980,
the AICPA board of directors authorized a
practice analysis study which was completed
in 1983 and presented in the Report of the
Practice Analysis Task Force. The examiners,
in their analysis of the present examination
for current test and measurement standards,
identified two areas. These two areas are:
1) Major work segment (WS) areas per-
formed by CPAs in the practice of public
accountancy.
Knowledge, skills, and abilities (KSAs)
needed to perform those work segments
by a CPA who has just reached the level
of responsibility for planning and

o
—

executing a public engagement.!

In 1983, the board of examiners con-
tinued the evaluation process by establish-
ing a task force. The KSAs were carefully
evaluated in each WS and an outline was
developed by the task force for a new ex-
amination. The structure and format of the
old examination was compared to these
new findings of what was considered to be
the essential needs of a practicing CPA. The
end result was the exposure draft that im-
plemented the changes proposed by the
task force in their two reports.

The next stage of development for the
examination was to obtain feedback from
the accounting profession. The opinions
of accountants and accounting associa-
tions were solicited in 1987 through pub-
lic meetings and written evaluations of the
AICPA’s Board of Examiners exposure draft
Proposed Changes in the Uniform CPA
Examination. Involved in the heated and
lively discussions held in August and Sep-
tember were the entire AICPA Board of
Examiners, members of the AICPA Examina-
tion staff, members of NASBA’s CPA Exami-
nation Review Board, and members from
other accounting associations and firms. In
total, 194 written responses were received.*

The examination of
1994 will be a more
balanced testing in-
strument than the
previous one.”

Changes that will be made in 1994

There are four major areas of change
that will occur on the 1994 examination.
The first of the changes has to do with the
redefining the major areas of examination.
The second major change concerns the
treatment of essay questions. The third
major change allows the use of calculators.
This change, along with the redefinition of
testing areas, leads to the fourth change,
shortening the examination period from
two and ane-half days to two days.? )

Redefinition of testing areas. The basis
of the first major change is combining the
current Accounting Theory and Accounting
Practice sections. The board then allocated
the remaining subject matter to two new
sections: 1) Accounting and Reporting-A,

which deals with financial accounting for
business entrerprises and 2) Accounting
and Reporting-B, which will cover taxation,
managerial, and governmental and not-for-
profit organizations.

The reasoning behind this portion of
change is that under the old testing format
as much as 60 percent of the material was
duplicated between the Accounting Theory
and the Accounting Practice sections. A very
high correlation existed for candidates
passing Theory and Practice (.91). The move
to restructure the contents into Accounting
and Reporting A & B will remove this
overlap.”

The remaining two sections will stay
the same in name but will change in other
respects. Section four — Business Law —
will be shortened from three and one-half
hours to two and one-half hours and will
include questions on business ethics and
professional liability. The most notable
change in the section on auditing is the
length of time to complete this section.
The time allowed on this section will be
increased from three and one-half hours
to four hours.”

Grading essay questions. The grading of
essay questions is the second major change
and perhaps the most controversial issue of
the new examination. Originally, the AICPA
board wanted to do away entirely with all
essay questions and go to an all-objective
format. However, due to outside pressures,
essay questions will be on the test, though
perhaps “shortened™ in length of answer.
The percentage of essay questions will drop
from 25 percent of the Auditing section to
20 percent and they will be graded for
writing skills as well as technical correct-
ness.’

Calculators and shortening of the
examination. The last two changes are
somewhat related. Calculators will be
allowed to be used and with a more
objective format and less duplication of
material, the examination period will be
shortened from two and one-half days to
two days.

Impact of the changes

The examination of 1994 will be a more
balanced testing instrument than the
previous one. The redefinition of testing
areas, the shortening of the test in some
areas and lengthening in others, the special
treatment of essay questions, and the-use of
calculators all indicate this.

Redefining the areas to be tested is
the major change of the exam. One of the
AICPA’s goals of the examination is validity
of content of the test. During its task force's

(continued on page 13)
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" Inthe complicated maze of tax shelters. .
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..there’s an overwhelmingly simple solution.

Fixed Rate
Tax-Deferred Annuities.

A Great Financial Services tax-deferred These reserves must, at all times, equal the
annuity is a safe, effective, low-risk way of withdrawal value (principal plus interest less
repositioning assets. early withdrawal fees, if any) of every annuity

account and these accounts are audited annu-
ally by the state insurance commissioner. Less
than 4% of all insurance companies are mem-
bers of the Legal Reserve System. We only
deal with these companies.

Tax-deferred annuities work well for
retirees who have accumulated funds and
don’t need current income. These annuities
also offer a way of accumulating funds for

A tax-deferred annuity:

*Defers state and federal income tax

*Pays competitive interest rates

+Actual yield is much higher than on
taxable instruments

*Provides unsurpassed safety

*Payments received are tax-favored

*Escapes probate :

+Absolutely no administrative fees or

retirement.
yearly charges Let us take just 25 minutes of your time to

Our annuities are backed by the Legal show you just how you can benefit your clients.
Reserve System. The Legal You'll be dealing with investment
Reserve System refers to the G T counselors concerned with giving
strict financial requirements that REA your clients the best return on
must be met by an insurance their money, not insurance
company to protect the money agents striving for high commis-
paid in by all policy holders. Fl‘ CIAL sions.

SERVICES

3810 Frankfort Avenue « P.O. Box 7428 « Louisville, Kentucky 40207 - (502)893-4446

A subsidiary of Great Financial Federal—Kentucky’s largest mutual savings and loan.




Practice management survey results

by Carlton D. Stolle, PHD, CPA
Texas AGM University and
Sarab A. Reed, PHD, CPA
Texas AGM University

The Kentucky Society of CPAs in 1989
sponsored participation of Kentucky public
accounting firms in a practice management
survey (PMS). The survey chosen, the
largest of its kind, had more than a decade
of use and was one in which Kentucky CPAs
participated several years earlier. The
Kentucky firms joining in the study com-
pleted a questionnaire this past spring.
Their input was combined with the input of
over three thousand other firms nationwide,
filling out a picture of this nation’s practice
units.

Firms which participated later received
areport, giving them a glimpse into the
operations of other firms. After studying the
results, these owners could “benchmark”
their own accounting practices. The PMS
captures firms’ financial data— not only
balance sheet and income data, but a
collage of information that is typically not
open to public view. Because of the
anonymity of the participants and the fact
that input is combined for hundreds of
firms of similar size, information about staff
salaries, policies, owners’ earnings, billing
rates, etc., are shared willingly.

The PMS helps owners answer common
questions like . . .

° Is my firm growing as it should?

* Are my billing rates competitive?

* Is my fringe benefit package for my
employees reasonable for the 1990’s?

We want to share a small part of the PMS

picture with readers of 7he Bottom Line.

Profiling the firms

The following tables highlight some of
the PMS results. In the tables, firms are
divided into two major categories: (1)
individual practitioner firms and (2) firms
with more than one owner. The latter,
multi-owner group is further divided into
small and large firms. The dividing line is
$900,000 in revenue; small firms having less
than $900,000 and large firms having more.
The firms are all local and regional practices.

