'Al ► \I1

t

LOAN CUB
01

.,.:1

I"

.;

w

e

e

Ap"

Now. Unsecured credit lines to $25,000

from the privacy of your office.

As a member of the National Association of Accountants, you are eligible
to apply for a line of credit up to
$25,000...on your signature alone. No
collateral Is necessary. No endorsers.
No co-signers. And, most importantly,
no hassles.
• Cred it lin es availab le from $5,000
to $25,000. Major funds for your major
needs. While current earnings or credit
cards can take care of most smaller
needs, today's busy executive requires
larger amounts of cash from time
to time.
• All transactions handled by mall.
This unique feature makes borrowing
unusually convenient and guarantees
privacy. There are no personal meetings and no complicated procedures. The few necessary steps are
made by you in the privacy of your
home or office.
• Your sign atu re Is the on ly collateral
requ ired . There's no need to tie up
any of your assets.
• The convenience of a revolving
credit lin e. Once your credit line is
approved, it only takes a phone call to
activate your credit —a check is mailed
immediately. if you want additional
funds the next month ... or the next
day... just call and your money will be
in the mail.

• N o f e e s. N o p r e p a y me nt p e na l t i e s .

There is no charge to establish your
credit line, no loan processing fees,
and no prepayment penalties. Once
you activate your line, you pay interest
only on the amount you actually use.
• Satisfaction guaranteed. There's no
risk. If you activate your credit line and
are not completely satisfied, return the
money within 30 days and there's
absolutely no cost to you.
This special program is administered
by Security Pacific Executive /Professional
Services in Aurora, Colorado —a national
leader in providing mail loans with a
history dating back to 1905. In California.
the program is handled by The Banker's
Investment Company.
Both Security Pacific Executive/
Professional Services and The Banker's
Investment Company have the experience and financial strength to serve the
membership. They are subsidiaries of
Security Pacific Corporation, the nation's
seventh largest bank - holding company with
assets over $46 billion. Both institutions
are equal opportunity lenders and
approval of all credit lines, regardless
of amount, is subject to their normal
credit polices.
To cover the administrative costs of
arranging a national program, the
Association receives a small fee. The

offer should not be construed as an
endorsement by the Association of the
lender or any other products or services
included in the Group Discount Program.
You'll find It easy to apply for
your line of credit. just fW out the
coupon below and mail it today. By
return m ail you 'll receive a one -page
application. It's that simple.
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1 -800 -525 -1132
Colorado residents call collect:
341 -6581
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*2 out of 3
executives agree:

Specialized temporary
personnel services
do a better job.
Quite simply, Accountemps is the best —when it comes to providing
skilled accountants, bookkeepers and data processing professionals. All of our
employees are specialists. And most executives agree: specialists do a better job.
One of the reasons our employees do a better job is they are slightly
over -qualified —which means they get the job done faster and more accurately
—and that's cost - effective.
And there's something else that's important to you. At Accountemps,
your contact is with an experienced assignment manager —a specialist at
selecting just the right temporary accountant, bookkeeper or edp professional
to match your precise requirements.
On the other hand, when you deal with most temporary services, your
only contact is with a dispatcher, whose job it is to send out temporary help for
a hundred different occupations —from file clerks to laborers.
Find out today why 2 out of 3 executives agree that a specialized
temporary service does a better job.
Contact an Accountemps assignment manager at any of our offices
on three continents.

Rent an Expert.
0 198S Rob en Half International Inc. All offices independently owned and operated
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Filing into the Future with EDGAR

20

By Susan Jay son
Electro nic filing of co rporate financial reports and other data is not only streamlining the
SEC review process, bu t also m aking it possible for companies to hit market windows that
have been difficult to hit under a paper filing system. External financial reporting may be on
the verge of a quantum jump as the SEC irons the bugs out of its planned computerized reporting system.

Auditing

Who Audits the Auditors?

24

By Step hen P. Collins
Public accounting firms have embarked on an extensive, voluntary self - regulatory program,
but it may be too little and too late if all firms do not participate in a quality control program.
Government regulation of public accounting is looming on the horizon if CPAs do not offer
assu ran ce to the pu blic that their work is of the highest quality.

How to Get an Efficient Audit

28

By Dennis L. Croysdale
If y ou have ever wru ng y our hands over what seems to be an endless outside audit every
year, th is in tern al au dit m anager at Dresser Industries has a m essage for you. You ca n
control you r au dit costs by ensuring more efficiency in the process and by having corporate staff do mo st of th e advance work.

Cost
Control

How to Fly the Friendly (low -cost) Skies of T &E

33

By Denis W. Day
Dram atic chan ges in the travel industry are creating new opportunities for m anagem ent
acco un tants to red u ce co rporate travel and entertainm ent costs. An expert in the field
describes wh at you can d o to reduce T &E Costs.
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Designing Accounting Information Systems

37

By Michael J. Cerullo
When designin g an info rmation system, an analyst can modify the existing one, ask managers wh a t th ey n eed an d design a sys tem to m eet thos e ne eds ... or u se a sys tem s
app roach. Th e first two approaches can result in too m uch data and functionally isolated
systems. Th e third , d escribed here, can lead to an efficient, effective accounting information system.

Taxes

Understanding the New Fringe Benefit Law

43

By Ronald W. Blasi
The new fringe benefit tax rules pose perplexing record - keeping problem s for controllers.
Here are some gu idelines to help you ensure that the company cars, free airplane tickets,
and p rod uct d iscou nts m anagement bestows on its em ployees are acceptable to the IRS.

Measurement

Secret Allies?

48

By Othmar W. Winkler
When someone mentions statistics, m ost accountants automatically think of sampling and
inference, and few statisticians would think of accounting as a discipline bordering on statistics. The two groups, h owever, share many areas of common ground, especially the task
of describing the reality o f business situations.
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Comptroller's Comptroller

A pro file of NAA 's newly elected president, Herbert C.
Knortz, executive vice president and comptro ller of IT T , is f eatured in the July issue. Two
co mplementary articles o n the Financial A cco unting S tandards B oard —o ne by chairman
Donald Kirk and the other by retired member Robert A. Mo rgan —cast new perspectives on
the progress o f the Bo ard in setting accounting standards. Also in July are details on an at__I
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Leadership Is Forever
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When we look around the world today at nations and companies,
there is a common denominator underlying those with booming
economies and flourishing bottom lines. That common denominator
is leadership.
Not just leadership for a short period
r
but a continuing leadership that provides
a bridge from one administration to the
next. During its short lifetime the United
States has been blessed with leaders
who, generally, have performed well.
Some major U.S. companies also can
boast of long traditions of outstanding
management.
Our Association, I believe, has enjoyed sound leadership since its founding in 1919. Many chapters also have
managed to groom a succession of excellent boards. These chapters, understandably, are the most successful as far as achieving
their goals.
Other chapters fluctuate with a good management team one year
followed by a below- average board in the following year. This discontinuity in leadership is reflected in performance statistics because, inevitably, membership rolls decline and attendance at professional meetings falls. In effect, there is a leadership vacuum.
Myths about leaders abound, but there are no secrets about the
ingredients of leadership, as we have pointed out in this space. It
begins with involvement. Involving yourself in organizations like
NAA exposes you to leadership training where you can learn to
communicate and to motivate, You learn to establish objectives and
plan operations to fulfill them, a prime requisite in any organization
whether profit- making or nonprofit. Engendering pride in the organization and taking responsibility for the people served and those you
lead also are essential to successful leadership. Providing feedback
is a key aspect of management which closes the communication
loop, strengthening the process.
Continuity in management is crucial to success in every organization. Torch - passing as authority is transferred does not relieve us of
our responsibility to our organizations and to ourselves to continue
to exercise leadership. This important ceremony in countries, companies, and associations marks an ending and a beginning —but
remember:
Leadership is forever.
HERBERT SEIFFERT
NAA President, 1984 -85
1 should especially like to acknowledge the editorial help, counsel,
and concepts received from Bob Randall, managing editor, and for
his many contributions to the PERSPECTIVES on leadership during
my term as National President.
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Lloyds Bank Accounting
Operations in New York City
was searching for computer
software to track expenses and,
ultimately, income for 65 departments in North America. They

i

ol� r %bob-

selected AMI microcomputer
General Ledger and Financial
Reporting software.