Before the readers get too involved with
the data in the tables, we should point out
that the Kentucky results come from 39
participating firms, 13 in each of the three
classifications of firms. Because of this
limited number, readers should understand
that the results are probably not representa-
tive of Kentucky firms in general. For this
reason we chose to include in this report
data from the nationwide group of respon-
dents. The nationwide results do not change
much from one year to the next, but since
several thousand firms are included in the
survey results, the reader can get some
valuable reference points, although
regional trends are often lost.

The first part of Table 1 provides high-
lights of financial information which should

Table 1
Profile of Kentucky and the Nation’s
Public Accounting Firms

Providing insights into how firms work

be of general interest. For each category the
top row represents Kentucky results from
the 1989 PMS (reflecting 1988 operating
results) while the bottom row represents
nationwide PMS results from more than
3,000 practices. All sections of the country
are represented in the nation-wide results.

While there are a number of differences
in the financial results of Kentucky firms
vis-a-vis all the others, one item deserves
mention. If the reader looks at the column
for individual practitioners, one notices that
the net fees of the Kentucky respondents
were a healthy $237,086 while the net fees
of the nationwide group were far lower at
$165,997. However, the firm’s and the
owner’s net income were, respectively,
$45,810 and $63,960 for Kentucky and the
nationwide firms. Higher revenue but lower
income? Looking down the column of Table
Lstill farther, one notices the percent of
owner’s income to net fees is 19.3 percent
for the Kentucky firms and 38.5 percent for
all the others. Why the disparity for the
individual practitioners and which percent-
age is most commonly encountered? The
second part of the table, Firm Characteris-
tics, gives us part of the answer and other
places in the PMS report gives us the rest of
the answer.

The 13 Kentucky sole practitioners had
more personnel on the payroll: 6.1 people
compared to 3.4. While those staff per-

(continued on page 11)

Individual Multi-Owner Individual Multi-Owner
Practitioner ~ Small' Large? Practitioner ~ Small* Large®

Financial: n=1,686" n=1,059 n=595 Firm Characteristics: n=1686" n=1059 n=595
Total Assets* Number of Personnel

Kentucky: $109,077 $282,000 $757,615 Kentucky: 6.1 10.8 31.8

National: 70,003 189,518 920,439 National: 3.4 83 3.7
Total Liabilities® Charged Hours Per Firm:

Kentucky: $ 37923  $127,692  $351385 Kentucky: 7,983 13,924 39,199

National: 23,302 67,466 333,487 National: 4,062 10,432 39,384
Total Net Fees Days to Collect Billed Receivables

Kentucky: $237,086 $589,465 $1,743,408 Kentucky: 59 65 71

National: 165,997 451,702 2,044,608 National: 66 62 78
Firm Net Income S Net Fees Realized Per Professional Hour Charged

Kentucky: $ 45810  $234,186  $586,619 Kentucky: $ 30 $ 42 $ 44

National: 63,960 174,718 646,847 National: 41 42 S2
Net Income Per Owner LR e s .

Kentucky: $6810. 7o onory |, TEREE RGP DER000)

National: 63,960 68,784 118,605 SR il
= e ety 3 2 * National respondents
}L[,O was Tcomc Mot Fees o 5 ie ' Does not include real estate

! Qigf;:qul‘ %gi 4 2390 2? (6)/0 > Does not include real estate debt

THE BROTTOM | INE

_—

9




POP QUIZFORACCOUNTANTS... '

(Cover the answers . . . Don’t cheat!)

Q. If you have an investment with a 7% yield, free from Federal and Kentucky Income Taxes, and free from
Kentucky Intangibles Tax, how much yield is required to equal this on a fully taxable investment?

A. 10.38% (Assumes 28% Federal, 6% Kentucky Income and .25% Intangibles Tax.)
Formula: Yield / (1 = (FIT + (1 —FIT) (SIT) + Intangibles tax)

What investments are free from Federal and Kentucky Income Taxes and the Kentucky Intangibles Tax?

> &

Tax-exempt bonds issued by Kentucky and its political subdivisions and mutual funds holding these
bonds exclusively. \

How much money would be required to diversify my risk over 100 different bonds?

$500,000 in individual bonds. Or, about $2,500 in a mutual fund.

What is the sales charge for bonds and funds?

Usually 2%-4% on individual bonds; 4% and up for mutual funds.

e PL PO

What does a 4% sales charge do to a 7% yield if the investment is sold in one year?...Two
years? . . . Five years?

It reduces the yield to 3% (one year); 5% (two years); 6.20% (five years).

Are there mutual funds investing exclusively in Kentucky bonds?

There are three. The Churchill Fund, Flagship Fund and Dupree Mutual Funds (two series).

Are any of these no-load funds?

"

PO PO P

Only the Dupree Funds. The others have a 4% or greater load.

What else do | need to know?

Q. ,
A

DUPREE MUTUAL FUNDS

Kentucky Tax-Free Income Series

Nothing. Call Bill Griggs at 1-800-432-9518, or in Lexington, 254-7741.

Kentucky Tax-Free Short-to-Medium Series

800-432-9518 606-254-7741

167 W. Main Street / Lexington, KY 40507

Please request a prospectus and examine it carefully before investing.




oot

Practice management survey rESUItS (continuted from page 9)

sons in Kentucky had moderately more
charged hours per person, there was not
enough worker efficiency to erase the
following fact: In the Kentucky firms, pay-
roll costs (i.e., salaries for everyone except
owners) were taking almost 40 cents out of
every dollar earned, compared to 26 cents
nationally. Add to this the fact that billing
rates were lower than for the nation in
general, it becomes easy to see why the
percentage of each dollar earned is
lowered for the individual practitioner.
This same disparity did not exist in the
multi-owner firms, though. We generally
expect the percentage of fees left over for
the owners to be slightly below 40 percent
for firms of all classifications. This is a
benchmark the PMS has given us for many
years. The reported earnings of the profes-
sional staff and others employed by the
firms shown in Table 3 gives the annual W-2
compensation reported by the public
accounting firms.

Owners’ income in a public practice
Owners’ incomes always capture the
interest of readers. It is perhaps useful for
the public to see factual income figures in
order to quell the myths surrounding
incomes. The public, including our clients,
regularly aim too high when estimating the
CPA’s income. Hourly billing rates are
regularly and erroneously considered to
go directly into the CPA’s pocket, as some
forget other salaries to be paid and the

other operating costs to be borne. Knowing
the sources of firm revenues can aid in
controlling those costs.

Revenue sources of public accounting

Trends become apparent with time and
one ongoing change has been the sources
of fees. The attest function was originally the
purpose for this profession coming into
existence. The licensing of the first Certified
Public Accountant in New York allowed him
and those who followed to attest to the
representation made in companies’ finan-
cial statements. A generation ago audit-
ing services may have been the number
one fee producer, but not any more. While
the audit still is the sole domain of pub-
lic accounting, the demands of business
changed with time and the services of-
fered by the profession broadened as
Table 2 clearly shows. The revenue gen-
erated from audits continues to decline,
now providing a smaller, yet not insignifi-
cant, portion of the firm’s fees.

The range of services offered by public
accounting firms has expanded greatly
through the years. Tax services are now the
number one revenue producer in firms of
all sizes. Is this the inevitable result of
growing complexity and pervasiveness
of tax law? Many would says “yes.”

And In Conclusion . ..

The information we have presented is a
small portion of the information received

by firms participating in the PMS. The
reports come with little narrative, but
are packed full of facts and figures.

The real value of the survey data comes
when the user studies the information
carefully, comparing his or her own firm to
others. Few people who use the survey can
honestly state that they learned nothing
from it. In any firm we often find areas of
strength and areas of weakness. Oftentimes
these weaknesses were not apparent, but
once awareness comes, correction can
follow.

Like in any other business, the business of
public accounting demands a good manage-
ment team which is sensitive to the pulse of
the practice. And like in any other business,
if the practice does not thrive, it stagnates. A
public accounting practice must evolve just
as business evolves. Each practice is a
product of information, and depends on
information for its vitality. Taking the
guesswork out of knowing what is hap-
pening in public accounting firms is the
purpose of the Practice Management
Survey, and making better practice
managers is the result. i’

Editor’s note: If you would like to participate
in the next practice management survey, or
for more information about the 1989
survey, contact Linda Ritter at the Society

office.

Table 2 Table 3
Percentage of Net Fees Annual W-2 Compensation
by Source for Firm Personnel
Individual Multi-Owner Individual Multi-Owner
Practitioner ~ Small Large Practitioner ~ Small Large

Tax Services Professionals —

Kentucky: 50.2% 45.8% 42.1% Supervisors & Managers

National: 45.1 43.0 38.1 Kentucky: $40,570 $31,702 $37,495
Reviews & Compilations National: 34,249 34,116 43,351

Kentucky: ; 11.0 11.4 14.9 Seniors (4 to 5 years)

National: 17:3 18.3 19.6 Kentucky: $24,337 $25,207 $27,582
Write-Up & Data Processing National: 26,664 26,950 31,088

Kentucky: 15.1 15.7 11:3 Staff (0 to 3 years)

National: 19.3 15.6 10.8 Kentucky: $17,862 $19,999 $20,829
Audit Services National: 20,079 20,278 23,352

Kentucky: 11.9 175 19.8 Paraprofessionals —

National: 72 12.9 19.0 Kentucky: $14,070 $17,342 $16,330
Management Advisory National: 17,133 18,116 20,673

Kentucky: 6.5 6.0 10.5 Clerical and Non-Professionals —

National: 6.5 5.8 8.4 Kentucky: $14,017 $15,548 $16,802
Other Services National: 13,827 15,349 18,634

Kentucky: 53 3.6 1.4

National: 4.6 4.4 4.1
Totals 100.0% 100.0% 100.0%




129 pass CPA Examination in Kentucky

The Kentucky State Board of Accountancy has
released the names of the following persons who
successfully completed the Uniform CPA
Examination given in November. The successful
candidates will receive their CPA certificates upon
completion of the two year experience require-
ment, and will be recognized at the Society’s
Spring Awards Banquet on March 23.

Jeffrey L. Able, Louisville; Michael A. Alvey*,
Louisville; Joan Arlinghaus, Ft. Mitchell; Joseph
M. Baker*, Louisville; Sherry Y. Banta, Louisville;
Bradley A. Beard, Louisville; Todd A. Berger,
Louisville; Roger Bloyd, Louisville; Carol S.
Bogard, Murray; Kyoko Boggs**, Elizabethtown;

Jennifer V. Bowles, LaGrange; Brenda S.
Bowling, Louisville; Elizabeth K. Branham,
Pikeville; Shirley M. Buckner, Glasgow; Gary D.
Burress*, Louisville; Marcia J. Cammack,
Bardstown; Edward R. Campbell, Louisville;
Michael A. Carroll*, Louisville; Darla F. Carter,
Barbourville; Brent P. Chaney, Madisonville;
James E. Clayville, Frankfort; Richard J. Collins,
Lexington; Karen S. Curnutte, Lexington; Peggy
Curry, Louisville; Brian T. Dauvis, Louisville;
Della R. Deerfield, Grayson; Abbreial P.
Dudgeon, Custer; Sandra L. Duncan, Lexington.

Also, Kim E. Earnbart, Louisville; Robert D.
Edmonds, Ashland; Michael W, Edwards,
Louisville; Jennifer A. Elder, Louisville; Ann D.
Fallis, Lexington; Franklin Fletcher;, Warfield,;
Sheridan B. Forrest*, Louisville; Debra E. Francis,
Summer Shade; Jonathan L. Frey, Lexington;
Kevin L. Fuqua*, Crestwood; Veronica G.

Gilbert, Glasgow; Thomas C. Goins, Frankfort;
Ruth R. Goode, Harrodsburg; Nancy C. Gore,
Murray; Cynthia L. Greer;, Glasgow; Rachel P
Gulledge, Wilmore; Marybeth Guerrero,
Louisville; Sheri A. Hauser*, Louisville; Margaret
Hawkins, Paducah; Angela R. Head, Louisville;
Darrin L. Hines, Louisville; Kenneth K Hodge Jr,
Louisville; William M. Holcomb, Lexington;
Paula C. Hornback*, Lexington; Barbara S.
Huddleston, Louisville; Clayton R. Hume*,
Louisville; Michael . Hyland, Louisville; Stephen
E. Hyland, Louisville; James G. Ingram,
Cynthiana; Duane A. James*, Olive Hill; Judy A.
Jansen, Ft. Wright; Amy L. Jones, Lexington;
Gerard P Kauffmann, Louisville; Kimberly H.
Kulton, Louisville; Krystal D. Larmee, Louisville;
Wade C. Lawson, Richmond.

Also, Kimberly A. Libbert, Louisville; Gary C.
Lord, Louisville; Michael D. Lowery, Louisville;
Mark A. Loyd Jr*, Louisville; Thomas M. Lynch,
Louisville; Paula W, Lyons, Glasgow; Terri K.
McCain, Frankfort; Heidi S. McCreary, Louisville;
Sarahb J. McCubbin, Louisville; Robert T.
Mangeot*, Louisville; M. Sean Martin, Louisville;
Robin L. Martin, Harrodsburg; Gwendolyn L.
Matthews, Nicholasville; Brenda J. Mattingly,
Louisville; Bryan K Mattingly, Lexington; Rosa
Maya, Louisville; Gregory W. Meiners, Louisville;
David W, Miles, Lexington; Michael E. Moad,
Louisville; Yvonne P Morcz, Owensboro; Mary C.
Morrow, Louisville; Jobnny H. Mounts,
Lexington; Kevin W, Mullikin, New Castle.