DMAWRIT

Corporate
General Ledger.
John Cassidy, the accounting
M
officer responsible for the installation, says, "The promise of absolute reporting flexibility attracted us,
and when we saw the professional
documentation, we were sold."

"While flexibility is its main
strength, the smooth integration of
a large matrix of pro4rams and consistent 'are -you -sure? verification
of entries make the system convenient and accurate to operate," says
Cassidy, "and you know how important accuracy is in the banking
environment."
One of the most exciting aspects of
installing AMI's General Ledger and
Financial Reporting system is discovery of added capabilities that may
not have been obvious in the pre -sale
discussions. "We had not even hoped
to be able to print prior month's journals with the system, but when we
needed that report, sure enough, we
were able to produce it," says Cassidy.
The Lloyds application not only
uses AMI's General Ledger and Financial Reporting system's flexibility, but
also shows its capacity for volume.
Current master file size for the main
report exceeds 5,800 accounts, and
this is only for expenses! Over 2,400
IBM PC AT is a trademark of International Business Machines
Corporation.

John Cassidy chose AM! softtoare for its jWibility and
hio- voiumec0abilitx

transactions per month are being
posted into this single, multi department general ledger file.
The conversion to the AMI system
was smooth and paralleled two
months of transactions on the old
system. Cassidy states that the only
software problem encountered during
installation was a program disk that
would not properly read, and that the
disk was quickly replaced through a
coordinated effort by the AMICST"
nationwide support network and his
local dealer.
With its global resources, Lloyds
Bank International Limited had an

open choice of General Ledger and
Financial Reporting software from
mainframe to microcomputer. They
chose AMI for its flexibility and abil
ity to handle large volumes of data
accurately and quickly.

EiW___ wer.
"Big
AMI is the world's leading
supplier of Software for Professionals. Offices of all of the "Big
Eight" accounting firms have
installed AMI's DATAWRITET"
Client Accounting software. And
now that same power is available
on your in-house micro - computer
with DATAWRITE- Corporate
General Ledger.
DATAWRITET" Corporate
General Ledger packs the power
of a mainframe into your business microcomputer, including
the IBM PC -AT. You can enter data
in any order and set up unlimited
accounts and journals. AMI's flexible
account numbers and proprietary
Matrix Report Writer produce custom management reports not possible
with 'canned' general ledger
software.
The complete family of AMI corporate products includes Fixed Asset
Management, Financial Plan Link to
Lotus 1 -2 -3 and other spreadsheets,
and Data Link"' access to general
accounting software.
Local training and support are just
as vital as software excellence. So
AMI built the AMICST" nationwide
support network. AMICS'" is there
to help you —with six regional education centers, local AMI representatives, video training tapes, user
guides and tutorials, advanced
seminars , newsletters and an
800 - number hotline.

Get Ready to Grow.

Whatever your industry— retail,
banking, real estate, non - profit or
other —AMI software is right for
you. But don't take our word for
it. Read the complete stories of
Lloyds Bank and eight other AMI
DATAWRITE' Corporate General
Ledger users. Call or write today for
your information kit including a free
copy of "Profiles in Productivity."
Create an environm ent for growth

ACCO UNTA NTS
MI CROS YSTEMS
INC.
P.O. Box 50
3633 136th Place S.E.
Bellevue, WA 98006

for your firm. Call now:

1- 800 - 426 -8201;
206 - 643 -2050, in Washington.
1.23 is a trademark of Lotus Development Corporation

Opinion
Robert L. Shultis, Executive Director

The Profession Nobody Knows
That's s ometh ing of an exaggerat ion, of
course, but years ago — around the late middle
ages -1 recall seeing a book in my father's library titled The Man Nobody Knows, so I've
borrowed a bit of the title as a lead -in to this
piece. What really prompted me to address the
subject that the title implies were a couple of
widely diverse recent happenings: our interview
with Congressman John Dingell (see May MANAGEMENT ACCOUNTING) and NAA's International
Accounting Conference in Paris in late April.
Other bits and pieces of conversations merely
confirm the impressions derived from the two
mentioned above.
What I'm referring to is the public perception
of what the accounting profession is, what accountants do, and what they ought to be doing.
By public, I don't mean just the neophyte investor who loses his shirt acting on a hot tip given
to him by the doorman or the barber. The public
also includes the likes of Congressman Dingell,
newspaper columnists, editors and business
writers of all kinds, financial analysts, and stock
brokers —who really should be more aware of
what the accounting profession is all about.
Perhaps the reason for this misunderstanding is that the profession itself, as we know it
today, is relatively new. Perhaps the reason is
that the profession is fragmented —into many
parts, not all speaking with the same voice.
Perhaps the reason is that we accountants
really are the shy, retiring types that current fiction and TV would have the public believe.
Whatever the reason, however, there is a
vast misconception both within and without the
profession about who we are and what we do.
For one thing, we have some trouble defining
the accounting profession. Congressman Dingell, in his article in the New York Times (March
17, 1985), repeatedly discussed the responsibilities of the "accounting industry" instead of
using the term "profession." Also, in that article
and in the companion article on the same page,
by Phil Chenok, president of the AICPA, which
takes an appropriately opposite point of view,
6

the concept of "the accounting profession"
seems more narrowly circumscribed than we in
NAA see it. The profession, in both articles, refers largely to public accounting —the audit
function — although the management advisory
services function of public accounting firms
also was mentioned. A full discussion of the accounting profession would have to consider
management accounting, internal audit, teaching, and g overnment accounting, among
others.
Regardless of how one views the profession— either narrowly or broadly —there is a
huge lack of understanding about it. The misunderstanding just grows larger the more widely
one sees accounting. Typical of some of the erroneous thinking was a quotation from the John
Dingell interview last month. It does bear repeating because Congressman Dingell has a
lively turn of phrase and because it clearly illustrates his thinking vis -a -vis the accounting profession. It also probably accurately reflects the
thinking of the general public. Certainly Congressman Dingell is not alone in his perception.
"Like the necromancers of old, they function
in their own arcane jargon, and amidst vast
sawings of the air, emissions of smoke, sound,
and light they come forward with the pronouncement that all is well (italics added). And
all the peons down on the plain below say 'hallelujah, all is well' and they run out and buy the
stock."
Based on my personal experience, on all
sides of the corral, it seems to me accountants
are more likely to say "all is lousy" than "all is
well." Certainly neither the preparation and
publication of financial statements (which are
management's responsibility) nor the opinion
expressed on them by the public accountants
in any way sanctifies the future or assures the
success of the venture being reported upon.
Accountants know that, but it is obvious the
public does not.
Even more difficult to find is a layman knowledgeable as to what management accountants
do and how they contribute. On several occasions, conversations with prominent business
writers have become little more than descriptions of management accounting. Their level of
noninformation or misinformation was astonishing. W e all have a lot of missionary work to
do—if not to convert, then at least to inform.
This, I feel, is particularly critical in Western Europe. Conversations during and after the recent
European Conference brought out significant
differences between how European and American managements view management accounting. The management accountant, particularly
► ►69
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We'd like to let youl'o ii on his secret.

were

Eugene Tracy Controller of Metropolitan
Mortgage & Securities Company wanted to
put an end to his year -end crunch. As a 15year CPA and fomner partner of a national CPA
finii,11ebelieved that FAST!"' an audit software
system we created for accounting firms, could
also help corporate financial departments in
the preparation of audit papers.
He bought FAST! and put his idea to the
test. The results surprised even him.
On October 25,1984, Metropolitan closed
their books for the year ended September
30, 1984. It was the first time in their30-year
history that an auditor's report was dated in
October. What's more, Metropolitans audit
fees
reduced by 25%.
INTRODUCING
FAS'T!C.I" THE
CORPORATE
VERSION OF FAST!