Also, Anthony W, Mury; Louisville; Cheryl A.

f

GET SOLOMON IIl. POWER
- AT A CPA PRICE ¢

If you're a CPA in public practice or higher education, then
Solomon has an unbeatable deal for you! Fourteen modules,
including Fixed Assets and Address & Mail List Modules, for only

Napier; Chavies; Kimberly A. Nevels, Louisville;
Richard L. Oliver*, Winchester; Katherine L.
Parrish, Ft. Knox; Robert E. Ratterman, Louisville:
Glenn A. Record, High Point, NC; Matthew M.
Rickert, Louisville; Gregory M. Riebl, Louisville;
Alan C. Ross, Lexington; Michael J. Scales,
Lexington; Judy M. Scheetz, Louisville; Mark
Alan Schmitt, Burlington; Jeffrey M. Schoenfeld,
Burlington; Patrice L. Schroerlucke, Louisville;
Julie A. Scott*, Bowling Green; Shirley E Seabol,
Lexington; Don R. Sever, Lexington; Donna
Shanner, San Francisco, CA; Leslee A. Shelton,
Hopkinsville; Fred B. Shockley, 11, Villa Hills;
Gary P, Sipes, Louisville; Angela J. Smith,
Prospect; Patricia K. Tackett, Louisville; Cathy
Terry, Versailles; Beth A. Thomas, Louisville;
Sharon R. Thomas, Corydon; Harvey D.
Thompson*, Lexington; Jeff Tingle, Lexington;
Martha L. Turner, Sassafras; Jennifer C. Turpin,
Lexington; Linda M. Wentzel, Louisville; Brian J.
Wessel, Louisville; Laura L. Whiteside, Louisville;
Loretta R. Willits, Indianapolis, IN; Jacqueline F.
Wilson, Henderson; Melissa M. Wilson,
Louisville; Melissa Wines, Lexington; Don K
Winslow, Nicholasville; Anna M. Woods?*,
Mayfield; Amy S. Wright*, Louisville; and David
R Wyatt, Murray. ?

*Candidates who passed all parts of the
exam on their first attempt.
**Received highest grades in Kentucky.

/
$795 - a savings of more than 90 percent from the retail price!

;
i A/
, This special offer gives Solomon the opportunity to thank you, the practicing

CPA, for your contribution to our business, while giving you a chance to get to know
Solomon at the most affordable price we can offer.

We're also confident that once you use Solomon Ill, you will recommend it to your clients as
the obvious choice for all their accounting needs.

Please contact the Authorized Solomon dealer listed below for more information on Solomon IlIl Power
At a CPA Price!

Many Authorized Solomon Dealers offer Up-to-Speed With
Solomon Il - a two-day, hands-on seminar designed to get you
“up-to-speed” with Solomon Ill as quickly as possible. This
case study course will provide you with the necessary
background to successfully install and implement Solomon’s
General Ledger, Accounts Payable and Accounts Receivable
modules for both you and your clients. For more information
® about upcoming Up-to-Speed With Solomon III classes, call:

CBM Computer Center

Leslie Dodd
Lexington, KY (606) 277-6834




RE'exa m i n i n g t h e exa m (continued from page 7)

evaluation period. The question that was
asked practicing CPAs was: “To what extent
need this KSA be understood by a CPA who
just reaches the level of responsibility for
planning and executing a professional
agreement?’” All together 229 KSAs in seven
major categories were evaluated and the
tabulation of the answers have resulted in
the changes in the new exam. In other
words, what does the accounting profes-
sion consider to be important skills for an
accountant who is past the initial learning
stages and is ready to perform professional
level work without extensive supervision

is tested. The standards of this test have
evolved from the perceptions of compe-
tence from those who have already proven
themselves competent.

Although the CPA
exam is touted to be
the best of any profes-
sional examination

in the United States,
there is an on-going
effort to maintain that
distinction and not
rest on past laurels.”

One major change is the lengthening of
the auditing section. This change is a direct
result of the ratings this particular section’s
KSAs received.® The auditing function of the
CPA firm is increasing in importance and
the 1994 exam will properly reflect this
emphasis by increasing the scope of its
testing from three and one-half hours to
four hours. Accountants, in order to exer-
cise “due care” in the performance of
their independent auditing duties, need
to be more aware of proper auditing
techniques. Also, auditing will become a
specialty for some accounting firms and
new CPAs should have increased skills
in the auditing function.

Another major change concerns the
shortening of the Business Law section. The
Business Law section is to be decreased
from three and one-half hours to two and
one-half hours. The task force of the board
of examiners of the AICPA found in their
testing of KSAs that 98 percent of all KSAs
associated with Business Law were found in
the bottom half of the rankings. However,
the task force felt that since these skills were
needed in at least one work segment (WS)
the exam would still cover them.

The most controversial subject for the
changes in the 1994 examination concerned
treatment of essay questions.” The board of
examiners wanted to eliminate essay ques-
tions entirely and go to an all-objective for-
mat. As early as 1977, The board felt the
best interests of the AICPA, who bears the
cost and responsibility of administering
the exam, best lie in the all-objective type
of format. However, this decision was con-
tested on all fronts, most notably by the
National State Board of Accountancy and
the American Accounting Association. The
projected format of the 1994 exam, with the
amount of essays being reduced from 25
percent to 20 percent of the exam and being
described as “short essay” but being graded
for content, reflect a compromise decision
by the AICPA."®

An overwhelming number of profession-
als that commented on the need of writing
skills placed them above the technical skills
needed by a CPA. One leading educator
addressing the proposals of the AICPA
wrote:

The CPA must be able to grasp the
problem at band, identify relevant
data, set aside the extraneotis,
develop pertinent financial informa-
tion and clearly communicate the
results in writing. The essay questions
on the exam successfully simulate this
process, which is a way of life in CPA
practice."

The AICPA, among other goals and
purposes for eliminating essay questions,
intended to test what they considered skills
unique to the accounting profession.
Writing skills were felt to be central to all
professions and thereby should not be an
objective of the CPA examination.”* However,
while the skill of writing itself is a general
skill, the answering of essay questions as
opposed to objective questions encompas-
ses more than just writing. The complete
direction of the question must be ascer-
tained before any answer can be formulat-
ed. Then accounting terms must be laced
together in rational accounting thought
and presented in an understandable fashion

to the reader. This is a more demanding
procedure than just giving an objective
answer. The inclusion of well thought-out
questions that are integrative in nature with
multiple aspects of accounting should be
part of a well-rounded examination for a
CPA.

The use of calculators on the 1994 CPA
examination is another change that will lead
to a more balanced examination. Calculator
proficiency 7s a skill of accountants: that skill
should be included in the testing proce-
dures. Not many professionals take paper
and pencil to figure out the average
calculations needed to be made by CPAs.
Indeed, if anything, the trend leans toward
more mechanical emphasis, ie., com-
puterized computations.

Conclusion

The 1994 CPA examination will be more
balanced and thorough and will test skills
and auributes that are in demand in the
public accounting profession. Extensive
research by the AICPA and professional
comments on the AICPA’s Board of Examin-
ers exposure draft Proposed Changes in the
Uniform CPA Examination have produced
major changes in the examination format
to be used in 1994. The changes made will
result in less duplicate testing, more critical
testing of candidates for level of professional
competence, and a shorter examination
period.

It is apparent that the AICPA goes to great
lengths to insure the validity and integrity
of the CPA examination. Although the CPA
exam is touted to be the best of any profes-
sional examination in the United States,
there is an on-going effort to maintain that
distinction and not rest on past laurels. In
our competitive and evolving business
world, the key to success rests in this
attitude of flexibility and constant improve-
ment — the trademark of a certified public
accountant. ﬁ'

' “Proposed Changes in the Uniform Examination,”
Journal of Accountancy (July 1987): 132-38.

* Robert H. Mills. “Proposed Changes in the Uniform
Examination,” 7he CPA Journal (April 1988): 38-43.

* Linda Benz, “Changes Coming in the CPA Exam,” 7he
Bottom Line 11 (August/September 1989): 12.

* “Proposed Changes . ... Journal of Accountancy, 134.

* Mills, 38.

*Benz, 12.

" “Proposed changes . .., Journal of Accountancy, 136.

* “Proposed change " Journal of Accountancy, 136.

? “Proposed changes . .. ,” Journal of Accountancy, 136.

' Benz, 12.

" Virginia L. Flintall, “Should Essay Questions Be
Eliminated From The CPA Exam,” The CPA Joumal
(June 1987): 18-24.

2 Quotation by Ray M. Sommerfield, Accounting
Education News (March 1987) taken from 7he CPA
Journal (July 1987): 18.
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AICPA disagrees with
Florida Bar Advisory Opinion

by Steve Kerrick, CPA,
Carpenter & Mountjoy, Louisville

Recently, through an advisory opinion
developed by the Florida Bar’s Standing
Committee on the Unauthorized Practice of
Law, certified public accountants, and other
nonlawyers would be prohibited from
performing certain types of pension work.
The advisory opinion submitted by this
committee to the Florida Supreme Court

would prohibit CPAs from drafting summary

plan descriptions, advising employers as to
which options may be most suitable for the
employer, drafting plan documents at the
request of the employer for review by the
employer’s legal counsel, and giving advice
on the consequences or effects of tax laws
on pension plans. In addition, it would
prohibit certain procedures CPAs or other
nonlawyers perform with respect to
termination of the plan. If the Florida
Supreme Court agrees with this advisory

opinion, these aspects of employee benefit
practices may only be performed by
licensed lawyers.

In a brief filed by the American Institute
of CPAs, the AICPA argued the position on
the side of the CPAs in Florida. The brief
indicated the proposed opinion would seek

... the AICPA argued
the position on the
side of the CPAs in
Florida.”

to regulate conduct specifically allowable by
the federal statute and by federally issued
rules of practice before the Internal Rev-
enue Service. This information states the
advisory opinion does not fairly describe
the bounds of the CPA’s authority to practice
before the IRS. This brief emphasizes the
CPA examination and educational require-
ments for CPAs. In addition, the advisory
opinion would not properly serve the
people of Florida as it would fail to recog-
nize the qualifications of independent CPAs.

The Cooperation with Bankers, Lawyers
and Other Users of Financial Statements
Committee is not aware at this time of any
challenges against CPAs in Kentucky for the
unauthorized practice of law in the pension
area. However, should you become aware
of such matters, or should you desire to
review the Florida Bar’s Advisory Opinion
and the AICPA’s response, please contact the
Society office. ﬁ’

he bank that

means business.

In this day and time, how many bankers give you their
undivided attention? Do you feel like you actually have your
own banker, dedicated to your personal and corporate
banking needs?

At Stock Yards Bank, your banker knows your business. You
deal with a professional banker who'’s accustomed to giving

one-on-one service.
L7 Stock Yards Bank
b 'q ano Trust Company

Countless Louisville
business people come to

. 1040 EAST MAIN STREET
us. They find a bank that 214 SOUTH FIFTH STREET
means business. Member FDIC
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State tax note
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Federal pension income exempt from Kentucky income tax

by Susan W. Stauffer, CPA
Individual Practitioner, Louisville

On March 28, 1989 the U.S. Supreme
Court in Davis v. Michigan struck down a
Michigan tax law that exempted from state
income taxation retirement benefits paid by
the state and its political subdivisions while
subjecting retirement benefits of former
federal employees to the tax.

The Kentucky Revenue Cabinet has
agreed that it must treat federal and state
retirement income the same, admitting that
the tax imposed on the retirement benefits
of former federal employees was invalid
because the retirement benefits paid by the
state were exempt from such taxation. The
Revenue Cabinet is telling tax preparers to
exclude from 1989 state income lax returns
any federal pension income received by the
taxpayer. Due to the requirement to attach
to the Form 740 copies of pages 1 & 2 of the
Form 1040 when the Kentucky Adjusted
Gross Income differs from the federal
Adjusted Gross Income by more than the

The brilliant
software solution that
Stands the test.

All A-plusTax® programs undergo a comprehensiv
multi-stage testing process performed by Arthur

Andersen & Co. tax and software professionals, to

provide you with premium quality tax software —
on time. And this testing is only the first step in ou

commitment to excellence in customer service and

support. To find out how you can put A-plusTax to
the test, call us today.
1040 Individual * 1120 Corporate
1120S Corporate * 1065 Partnership
1041 Fiduciary * Fixed Assets Manager ™
1040 Tax Planner * 1040 Electronic Filing
Electronic Workpapers Program "

An authorized A-plusTax dealer. A-plusTax® is a
registered trademark of Arthur Andersen & Co.

amount of the state income tax refund, the
Revenue Cabinet will be able to see that
federal pensions have been excluded.

On January 30, 1990 the Kentucky
Supreme Court upheld an injunction
barring the Kentucky Revenue Cabinet from
taxing federal pension income received in
1989. The Marshall County Circuit Court
imposed the injunction while hearing a
class-action lawsuit filed in August of 1989,
Gossum, et al. v. Revernute, in which federal
retirees are seeking compensation from
damages by way of refunds of Kentucky
income tax paid on retirement income.
The question of whether the state will be
required to provide refunds retroactively
will be decided by the court. If the state
must retroactively refund any taxes, the
Revenue Cabinet will contend that the
two-year statute of limitation applies rather
than the four-year statute of limitations.

In light of the current status of this court
case, practitioners are advised to file by
April 15,1990 amended returns for 1988,

R R

.. PROSYSIEMS I, iC.

130 Fairfax Avenue
Louisville, Kentucky 40207
(502) 896-0072

1

1987, 1986 and 1985 requesting refunds
for any tax imposed due to federal pen-
sion income received, and to exclude
federal pension income on the 1989

return. ﬂ’
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Child
abuse —
check
o
it!
Dear Kentucky CPA,

Line 51 of the Kentucky individual
income tax Form 740 and Line 23b of Form
740-S are the lifeblood of the Child Victims
Trust Fund. You, as a CPA, can help to
prevent child sexual abuse in Kentucky by
directing your clients’ attention to the Trust
Fund “check-off.”

The effects of sexual abuse on a young
person are not just physical. Sexual abuse
leaves emotional scars that can last a
lifetime. Abused children attempt to hide
their pain by withdrawing from the world.
Unfortunately, their silence only makes
their suffering more profound.

Over 2,000 cases of this horrifying crime
were verified in Kentucky last year alone.
Thousands more go undetected. Experts
estimate the actual rate of abuse at one in
every ten children. Even more shocking is
the fact that the alleged abuser in more than
half of all reported cases is a parent or other
family member.

The Child Victims Trust Fund was cre-
ated legislatively in 1984 to fund local com-
munities which design and implement child
sexual abuse prevention programs. The
fund has sponsored more than 60 programs
throughout the state designed to prevent and
expose the sexual abuse of children. As no
tax money was appropriated for the Trust
Fund, it depends entirely on contributions.