FA,ST!C is the first

microcomputer software tool created exclusively for the corporate financial department.
It can help you do for your company what
FAST! did for Eugene Tracy's.
FAST!C converts labor - intensive clerical
and mathematical procedures into completely
automated functions. It produces automated
workpapers and reports to make things easier on you and your external auditor. But you
don't have to be an auditor to use FAST!C. In
fact, it's so simple to master, no computer experience is needed.
It's also simple to own. For under $1,000,
FAST!C can help you end the year -end crunch
once and for all. If you'd like more information
on FAST!C, call (919) 846 -8396or send your

business card along with
a copy of this ad to
Financial Audit Systems,
7340 SixForks Road,
Raleigh,NC 27609.

AM

FINANCIAL
AUDIT SYS'T'EMS
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Data Sheet
Robert F. Randall, Editor

AICPA Seeks to Broaden
Attest Standards
An exposure draft just issued by the American
Institute of CPAs would broaden the attest
standards of certified public accountants. The
draft suggests that, increasingly, CPAs have
been requested to provide assurance on representations other than historical financial statements and in forms other than the positive
opinions. To accommodate these requests,
CPAs have been able to apply the basic concepts underlying generally accepted auditing
standards to these attest services. But, as the
range of attest services has grown it has become increasingly difficult to do so. The proposed audit standards would apply to evolving
attest services, including providing, for third party use, reports on descriptions of systems of
internal accounting control; on descriptions of
computer software; on compliance with statutory, regulatory, and contractural requirements;
on investment performance statistics; and on
information supplementary to financial statements. Copies of the exposure draft, "Proposed Authoritative Statement: Attestation
Standards" (No. G00311), are available from
the AICPA order department (212) 575 -6426.

Quarterlies Should Provide More Data
Analysts want more data in corporate quarterly
reports, according to a survey of 50 security analysts conducted by Hill and Knowlton. In regard to financial statements, 88% said they
wanted more detailed income statements in
shareholder quarterlies, 86% want more detail
in balance sheets, and 84% want more detailed statements of changes in financial position. A majority criticized the failure of companies to get out the quarterly report as soon as
possible. One analyst said: "We should have it
(the detailed quarterly report) in hand two hours
after it is on the Dow Jones tape." Another suggested that each company have an 800 number which could be called for key financial data
the day the quarterly is released.

Poor Productivity? Blame Management
Who's to blame for poor productivity? A majority of vice presidents and personnel directors in
a recent survey finger management as the culprit. In a survey of 100 of the 1,000 largest
companies in the U.S., Accountemps was told
that 55% of the causes for a company's poor
productivity was linked to management, with
lack of adequate supervision and failure to provide motivation, incentive, and direction topping
the list.

NAA Makes Two $8,000 Grants
NAA has made two $8,000 research grants to
encourage doctoral students to select their dissertation topics from the field of management
accounting. One winner is Gwendolyn Totter dale of the University of Oregon. The topic of
her dissertation is "An Examination of the Deck
sion- Making Processes Underlying the Development of Standard Costs for Manufactured
Products." The second grantee is Paul J_
Schlachter of the University of North Carolina
at Chapel Hill. His dissertation topic is "A Two Stage Analysis of Interdivisional Transfer
Pricing."
To be eligible to apply for a research grant,
an applicant must be formally enrolled in a doctoral program at an accredited U.S. university;
have a dissertation topic that has already been
approved by the applicant's school; and select
a topic in management accounting, controllership, or financial management. Applications for
1986 -87 awards must be submitted by February 15, 1986. For additional information and application forms, write NAA Committee on Academic Relations (the program's sponsor),
Attention: Dr. James Bulloch, P.O. Box 433,
Montvale, N.J. 07645 -0433.

Business /Accounting Briefs
High -tech industries will surpass the output of
smokestack industries for the first time in 1986,
the Cahners Publishing Co. predicts. Since
1975, the total share of U.S. industrial output
represented by high -tech industries has grown
from 14.7% to 19.1 %, while production of mature products has fallen from 25% to just under
21 % of total U.S. production in the same period.... A 91 -page Computer Publications Survey 1985, which gives comprehensive details
on 44 journals and almost 200 books, is available by writing to: North - Holland, P.O. Box
1991, 1000 BZ Amsterdam, the Netherlands,
Attn.: Ms. K. van Schouten.
MANAGEMENT ACCOUNTING /JUNE 1985

ORKINGCAPITALSHOULDWORK
FORYOU-NOTTIC

We write the software that sets the standard!®
BUSINESS VALUATION —NEW
■ Provides 8 methods to value a closely -held corporation,
proprietorship, or partnership, with an option to assign a
discount or premium.
■ Uses balance sheet and income statement data to calculate
15 key ratios.
■ Calculates the valuations you need for the sale or purchase
of a business, estate tax planning, divorce settlements,
updating buy -sell agreements, and more.
■ Generates a combination method based on weights you
assign to results calculated under the other methods.
CAPITAL. BUDGETING
■ Evalu ates pro po sed asset acq uisitio n s (n ew or replacement).
■ Cash flow calculations include ACRS recovery deductions, Section 179 expense, ITC, ITC recapture, ITC carryover/carryback, and gain /loss on asset sale with tax impact.
■ Computes net present value, present value index, internal
rate of return, accounting rate of return, and payback.

AARDVARK
D

d

'

o0 z L

Box 43, 1020 N. Broadway. Milwaukee, W I 53202

'

FIXED ASSET ACCOUNTING
• Calculates 13 standard depreciation methods.
• Calculates federal, state, and book depreciation or recovery deductions separately.
■ Generates 30 reports and listings —in new, improved
formats— that can be saved to DOS files for integration with
word processing software.
CORPORATE PROTECTIVE ESTIMATES
■ Calculates quarterly estimated tax payments.
■ Automatically selects the lowest payment consistent with
underpayment penalty exceptions to preserve your corporation's working capital.
■ Calculates previous years' exceptions to avoid an underpa yme nt pe na lty.

For more information, call W Free: 1-800-543-1300,
Operator 188 or complete the coupon below.