As a CPA you are in a unique position to
help these children. The principal method
of raising funds is through the tax refund
check-off. Yet last year fewer than 3 percent
of those persons receiving a refund made
a contribution to the Child Victims Trust
Fund. Obviously your help is needed. By
informing your clients about the Trust
Fund and that they may contribute $2, $4,
or any amount up to the amount of their
refund, you will help to make a world of
difference. eg Attorney General

Frederick ]. Cowan
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People
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How do you get your name in print? If
You've made a speech, changed jobs, or
received an award — let 1s know about it.
Just drop a line to “People,” THE BOTTOM
LINE, KSCPA, 310 West Liberty Street,
Loutisville, KY 40202.

Firms & firm changes

In accordance with KRS 325. 300,
partnerships/professional service corpora-
tions engaged in the practice of public
accounting must register with the Ken-
tucky State Board of Accountancy,
and as required by KRS 325.300(3) or KRS
325.32003), all admissions to or withdrauw-
als from partnerships/professional service
corporations must be given to the Board
within one month. The Jollowing informa-
tion is provided by the Kentucky State Board
of Accountancy.

New partners/shareholders admitted . . .
Karen Westerman Hochgesang at Martha F.
Clark and Associates, Owensboro . . 7t eresa
C. Terry at Thomas L. Smith, PSC, Calvert
City ... Danny Lash Hutcherson at Whelan,
Johnson, Doerr & Pike, Elizabethtown.

Partners/shareholders withdrawn . . .
Charles B. Littrell Jr. from Cox & Oldham
to Jaggers Equipment Co., Louisville . ..
David W. Fitch from Blythe, Fitch &
Associates, PSC, Paducah.

New firms/firm name registrations . . .
Dennis S. Raisor, Jerilyn P. Zapp and
Jeffery C. Woods have formed Raisor, Zapp
and Woods, PSC, in Carrollton . . . Jobn].
Plummer has formed a professional service
corporation in Barbourville . . . William B,
Mulligan Jr., Stephen L. Hill, Frank X,
Clements, Sally M. Mudd and Richard S,
Hill have formed Mulligan, Hill, Clements &
Co., PSC, in Louisville . . . Zars Blythe Jr.
and Molly W. Blythe have formed Blythe &
Associates, PSC, in Paducah . . . Kauffmann-
Amshoff-Zoeller, CPAs is the new name of
the firm in Louisville listing the partners
Michael H. Kauffmann, Philip J. Amshoff.
Mark S. Zoeller and Henry M. Kauffmann
... Donald E. Hayden and Joseph T.
Hayden have formed Hayden & Co. in
Owensboro . .. Deloitte & Touche with an
office in Louisville and another in Lexington
lists the following partners: Joseph A.
Blitzko, Donald C, Bobzien, James C,
Carpenter, Jobn H. Hawkins Jr., Asa L.
Hord, Jobn S. Lewis, Donald M. Scheer Jr.,
David L. Fister, Frank P. Kromer Jr., and

J. Noel Pinkley . . . Robert F. Linton, George
Helton, Calvin D. Cranfill, and Robert C.
Bass have formed Helton, Linton & Cranfill,
CPAs, PSC, with offices in Pikeville, Lex-
ington and Versailles. eg

Members in motion

Louis T. Roth & Co. in Louisville an-
nounces the following promotions and
additions to their staff: Kim Earnbart and

April Whitaker to semi-senior accountants.

Bill Armistead, Barry Christensen and
Stacey Williams to senior accountants,
Timothy Quinn and Jeannine McCubbin
recently joined the accounting staff . . . N,
David Pullem of Louis T. Roth & Co. was
elected to the Board of the Louisville

Problems Of A Growing Business:
Employee Productivity

If an inefficient environment is costing
You in employee productivity, call us
Jor a free evaluation of your work place.

“It's so distracting. . . the noise. . . the clutter. . .

I can’t concentrate on my work and ifl don’t get
this project done STAT it s going o cost us

the account.”

INTECON

The Office Environment Company.

For an office that looks successful
and runs that way, too.

106 E. Broadway Louisville, Ky 40202 (502) 589-5522
Adivision of Business Office Supply Company, Inc.
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Craig N. Dunaway and J. Michael Grinnan
1o manager, Diane Gettelfinger to super-
visor, Ann Center, Kenny Adams and Lois
Heidorn to senior accountant, Gwen
Sample and and Renee Forseth to staff level
[T accountant, Charles D. Hensley recently
joined the staff as controller and the firm
was elected to membership in Associated
Regional Accounting Firms (ARAF) . . .
Karen Hornick and Dave Smith joined

Chapter of Construction Financial Manage-
ment Association . . . Linda M. Kunkel
joined Von Lehman & Company in Ft.
Mitchell as an audit supervisor . . . Carpenter
& Mountjoy, PSC, in Louisville announces
that Bonnie K. Lush formerly of Amick &
Helm has joined as senior manager and
Craig Harbsmeier has joined as a staff
accountant . . . McCauley, Nicolas & Com-
pany in Indiana announces the following:

A Disability Could Be
VERY Taxing.

Many CPAs think that tax season is about as tough as things
can get. We can think of a situation that may be tougher:

A disabling injury or sickness which results in a
partial or total loss of time and income; or a waiting
period that lasts longer than the disability.

We've been protecting members of the Kentucky Society of
Certified Public Accountants for over 40 years with first day
benefits and local claim service.

Call the plan administrator for more information about the
disability program or any of the plans offered by:

The KSCPA Insurance Specialists

Sponsored & Endorsed Sponsored & Endorsed
MEMBER & EMPLOYEES MEMBER & SPOUSE
DISABILITY INCOME PROGRAM LIFE INSURANCE PLAN

Administered by: Administered by:

AP NATIONAL

A.P. LEE AGENCY, INC. INSURANCE AGENCY INC

10301 Linn Station Road, Louisville, Kentucky 40223
; (502) 426-6041 (502) 425-3232

Strothman & Company of Louisville as staff
accountants . . . Jill Kurnik was promoted to
senior accountant at Amick & Helm in

Louisville . . . Eskew & Gresham announces
the following promotions and additions:
Scott Dodson and Vickie Stewart 1o staff
accountants in Lexington, M. Douglas
Eblen and Laurie Williams to staff account-
ants in Louisville, Jeffery Owen joined the
Louisville staff as a supervisor, Mark
Spencer joined the Louisville office as a staff
accountant, Jacqueline B. Zaring joined as
a senior accountant in Louisville, W. David
Sutton joined as staff assistant in Lexington,
Deborab Clough and Mark Green joined
as staff assistants in Louisville . . . C. David
Wilbite formerly with Spendthrift Farm Inc.
has joined Metec in Lexington as assistant
controller ... Ronald L. Bell formerly with
Commonwealth of Kentucky is manager of
Accounting and Computer Services for Fox
Creek RECC in Versailles . . . Coopers &
Lybrand announces the following promo-
tions: Steven E. McCulley, J. Scott
McReynolds, and Michael P. Shields cach
promoted to manager in Louisville . . .
Joseph A. Hancock, president of Riney,
Hancock & Co., has been appointed to the
1990 Board of Directors of Leadership
Kentucky . .. Steven A. Ballard, senior
vice-president and CFO of Micro Computer
Solutions in Louisville was elected to the
Board of Directors of the Ohio Valley
Chapter March of Dimes. cg

From the podium

Larry Vogt, Roller Die & Forming Co., in
Louisville gave accounting career presenta-
tions to the following high schools: North
Bullitt High School’s accounting class in
Bullitt County on October 13, Central High
School’s FBLA Club in Louisville on
November 9, Butler High School’s FBLA
Club in Louisville on November 29 and
Moore High School’s accounting class in
Louisville on December 13 ... Michael L.
Overby, CPA, Providence spoke to Webster
County High School’s business management
class concerning careers in accounting and
record keeping for small businesses on
November 14 . .. Joseph Hayden, Hayden &
Co., Owensboro gave an accounting careers
presentation to students at Hancock County
High School in Hawesville on December 1,
and on December 13, Hayden spoke to
students at Brescia College in Owensboro

(continued on page 18)
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P eop' e (continued from page 17)

about communication skills as a CPA . .. The
following CPAs from Bruce & Company
gave presentations to North Hopkins High
School in Madisonville: Charles A. Kington
spoke to the school’s FBLA Club on the
topic “Getting Started in your Own Busi-
ness’ on December 4, and on December 13
spoke to the school’s Explorer Troop about
accounting careers, Randall L. Franklin
spoke to the school’s FBLA Club on the
topic “What is a CPA?”" on December 12 . ..
Timothy G. Scheer, controller LWD, Inc.
spoke at the meeting of the Paducah-
McCracken County Jaycees about personal
income taxes on December 12 . .. David
Beck, Potter & Company, Lexington gave a
presentation on January 18 at a meeting of
the Lexington Jaycees concerning tips on
preparing 1989 tax returns . . . Jobn N,
Craft, Craft, Long & Company, Richmond
spoke at the Kentucky Land Improvement
Contractors Association’s annual meeting
in Lexington on January 20 . . . Cindy
Zipperle, Weight Watchers of Kentuckiana

~ QUALITY REVIEW

'TIME IS RUNNING OUT! |

6,000 reviews s;:heduled .for 1990

.;,nLimviIed‘ number of
‘experienced reviewers.

--Arrange for your rev1ew now
Later may be too late.

- Dellinger . & - Deese, - CPA's;
experienced *in: Quality - Revi
Peer Reviews, and Con
Quality Control Systems
firm is scheduled for
peer review in 1990,
Roy Dellinger or Mike

DELLINGER & DEE!

spoke to the Waggener High School’s

accounting class in Louisville about account-

ing careers on January 30 . .. Phil Altman,
Alexander & Company, Owensboro gave
an accounting careers presentation to the
Apollo High School’s accounting class in
Owensboro on January 30 . . . Richard M.
Webrle, Vimont & Wills spoke at a meeting

—

of Lexington Board of Realtors on February
7 about 1989 tax preparation and 1990 tax

planning. *

protection.

Infroducing a new
definition of CPA

a catastrophic event?

another occupation.

to your specific needs.

your ability to earn a living.

As a CPA, you've invested a lot of time and money in yourself and in your
profession. Yet a serious disability could rob you of your most valuable
asset —your ability to earn a living. How well are you protected from such

Reager Harris, the KSCPA agency of record, now offers the right
solution. Monarch Life's Advantage Plus is among the strongest, most
comprehensive disability programs ever offered to CPAs. You receive
full disability benefits to age 65 or life if you're unable to work in your
regular occupation due to sickness or injury —even if you can work at

Advantage Plus also offers CPAs protection against partial, occupational
disabilities, return to work benefits, cost of living adjustments and more.

This program is non-cancelable and guaranteed renewable. Plus, unlike
group or association products, Advantage Plus is designed to be tailored

See how Advantage Plus matches up against your present program. Call
Byron Burge at (502) 425-9444 at Reager Harris for a free, no obligation
review of how Advantage Plus can protect your most precious asset —

REAGERHARRS

The Insurance Brokers.

10400 Linn Station Road, Suite 120
PO. Box 24008, Louisville, KY 40224
(502) 425-9444
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Classified ads

Guidelines for Classifieds

Advertisements must be submitted prior to
the tenth of the month in order to appear in
the next month’s issue.

Cost is 50¢ per word ($30.00 minimum,).
Add $5.00 for blind box ads. Send requests
in writing to THE BOTTOM LINE, 310 West
Liberty Street, Louisville, KY 40202. You will
be billed when the ad appears.

FOR RENT, CONDOMINIUM, Clearwater, Flori-
da. One bedroom, fully equipped, sleeps four,
heated pool, covered parking, $275.00/week. Call
(606) 331-0055.

HILTON HEAD, three bedroom, four bath villa;
all amenities; poolside; $800/week, June through
August; $500/week September through May. Mr.
Motsch or Dr. Nolan, (502) 451-6062.

POSITIONS AVAILABLE — Von Lehman &
Company, a dynamite regional CPA/Consulting
firm serving a diverse clientele in Kentucky, Ohio
and Indiana, wishes to immediately add two CPAs
to its professional team as senior auditors. 2-4
years experience required with salary range

from $30,000 to $35,000 based on technical and
industry experience. Reply in confidence to Mark
Weber at 250 Grandview Drive, Suite 300, Ft.
Mitchell, KY 41017, or call (606) 331-3300.

RAPIDLY GROWING, dynamic firm seeks

assertive accounting and tax professionals.
Individuals must possess the following charac-
teristics: cooperative spirit, compassion for
people, healthy ambition and positive track
record. Send resume to Personnel Director,
Strothman & Company, 9420 Bunsen Parkway,
Louisville, KY 40220.

NORTHERN KENTUCKY CPA firm is expanding
and needs qualified professionals to assist in its
growth. If you are interested in this opportunity
in northern or central Kentucky, please send your
resume to Rankin, Rankin & Co., 434 Scott Street,
Covington, KY 41011.

LOUISVILLE CPA FIRM seeking accountants
experienced in all phases of dealing with closely
held business. Must be self motivated and willing
to accept responsibility. Excellent long range
opportunity. Send resume to Michael Kauffmann,
Kauffmann-Amshoff-Zoeller, 2950 Breckinridge
Lane, Louisville, KY 40220.

EXPANSION OF THE PRACTICE demands that we
seek tax and accounting professionals with 2 to 5
years recent experience in public accounting.
Individuals must feel comfortable working with
clients and associates. This is a great opportunity
for those who have ambition and a strong desire
for a successful career in public accounting. Send
resume to Howard & Co., CPAs, 1048 Bardstown
Road, Louisville, KY 40204 or call (502) 587-7346
for an appointment.

Quality Reviews

The review team:

Consists of experienced senior partners
. Is from a firm with problems like ours

. Offers preliminary consulting reviews
Has practice units of a similar size
Understands our management problems
Has plenty of review experience

Is from an established, well - known firm
Is ready to start

Offers that *plus" we give our clients

COND O R ON =

@C Rea & Associates, Inc.
CERTIFIED PUBLIC ACCOUNTANTS

CHECKLIST
for selecting a firm to do our peer review

RESULT: Rea & Associates, Inc., CPAs Firm on Firm Reviews

Peer Reviews &
Consulting Reviews
Plus

RRRRRRRRR

ACTION NEEDED: Phone Tim Michel, CPA today, collect at (419) 331 - 1040.