Yes, send me more information on:

Name/Tide

Business Valuation
El Capital Budgeting
Fixed Asset Accounting

Firm

Corporate Protective
Estimates

Add r e s

Phone
s -

City
Box
1020 N. Bro adway
Milwaukee, WI 53202

Slate —Zip
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Management
Accounting
Practices
Louis Bisgay, Editor

FASB Proposes
Pension Accounting Standard
The Financial Accounting Standards Board has
issued an exposure draft of a proposed statement on employers' accounting for pensions.
Pension accounting has been a source of controversy for many years. It has been an active
area of activity for the FASB since 1974, when
two projects were added to the Board's agenda: accounting and reporting by employee benefit plans and employers' accounting for pensions. W ork on th e form er t op ic led t o
publication in 1980 of FAS 35, "Accounting and
Reporting by Defined Benefit Pension Plans."
The newly proposed Statement would, if
adopted, supersede: (a) Accounting Principles
Board Opinion 8, "Accounting for the Cost of
Pension Plans," which was issued in 1966; (b)
FASB Statement 36, "Disclosure of Pension Information;" (c) FASB Interpretation 3, dealing
with ERISA; and (d) a portion of APB Opinion
16, "Business Combinations."
Under the proposal, current practice would
change in three important respects:
• A standardized method for measuring net
pension cost would be required.
• The proposed Statement would require immediate recognition of an additional liability
in certain circumstances when the accumulated benefit obligation (measured without an
estimate of future compensation levels) exceeds the fair value of plan assets.
• Financial reporting disclosure would be
expanded.
Amortization of gains or losses resulting from
experience different from that assumed and
from changes in assumptions would be included as a component of net periodic pension cost
if, at the beginning of the year, that unrecognized gain or loss exceeds 10% of the greater
10

of the projected benefit obligation or the fair
value of plan assets. A public hearing on the
proposal has been scheduled in New York on
July 22 -24.

MAP Committee Comments
After receiving comments on its exposure draft,
"Accounting for the Costs of Computer Software to be Sold, Leased or Otherwise Marketed," the FASB decided that it would hold a public hearing to further explore certain issues. The
Board described five categories of issues in its
Notice of Public Hearing and solicited responses thereon. NAA's Management Accounting
Practices Committee submitted comments, a
prerequisite for testifying, that supported its
earlier endorsement of the Board's principal
conclusions expressed in the exposure draft
and that explained in detail why the MAP Committee believes that detail program design is
not a research and development activity and
why its costs should be subject to capitalization
under certain circumstances.
The MAP Committee's letter to the FASB
concerning "Financial Reporting and Changing
Prices: Current Cost Information" acknowledged that the Board's decision to deemphasize constant dollar accounting was sound, but
that it did not go far enough. The Committee
recommended that the notion of a purchasing
power gain or loss be abandoned because it
provides useful information to v ir tually no one.
Overall, the MAP Committee feels that (1) most
FAS 33 disclosures should be discontinued because very few people have found them useful
for any purpose and, (2) if the experiment does
continue, the Board should continue to monitor
the results closely and make another reassessment within two or three years.

Board Issues Statements and TBs
Three Statements of Financial Accounting
Standards were issued recently by the FASB.
FAS 83 specifies that the specialized accounting and reporting principles and practices contained in (1) certain revised guides and (2) a
statement of position issued by the American
Institute of CPAs are preferable for justifying a
change in accounting principles under Accounting Principles Board Opinion 20.
FAS 84, "Induced Conversions of Convertible Debt," requires that, when convertible debt
is converted to equity securities of the debtor
pursuant to an inducement offer (often called a
"sweetener "), the debtor company recognize
an expense equal to the fair value of any conNo-►69
MANAGEMENT ACCOUNTING /JUNE 1985
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Information System
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InformationProcessing
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An ordinary general ledger system can snafu
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analysis requirements, you need instant access to all
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programmer's idea of a format. And what's more, you
want it without data processing limitations or restrictions. The strategy: AIS from Consco, a user - oriented,
mainframe computer system providing you with
accounting and financial information customized into
any format you require.
AIS, Accounting Information System, is General
Ledger plus everything else you wish you could do
with your present system, but can't. A full - fledged,
on -line information management system capable of
integrating and reporting on accounting data from
your entire company, no matter how large or diversified. And providing your management with the
information it needs to do its job.
AIS includes such capabilities as work order management, construction work in progress, cost control
and analysis, project reporting, encumbrance accounting and an unlimited number of custom applications
you specify.
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the only consolidation system ever developed that
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reconciling intercompany accounts and producing
management reports. CONSOL does it with a unique
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times faster than any other system, even on such complex applications as reporting in conformance with
FASB 8, FASB 14, FASB 33, FASB 52, the preparation
of schedules as required by SEC and IRS, as well as
the preparation of analysis and operating statistics as
required by your management. It even permits the
design and formatting of an infinite variety of reports
combining items from various schedules and time
periods, with multiple formats in a single report.
Retire that cranky old General Ledger system and
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Management
Information
Systems
Michael Davis and
Joseph L. Sardinas, Jr., Editors

Creating the Right Decision
Support System— Pitfalls
Last month we explained the potentials of a
decision support system and how this new application of information systems technology enhances management's planning and decision making abilities. Some of the most common
pitfalls that have plagued users and recommendations on how companies can avoid these
problem areas are described below.
Pitfalls to Avoid
Failure to assess the needs of the end user.
Before a DSS is implemented, it is important
to determine the kind of information users
need when planning and making financial decisions. Adequate training programs for DSS
users also must be available.
Lack of management commitment. Directly
involving upper management in the company's DSS will help ensure that the system is
used. Support from upper management also
encourages cooperation between DSS users
and the data processing department.
Installing too much of a system too soon. A
DSS can easily get very complex, and it may
take substantial amounts of time even for a
motivated user to learn how to incorporate
the system into the daily work pattern. Gradual implementation with ongoing evaluation
generally works best.
Justifying the cost of the system. Although
most businesses try to justify major purchases on a cost - benefit basis, many times it
is not possible with a DSS. For example,
what is the dollar value of being able to examine more alternatives? How can a faster
response to the new and unexpected be
quantified? Or, what are the benefits when a
manager makes better use of data?
Conflict between the data processing depart12

ment and DSS users. Prior to the easy availability of canned DSS programs, the DP department usually ran the information systems
show. Now end users can acquire the software and the computer without consulting
data processing. Although DSS users may
value their independence, we recommend
that the data processing department be involved in developing t he DSS because
should it become necessary to expand an
existing database or create a new one, data
processing personnel can provide valuable
technical assistance.
Unauthorized use. As with any computer system, adequate safeguards must be in place.
This includes control over use of the computer, the software, and access to the company's vital databases. Special passwords can
be used to prevent unauthorized use. The
computer and software may h ave to be
locked up when not in use.
Lack of system documentation. Documentation is simply the instruction manual for the
system. When the documentation is weak or
nonexistent, the departure of a key user can
mean the demise of the whole system.
System Incompatibility. Management must
ensure that its microcomputers and software
can be tied into the company's mainframe
computer and have access to the vital databases that many DSS programs depend on.
In addition, different brands of microcomputers are not compatible and they cannot be
"networked" or connected to each other.
Nor will software for one machine necessarily run properly on another. Thus, consideration must be given to long -range hardware
and software purchases.
These are some of the major pitfalls that
have bedeviled scores of companies. However,
with proper planning they can be avoided.
Over 150 ready -made DSS programs with a
wide range of features are currently available.
Before a company develops its programs it
should carefully evaluate the programs already
on the market. At a minimum, the program selected or developed by the company should be
user - friendly. It should incorporate modeling,
forecast, and graphics capabilities and be
adaptable to the type of business decisions to
be made. In addition, vendor support must be
available so that problems can be resolved
quickly with as little "down time" as possible.
Auditability is also a consideration when designing a DSS, Many companies tie their DSS
into the accounting system so that decisions
made become part of the accounting records.
01-01-69
MANAGEMENT ACCOUNTING /JUNE 1985

Institute of Management Accounting
(

haM

. �

�

nv/

fro m An n Ar bo r, M ic hi ga n to
spe cia ll y d esign ed fa cil it ies i n t he
he a d qu a r t er s b u i l d in g o f t h e
Na t ion a l Assoc ia t ion of Acco u nt a nt s.

4 0 A nn A rb o r ,
Michigan

OUR NE W ADDR ESS IS:

In st it u t e o f M a n a g e me n t Ac c o u nt i n g
1 0 Pa ra gon Drive
P.O. Box 405
Montva le, NJ 0 7 6 45 -0 4 0 5
OUR NE W TE LE PHONE N UMBE R IS:

(201) 573 -6300

Mo nt vale, New J ers ey

I
The survival of the U. S. software industry may depend on the
Securities and Exchange Commission accepting the research results
reported in this study. Software users and vendors, bank lending officers, and financial analysts told author McGee that the SEC, by continuing to rule out capitalization of software costs, can seriously inhibit
the industry's growth. This could place U. S. firms at a competitive
disadvantage internationally.
While it is must reading for software vendors, this report also brings
to light some bizarre effects of a number of unresolved federal and state
tax issues relating to software, issues of vital interest to all who rely on
computers.
ISBN 0- 86641111 -9

NAA Publication No. 84163

❑

Natrona!
or,gocount
Ae n g tanon

$1495

305 pages

Mail this form and rem itta nce to :
Nat io na l A s s o c ia ti o n o f A c c o u nt an ts
10 Parago n Drive, P.O . B o x 4 3 3
Mo ntvale, N.J . 07 6 45 -0 43 3

SOF
TgxqW ENE

10Y discount to members

Please send "Software Taxation" to:
Name
Company
Address
City, State, Zip
Price:❑$14.95❑(10%❑discount❑to❑member❑—❑$13.45)

Me m b e r No .

Nonmember

U Please send membership information

New J er sey r esi dent s add 6% s ales tax.

Quantity:

Amount $

L e t t e r S TO TH E E D I TO R

Sensational Journalism?
"Are Ethics Dangerous to Your Job ?"
is a poor description for the article by
Messrs. Morgan, Saroosh, and Woelfel
(Feb. '85). It does not describe the contents, and it smacks of sensational journalism. Nowhere in the article do the
authors address the dangers of ethics to
employment. The closest reference to
"dangers" is the quote:
I feel a management accoun tant's
first responsibility is to his employer
as long as he is not required to perform illegal or unethical acts... It
should be kept in mind that the management accountant is always under
con tro l as an empl oyee, and real
pressure can be applied not associated with public accountants. In many
companies a management accountant
is simply fired and has no recourse.
The basic problem of representational
faithfulness pervades the entire article.
Just as the title fails to reflect the article's contents, the conclusions are not
drawn from the survey results. The survey was designed to and does reveal
controller and CMA perceptions regarding "how much" or "how important " a particular requirement is or
ought to be to corporations. But, in
drawing conclusions from this information, the authors make judgments about
the overall validity or usefulness of
NAA's promulgation, Standards of Ethical Conduct. These generalizations are
based on a few selective quotes from
respondents.
In a concluding comment, for example, the authors note that the "CMAs'
lack of enthusiasm can be explained by
their fear of the impact the Statement
might have on their jobs. CMAs fear
confrontation with their empl oyers
rather than viewing the Statement as a
guide for improving their practices."
The only evidence supplied for this conclusion is the quote referenced above
and another which suggested that following standards of ethical conduct
might change a management accountant into an internal spy. That is hardly
14

adequate documentation for s uch a counting." What does that mean? The
sweeping conclusion. Further, the read- standards of ethical conduct are just
er has no notion about the nature of the that — standards that when followed will
questions that elicited these responses lead to behavior which is ethical in conor what proportion of the total sample trast to that which is unethical. The
shared the perceptions highlighted by standards do not provide either a systhese quotes.
tematic or limited view of management
The section covering the authors' cri- accounting. Whatever view — systematic
tique of Statement IC is superficial and or unsystematic —one has of manageconfusing. One paragraph discusses the ment accounting is unrelated to particualphabetical listing within the State- lar behavior standards for those in its
ment, and the authors speculate about practice.
whether or not such a listing was intenPerhaps NAA needs higher publicational. The very next sentence states, tion standards.
"an interrelationship among the terms
Patricia P. Douglas
could have been demonstrated." While
University of Montana
the latter observation may be correct, it Wetern Montana Chapter
has no relevance to the alphabetic listing. Either something was omitted, or Don't Ignore Reality
this paragraph is nonsensical.
In the same section, the authors not- In "The Case Against Deferred Taxes"
ed that "the standards... are philosoph- (March '85), Ara G. Volkan and Joseph
ical statements that offer a systematic C. Rue argue for adoption of the flow but li mited view of man agemen t ac- through method of accounting for de-
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ferred income taxes. Their arguments,
however, are based on several inconsistencies and on misapplications of generally accepted accounting principles.
The authors begin by asking "whether the income tax provision for a period
is an expense or simply a redistribution
of wealth." They contend that if it is a
redistribution of wealth, the income tax
provision should equal the taxes payable, thus flow - through accounting is
proper. Both the Accounting Principles
Board, which established current accounting for income taxes, and its successor, the Financial Accounting Standards Board, have studied this question
for years and have arrived at the same
conclusion: Income taxes are expenses.
Statement o f F inanci al Accounting
Concepts No. 3, which discusses the
characteristics of expenses of business
enterprises, states:
"Expenses represent actual or expected cash outflows (or the equivalent) that have occurred or will eventuate as a result of the enterprise's
ongoing major or central operations

during the period. The assets that
flow out or are used or the liabilities
that are incurred may be of various
kinds —for example,
taxes on
... added]
current income." [Emphasis
Thus, income taxes are an expense of
doing business. The fact that the taxes
are not currently payable does not eliminate the expense.
The authors then state that "Various
studies suggest that... deferred taxes
are not decreasing but constantly increasing. There seems to be no future
sacrifice or benefit and the definitions of
assets and liabilities promulgated by the
Statemen t of Fi nancial Accoun ti ng
Concepts No. 3 are violated." Applying
the same logic, they could have concluded that accounts payable and longterm debt are not true liabilities —these
balances are also increasing on the balance sheets ofmost growing companies.
The authors fail to point out that a future sacrifice can be in the form ofcash
payments or the use of other assets. Using the tax deductibility of a new asset
(a new timing difference) to offset re-

versing timing differences is a sacrifice
just as the payout ofcash is a sacrifice.
To ignore the tax effect ofa transaction is to ignore reality. Comprehensive
interperiod tax allocation is necessary to
properly recognize the economic substance of taxable transactions or events
and is the only approach that is consistent with current accounting concepts.
C B. Harreld
Comptroller
Georgia Power Co.
Atlanta, Ga.
Note: Readers who would like a copy of
Georgia Power Co.'s position paper on
"Accounting for Income Taxes" may
contact Mr. Harreld at Georgia Power
Co., 333 Pied mont Ave., Atlanta, Ga.
30308, (404) 526 -3785. The paper explains the company's view on why comprehensive interperiod tax allocation is
proper.
A Logical Approach
I've just finished read ing Rob ert L.
110-110, 69
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Computers
and
Accounting
Alfred M. King, Editor