"We’re Ready for Your Future"

For information about Quality Reviews, Peer Reviews, Consulting Reviews or
any of our other MAP Services, Contact Tim Michel, CPA, Director of MAP
Services in Lima, Ohio. Phone Collect. (419) 331-1040. Or phone Chet
Stocker, CPA, President of Rea & Associates, Inc., P.O. Box 547, New
Philadelphia, Ohio 44663 at (216) 339-6651.

WANTED CPA to do taxes and Ford report to Ford
Motor Co. Work full-time. Salary negotiable.
Located at Lake Cumberland, KY. Contact Barbara
at Don Franklin Ford/Mercury, P.O. Box 669,
Columbia, KY 42728, telephone (502) 384-4604
or (502) 384-3016.

CPAs AND ACCOUNTANTS — As an Accounting/
Financial Search and Recruiting Consultant with
eighteen years experience, I am continually
searching for client companies in public and
private nationwide. When you are considering

a change to upgrade your future and look for

a better way of life contact GEORGE NEWKIRK,
(502) 456-2380, J.C. MALONE ASSOCIATES, 1941
Bishop Lane, Louisville, KY 40218 — A con-
tingency search firm.

INTERESTED IN MERGING OR SELLING YOUR
ACCOUNTING PRACTICE? We are a large, local
firm that is looking to continue to grow by the
merger and/or purchase of other accounting
practices located in the Louisville, Kentucky and
Southern Indiana area. Reply in strict confidence
to William R. Tichenor, Tichenor & Eiche, 9911
Shelbyville Road, Louisville, KY 40223.

PRACTICES WANTED!! We represent hundreds
of CPAs anxious to purchase a practice in the
Lexington and Louisville areas. Serving the
accounting profession since 1982. Confidential,
prompt, professional. References furnished. Now
is the time to list for a quick sale after tax season.
Contact Leon Faris, CPA; Professional Accounting
Sales, Atlanta. (404) 392-9000.

VERY FIRST FEDERAL FORM 1040 with instruc-
tions, year 1913! (Exact reproduction). Real
conversation piece! $10.40 (2/$19.13). Norman
Fialkow, Lincoln Building, #B4026, Boca Raton,
FL 33434.

LASER PRINTER USERS! Slash your laser printer
operating costs in half by reconditioning your
empty toner cartridges, or sell us your empties
($12 for Series II cartridges)! HP, QMS, Canon,
etc. toner cartridges reconditioned $45. 24-hour
turnaround. Guaranteed to perform like new
cartridges, will not void machine warranty. Canon
PC and Xerox 1012, 5012 photocopiers also. New
cartridges $95, shipping included in all prices.
ADVANTAGE LASER PRODUCTS, 2216 University
Blvd., Tuscaloosa, AL 35401. Great prices on
Memory Upgrades for HP Laserjet Series II and
1ID. Call toll-free for more information 1 (800)
458-3501 or 1 (205) 349-4646. *

Watch for. ..

» Results of the Computers and Information
Systems Committee survey of practition-
ers in the next (May) issue of 7he Bottom
Line.

» The CPE Catalog with a complete listing
of course descriptions, price, location,
etc., will hit your mailbox in March.

* A committee sign-up brochure will be
mailed to you during March. Be sure to
complete and return the form by May 1,
1990 to secure your place on a Society
committee next year. ?
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Quality Review: Just a walk in the park

by N. David Pullem, CPA
Partner, Louis T. Roth & Co.

My career in public accounting has been
just a little over nine short years, or fifteen
years in chargeable time. My first job in a
CPA firm had given me a good background
in ensuring quality work. However, my
current partners at Louis T. Roth & Co.
molded my belief in quality professional
standards. When I found out I was to be the
liaison partner of the firm to handle the
mandatory quality review, of course I was
thrilled. I thought, “Gee, another great job.”
But then, I realized I didn’t have that much
to do. After all, all of the partners are
responsible for their own engagements. So,
all I had to do was plagiarize a few quality
review documents, coordinate an inspection
and do a little more professional standards
reviewing.

We knew our firm was going to be
selected for quality review in 1989 or 1990.
However, since our firm was not a member
of Private Companies Practice Section, we
had never gone through a peer review.
Therefore, the partners agreed we should
have a consulting review before our man-
datory quality review. We reasoned this
would be a good way to strengthen any
weak areas.

We received a brochure from a CPA
firm in Ohio advertising its consulting and
peer reviews. We were impressed by this
Ohio firm, and set up a consulting review
engagement. However, before our consult-
ing review . .. /7 came. You know, the letter
that says, “Have a quality review, so we can
close you down, take your license away and
send you to truck driver’s school.” At least,
that's how I felt when we received it.

We had our consulting review. The

In Memoriam
M. Wayne Hamilton
Louisville
December 1989

outcome was good, but they said we could
make a few improvements. As far as I was
concerned, truck driver’s school was
looking better. We work hard to ensure
quality, and we catch so many changes it
makes us wonder what we miss. I mean,
after all, our clients want their work
yesterday, Congress changes tax laws
hourly, FASB and SAS are having a race

to see which one gets to 1000 first, and

we were just told to “make a few improve-
ments.” What's going to happen after quality
review gets through with us?

All my partners were confident. They told
me, “Don’t overreact. After all, the intent of
quality review is to help ensure quality for
all. All we have to do is stay with our
guidelines and we will pass.” Famous
last words.

It had been almost a year since our
consulting review, and it was time for
mandatory quality review. We spent a lot of
time getting our client list prepared. I even
went into the office the weekend before to
check through files. After about a half hour,
I realized this was a waste of time. The
reviewers had to review the files as they
were. The files as they were? That was a
frightening thought. At that time, I knew we
were going to fail, so I went home. Whatever
is to be, is to be.

On Monday morning two reviewers
arrived for three days, and as usual, I was
late. When I arrived at the office, the quality
review team was already talking to the staff.
I was horrified, and didn’t know what to
do. I'tried talking them into playing golf for
three days, but it didn’t work. They wanted
to see everything; workpaper files, CPE

documentation, policies, check lists,
personnel files, manuals . . . everything. Of
course, the first two files they asked for, we
almost couldn’t find. By that time, I was
convinced that they were thinking we didn’
know what we were doing. At noon we wen
to lunch. Tasked them how we were doing, 1
but they wouldn’t give me any progress
reports. All they would say was, “Everything
is fine.” I decided I would treat them to din-
ner to find out how it was really going. No
such luck, all they wanted to do was talk
about golf and the Monday Night Foot-

ball game. .

On Tuesday, they told me they weren't
happy about the hotel room I'd booked
them in. “Great,” I thought, “That’s all I
need.” Truck driver’s school looked better
and better. Then, at 10 minutes until noon
it happened, the team captain stood at my
door with a problem. I thought to myself,
“Oh no, a problem. What better way to ruin
lunchtime.” I figured they’d found a review
report that was issued without footnotes
and stated that we were not independent. Tt
just had to be something like that. However,
when the team captain opened his mouth
he said, “We can’t find anything wrong and
would like to leave today. Is it a problem if
we move the exit conference up to this
afternoon?” What a stupid question. “Not a
problem,” I said. The meeting came and
they confirmed their findings, “A clean
report and no points.”

Now I look back and think, “We were the
first firm in Kentucky to have a mandatory
quality review and pass. Just a walk in the
park .. . just like I thought it would

be.” i’
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