Who'll Audit the Computer Systems?
Have you ever been on an airplane, sitting
where you were assigned, when another passenger comes up and informs you that you are
in his seat? Each of you pulls out a computer generated seat assignment card, and—lo and
behold —you both are supposed to be in 13 -D.
The stewardess is called and brightly tells you,
"Don't worry, the computer made an error —but
we will straighten it out." Well, according to
Chris Miller, a senior manager in the Computer
Audit Assistance Group (CAAG) of the Miami
office of Coopers & Lybrand, "Blaming this on
a 'computer error' is like blaming a broken win down on a 'hammer error.' "
In a special five -day course on "Auditing in
the Contemporary Computer Environment,"
presented last March by Coopers & Lybrand in
West Palm Beach, Fla., (obtaining continuing
Professional Education involves personal sacrifices by the NAA staff —Ed.), Len Gilbert,
CAAG Southeast regional partner resident in
the Miami office of C &L, commented, "Computer errors and fraud are not usually the result of
a breakdown of controls... they are more often
due to an absence of controls." In the airplane
example, the computer was not programmed to
check for duplicate seat assignments.
More and more accounting processing is being computerized. Present auditing techniques,
suitable for a manual environment, simply are
not adequate for testing a complex computer
system.
How can we be sure that integrity is maintained over computer operations? Are programs being changed without authorization or
documentation? What controls are in place —
and are they used —to make sure that master
files are secure? Who is supposed to have access to change what files?
Even more important, perhaps, when the
computer itself is involved in controls, schedul16

ing completeness of input, or accuracy of updating, how do we know the program is functioning as designed? When the computer is
generating data or preparing original documents, say a customer invoice or past -due receivable follow -up, how does the management
accountant tell whether the program has applied cash properly? Can an auditor, without
systems training and hands -on computer experience, do any better? Probably not.
The basic premise of Coopers & Lybrand's
Computer Audit Assistance Group, according
to partner Glenn Davis in New York, is that "Except for micros, it is easier to teach auditing to
a DP professional than to teach data processing to auditors." That's why C &L seems to have
taken a different approach from other Big 8
competitors. Computer consulting at Coopers— selecting software and evaluating new
hardware, for example —is separate from computer auditing; the CAAG is part of C &L's accounting and auditing staff, not part of management consulting. It is an interesting concept
and one which appears to highlight the special
importance of and focus staff resources on
control problems that are brought about by the
computer.
While the emphasis in the course was on auditing computer systems and procedures after
the fact, perhaps the most important point was
made by Kenneth R. Henry, Miami CAAG manager: "Designing controls into the system at
the beginning is better and cheaper than going
in after the battle and bayoneting the wounded
... having an auditor apprise management of
basic control weaknesses in an existing major
computer application may require either accepting major risks or investing a lot of resources in 'patching up' the system."
Basic controls, disciplinary controls, integrity
controls, completeness, and accuracy were
among the many topics covered in the five
days. Participants discussed some of the
unique problems facing an EDP auditor in communicating with DP personnel on the one hand
and accounting managers on the other —with
neither party understanding the other's language. Just what are the responsibilities of users vs. the responsibilities of EDP?
The course, with its lectures, class discussions, case studies, and video material, would
be an excellent introduction to computer auditing for corporate and division controllers as
well as internal auditors. In fact, any executive
who has a basic responsibility for internal control in an organization would be interested. With
the wildfire -like spread of micros, computer
control problems are getting worse, not better.
10-10-57
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Taxes
Israel Blumenfrucht,
and Jerold M. Weiss, Editors

When You Fail to File a T im ely Return
The Supreme Court (U.S. v. Boyle, No. 631266), recently held, in a unanimous decision,
that a taxpayer's reliance on an attorney or accountant to make a timely filing of a tax return
is not "reasonable cause" for a late filing and,
therefore, does not exonerate the taxpayer
from being assessed a penalty.
The facts of the case are as follows. Boyle
was appointed executor of his mother's estate.
He retained an attorney who had practiced law
for over 20 years to serve as attorney for the
estate. Boyle was told by the attorney that an
estate tax return would have to be filed but was
not told what the due date was. Boyle furnished
the attorney with all relevant information and inquired frequently about the progress of the estate proceedings, as well as the preparation of
the tax return. He was assured the return would
be filed "in plenty of time." However, the return
was filed three months late because of a clerical error on the attorney's calendar. The IRS
therefore imposed a $17,000 late filing penalty.
The Code states that a penalty for late filing
can be assessed "unless it is shown that such
failure is due to reasonable cause and not due
to willful neglect." The Regulations provide that
to demonstrate "reasonable cause," a taxpayer filing a late return must show that he "exercised ordinary business care and prudence and
was nevertheless unable to file the return within the prescribed time." Thus, the U.S. District
Court ordered a refund of the penalty to Boyle,
and the Seventh Circuit affirmed, on the ground
that Boyle did not know the filing deadline and,
in relying on his attorney, exercised "ordinary
business care and prudence" which would bar
the penalty.
In reversing the earlier courts' ruling, the Supreme Court noted that Congress placed the
burden of prompt filing on the executor, not on
an agent or employee of the executor. Thus,
while Boyle demonstrated ordinary business
care and prudence in selecting and cooperat18

ing with an experienced attorney, he was nevertheless remiss in not personally ascertaining
the deadline and seeing that the return was
filed in time. That failure, the Court asserted,
does not demonstrate an exercise of ordinary
business care and prudence:
To s ay t h at it was " reason ab le" for
(Boyle] to assume that the attorney would
meet the statutory deadline may resolve
the matter as between them, but not with
respect to [Boyle's] obligation under the
statute. It requires no special training or
effort to ascertain a deadline and ensure
that it is met... The failure to make a
timely filing of a tax return is not excused
by the taxpayer's reliance on an agent,
and such reliance is not "reasonable
cause" for late filing...
The Court's ruling is not limited to estate tax
returns. It applies to all tax returns, including individual and corporate income tax returns, as
well as gift tax returns. Yet, careful analysis of
the Court's opinion indicates that there are indeed limitations as to the application of the
ruling.
Legal Limitations
The Court noted that when an attorney or accountant advises a taxpayer on a matter of tax
law, such as whether a tax liability exists, it is
reasonable for the taxpayer to rely on that advice. To require the taxpayer to challenge the
attorney or accountant, or to require him to
seek a "second opinion" would nullify the very
purpose of seeking the advice of a presumed
expert in the first place. In such a situation, the
Court clearly stated that "reasonable cause"
exists. Furthermore, there may be a situation
where an attorney or accountant erroneously
advises the taxpayer as to a return's due date
(in contrast to this case where no specific date
was given). For example, the attorney may erroneously advise a fiscal year taxpayer whose
tax year ends on November 30 that the tax return is due April 15. The Court in a footnote
said, "We need not and do not address ourselves to this issue." Based on the Court's
statement about reliance on an expert's advice,
however, it would appear that the IRS would be
barred from assessing a penalty in this situation
as well.
Accordingly, other than in a case similar to
this specific situation, where the attorney or accountant fails to specify the correct filing date,
it appears that reliance on an expert would be
reasonable cause to bar the IRS from assessing a penalty.
❑
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"Costaccountming,nn.f.,
cost accountarib, is

enemy #1 of productivity."
Dr. Eli Goldratt
Chairman
Creative Output, Inc.

"While the author paints a rather
unflattering portrait of accountants,
nonetheless I urge every management
accountant in manufacturing to read
this interesting and valuable book. It's
hard to believe that a novel can be such
an effective communication tool:'

"The uninitiated as well as the
experienced manager will gain from
this work and companies will benefit
by urging their manufacturing,
financial, marketing and general
management personnel to read it."

Alfred M. King
Managing Director
National A sso ciatio n of A cco untants

G. Guy Sorrell
National DircctorManufacturing Consulting Services
Deloitte Haskins and Sells

Achieve a new understanding
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NAA Conference.
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Filing into the Future
with EDGAR
By putting a wealth of financial and corporate data at the fingertips
of every investor with a personal computer, the SEC hopes
to revolutionize the ways in which investment decisions are made.

By Susan Jayson

companies filing electronically as well.
"EDGAR can accelerate a company's access to
the market and its ability to inform the investing
public of what is transpiring in its businesses. As a
result, investors are able to make more informed
decisions which in turn contribute to the overall
efficiency of the securities markets," Mr. Shad
said.

The days of companies hand - delivering mountains
of paper to the Securities & Exchange Commission are numbered. A massive computerized system is now making it possible for companies to
electronically file their stock prospectuses, quarterly and annual reports, tender offers, and other
voluminous document s di rectl y in to an IBM
EDGAR is Born
mainframe located at SEC headquarters.
Recently, MANAGEMENT ACCOUNTING visited
Back in 1983, Chairman Shad formed a task
the SEC offices in Washington, D.C., to report on force made up of SEC employees to determine if
the progress of this electronic revolution. It is electronic filing was possible and whether a sysclear that when the system is implemented, exter- tem could be assembled out of existing hardware
nal financial reporting will have embarked on a and software. The task force determined that in
order for EDGAR to succeed it had to be cost efnew era.
Currently, 150 companies are helping the SEC fective, easy to operate and maintain, able to hantest the system called EDGAR, short for Elec- dle the various forms and formats in which infortronic Data Gathering Analysis and Retrieval. mation is sent to the agency, dependable so that
Companies participating in the pilot project have the public and the SEC will have access at all
the option of sending data to the SEC on disk- times to the information, capable of providing acettes, magnetic tape, or over telephone lines. curate and reliable information, and not be vulWhen the system becomes operational at the end nerable to manipulation and fraud.
of 1986, company disclosure information filed
"After spending nearly a year studying the feaelectronically will be instantly available to individ- sibility of electronic filing we decided to go to a piual and institutional investors, analysts, and cor- lot operation. Bids were solicited and we attemptporations using home or office computers. But for ed to obtain the very best qualified people for the
now, the data is accessible only from an IBM Per- development of the project," Mr. Shad said.
sonal Computer at the agency's public reference
Arthur Andersen & Co.'s management inforrooms in Washington, New York, and Chicago.
mation systems consulting group together with
The purpose of EDGAR is to streamline the IBM and Dow Jones and Co. were awarded the
process of filing, reviewing, and disseminating primary contract.
corporate information to the public. It is the innoCongress budgeted more than $1 million for the
vation of SEC Chairman John S. R. Shad who en- pilot program. The second phase of the program
visions benefits not only to the SEC but to the is expected to cost more than $50 million. The
20
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SEC hopes, h owever, that when EDGAR becomes a full- fledged system that funding from the
p ri vat e s ect o r will mak e the s ys tem self supporting.
EDGAR was introduced on Sept ember 24,
1984, when Chairman Shad inserted an eight -inch
floppy disk containing 85 pages of corporate data
into the SEC's computer terminal. But, as designed, the fastest and most efficient way to file
electronically is directly over telephone lines using
modems.
"We were shocked at how simple it was to do a
direct transmission," said Robert Folbigg, systems
controller at GMAC. "We already had a personal
computer sitting in our office and the only investment required was a modem."
A major benefit realized by companies using direct transmission is the ability to maintain control
of a document virtually up to the last minute prior
to filing. At present, companies filing paper documents must send them days in advance to ensure
that the filing is on time. Electronic filings made
using magnetic tape or diskette also must be
MANAGEMENT ACCOUNTING /JUNE 1985

I!

mailed or hand delivered to the agency.
"One of the reasons we are as pleased with EDGAR as we are is because of the direct transmission mode." Guy Cochran, the operations manager in t he s ecurit ies fin an ci ng d ep artmen t at
BellSouth, said. "We can literally make changes
until 5:30 p.m. the day of filing. And when we decide to transmit, within a couple of hours we
know if the document has been accepted."
Working Out the Bugs
Problems reported by participants using direct
transmission have been minor, and according to
Mr. Cochran, the agency has shown flexibility
and sensitivity to the needs of the issuers.
"Obviously in a pilot project there are going to
be bugs to work out. And, when you transmit over
a telephone line, problems such as bad weather or
a cable getting cut do occur m aking it necessary to
21

Nexis, and Lexis to obtain additional information
about a company under review," said Amy Goodman, SEC as sociate direct or of corporation
finance.
Recently, electronic mail capability was added
to the system to enable SEC reviewers to send
comment letters to registrants via computer. In
the past, the process ofsending such a letter could
take a week from start to finish. Now it takes no
longer than a day.
According to Ms. Goodman, when you combine the faster speed of getting a filing to the SEC
with the faster review and comment process you
end up with companies being able to get to the
market substantially faster than in the paper based system. "This has already resulted in substantial cost savings for several ofour pilot companies, enabling them to meet market windows
that they otherwise would not have," she added.
Although companies are enthusiastic about the
savings in filing time, substantial economies on
printing costs have not yet been realized by particThe current manual method of retrieving coripants in the paperless system. And, the large fiporate financial data begins with a request in
nancial printer, R.R. Donnelley and Sons, does
the SEC's Public Reference Room above.
not see EDGAR as an immediate threat to its
business.
ret rans mi t. Bu t n ot h in g h as happ ened that
"The filing process right now under EDGAR is
couldn't be resolved to both our satisfaction."
very similar to what our clients have been doing
Kathleen A. Warwick, corporate securities under the paper system," Arvydas Tamulis, mancounsel of Mobil Corp., agrees that basically the ager of graphic systems at R.R. Donnelley, said.
problems have been insignificant. In one case, the
The process of preparing a client for an EDword processor didn't put some characters in the GAR filing includes all the steps necessary for a
right place and the filing had to be retransmitted. paper filing plus an additional step to convert the
"I think the SEC is very responsible to the re- typeset document to the format required for an
quirements of electronic filers. One of my initial electronic filing, Mr. Tamulis explained. A printconcerns as a lawyer was about the filing time. out of the form is provided the client and that
What would happen if the telephone lines go printout is identical to the image that the reviewer
down? Are you then deemed to have a late filing? at the SEC will view on his screen. The customer
Recognizing this very early on in the program, the approves the printout and it is then sent to the
SEC made some changes in the definition of filing SEC. According to Mr. Tamulis, savings are realtime, permitting greater flexibility."
ized ifthe document is submitted over the phone
The SEC clearly has a lot to gain from a paper - lines. ifit is a filing with a mag tape or floppy disk
less filing system. Each year the agency handles then the delivery time is about the same.
an estimated six million pages of information
"I doubt that EDGAR has reduced our filing
which has to be logged in, distributed to staff offi- costs significantly because after all we still have to
cers responsible for its review, and copied onto distribute annual reports and proxy materials to
microfiche. Summaries ofsome of the information our shareholders," Ms. Warwick said.
in the reports eventually are distributed by private
Mr. Tamu Is of Donnelley concurs, "For the
firms through computerized data banks but the next few years at least, there will still be a need for
lag time can be three months or more.
the printed prospectus. Until personal computers
Now with the EDGAR system, when a filing are as common as telephones or television sets, the
comes in, reviewers sitting at work stations in the printed document will still be the most common
division of corporation finance can call up filings way for getting financial information to the indion their computer screens almost immediately.
vidual investor."
"Our work stations give us access not only to
the filings themselves but to office automation The EDGAR Revolution
tools including spreadsheets and word processing.
The SEC plans to have the system fully operaIn addition, we are able to access external data- tional by the end of1986. At that time, filings subbases such as Dow Jones News /Retrieval Service, mitted to and approved by the agency will be in22

MANAGEMENT ACCOUNTING /JUNE 1985

st an t ly avai lab le t o anyo ne wi th a pers o nal
computer. Paper and microfiche copies of the
electronic filings will continue to be available at
the agency's public reference rooms throughout
the country.
The agency also forecasts that by 1988 all companies filing with the SEC will do so electronically. According to the Institutional Investor, with
10,000 companies currently submitting filings to
the SEC, the electronic database that EDGAR
could generate would undoubtedly qualify as the
richest mine of information anywhere on public
companies.
EDGAR, coupled with auxiliary software services, will enable investors to do sophisticated investment planning. During a recent interview for
a segment in the NAA Video Network series, Mr.
Shad elaborated on the ultimate advantages ofthe
system for the financial executive and the individual investor. "EDGAR will make it possible to
analyze data in minutes that would otherwise take
months. For example, an investor at home or in
his office will be able to display all of the listed
stocks that closed yesterday at less than six times
earnings, four times cash flow, and 75% of their
book value per share, that afford dividend yields
over 6% and have debt equity ratios of less than
25 %. It also will be possible to refine such lists
according to industry size and other criteria and
display the latest annual and quarterly reports,
and other documents of companies that appear to
be the most undervalued."
EDGAR Benefits the Investor
The EDGAR system represents a complete revamping of the corporate disclosure process. It
will enhance the review process by enabling analysts at the SEC to make all kinds ofcomparative
judgments or obtain information in terms ofwhat
the state of the law is and what the accounting
principles may be in connection with a specific
issuer.
Several improvements to the system will be
made very shortly, including full text search and
what the SEC calls the electronic file folder concept. According to Ms. Goodman, the electronic
file folder will make it possible for the agency to
keep any comment letters, any correspondence
from registrants, and examination reports —all on
an electronic mode. This will dramatically speed up
the review process by making vital documents
available to all levels of supervisors instantaneously.
Companies now participating in the pilot project applaud the SEC's efforts in taking on such an
ambitious project and are already realizing faster
filing times and the ability to increase the pace at
which they can go to market with new issues.
But the primary beneficiary within the next few
years will be the investor. EDGAR will replace
MANAGEMENT ACCOUNTING /JUNE 1985

The SEC employees are filling requests for
paper and microfiche copies of corporate
paper filings. Although EDGAR will computerize the process of retrieving corporate information, paper and microfiche copies (as
seen above) will continue to be available.

the current time - consuming methods involved in
retrieving corporate or shareholder information
from one of the SEC's regional or branch offices
by putting such information at the fingertips of
every investor with a personal computer.
As Kathleen Warwick ofMobil noted, "It certainly is in keeping with the SEC's mandate to provide
investors with as much information as possible while
encouraging better tools of analysis that will be used
to make better investment decisions."
23
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all CPA firms should think

about joining a voluntary quality

control program before government mandates one.

By Stephen P. Collins

Stephen P. Collins,
CPA, is a senior
auditor of Davidson,
Buccasio & Updyke in
Binghamton, N.Y. He
is a vice president of
communications of
Binghamton Chapter,
through which he
submitted this article.
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As Rep. John Dingell ' s Subcommittee on Oversight and Investigations continues its public hearings on the accounting profession, the need for all
practicing certified public accountants to participate in some form of self-regulatory program becomes more urgent . Most of us, both practicing
CPAs and management accountants, agree that
an escalation in government regulation of the profession is undesirable and, in the long run, would
prove much more costly than adherence to the already existing quality control standards.
The American Institute of CPAs' Statement on
Auditing Standards (SAS) No . 25 states that
"... a firm should establish quality control policies and procedures to provide it with reasonable
assurance of conforming with generally accepted
auditing standards in its audit engagements. The
nature and extent of a firm' s quality control policies and procedures depend on factors such as its
size, the degree of operating autonomy allowed its
personnel and its practice offices, the nature of its
practice, its organization , and appropriate cost benefit considerations ." Currently , more than
60% of firms with 11 or more AICPA members
have j oin ed the AICPA ' s Private Companies
Practice Section of the Division for Firms. ' Other

state - sponsored programs such as the New York
State Society' s Professional Achievement Registry
offer an economical way for small firms and sole
practitioners to embark on a quality control program. ' Although both organizations are growing
rapidly and indeed a large percentage of participants receive or are expected to receive unqualified or " clean " opinions, a true picture of the profession's overall ability to achieve quality control
is impossible to obtain without full participation
in some type of program.
The purpose of joining either or both of the
above organizations is to provide independent verification that audits are indeed being conducted in
accordance with generally accepted auditing standards, that compilations and reviews are being
performed in accordance with guidelines set forth
in Statements on Standards for Accounting and
Review Services Nos. 1 through 5, and that reports present financial information in accordance
with generally accepted accounting principles
consistently applied.
Because auditors of public companies must assure compliance with SEC requirements and because more than 90% of public company audits
are conducted by members of the SEC Practice
Sect i o n of t h e Ameri can In s t i t u t e o f C P As
( AICPA), I have limited the discussion to firms
MANAGEMENT ACCOUNTING /JUNE 1985

and sole practitioners performing audits, reviews,
and compilations of private companies.
PCPS and Self- Regulation
The Private Companies Practice Section of the
AICPA Division for Firms was created in the late
1970s in response to a perceived need for the development of regulatory authority within the profession, and to discourage efforts by government
authorities from imposing regulation from outside
the profession.
PCPS requires an extensive tri- annual peer review program of its member firms. Peer review
procedures are patterned after Statement on Quality Control Standards No. 1. Nine key areas are
examined by the peer review team which is composed of CPAs from other member firms:
1. Independence (General Standard No. 2 ) . s A ll
professional personnel should be asked periodically to review client lists and to attest in writing that they have no financial interests or relatives holding key positions with clients.
2. Assignment of Personnel (General Standard
No. 1 and Standard of Fieldwork No. 1). Policies and procedures for assigning personnel to
engagements should be established to provide
the firm with reasonable assurance that work
will be performed by persons having the degree
of technical training and proficiency required
in the circumstances.
Consultation (General Standard No. 1 and
Standard of Fieldwork No. 1). Certain personnel within the firm should be designated as
specialists in particular areas. Arrangements
should be made to consult with these individuals when needs indicate. If a firm lacks expertise in a particular area, outside consultation
should be sought.
4. Supervision (Standard of Fieldwork No. 1). All
working papers should be reviewed in order to
reasonably assure that they support the opinion rendered on the financial statements and to
provide the firm with reasonable assurance
that work performed meets the firm's standards of quality control.
Hiring (General Standards No. 1). Policies
should be established to assure the employment of competent personnel.
Professional Development (General Standard
No. 1). Minimum levels of continuing professional education should be established.
Advancement (General Standard No. 1). Requirements for and decisions regarding promotions should be appropriately documented.
8. Acceptance and continuance of clients (Standard of Reporting No. 4). Evaluation of existing and prospective clients should be made to
determine whether the firm's association with
MANAGEMENT ACCOUNTING /JUNE 1985

them is appropriate.
Inspection. Policies should be established to
determine whether the above quality control
procedures are being observed. A firm should
undergo an annual internal inspection in order
to properly prepare for the tri- annual peer
review.
In addition to these nine areas, a sample of engagements is selected from each partner's and
manager's client list and is given an in -depth review by the peer review team. Both the work papers and the report are reviewed for the engagemen t s selected (en g agemen t s mean i n g
compilations, reviews or audits; samples of each
are taken depending on the mix of services performed by the firm).

We must find a way to involve all CPA firms
in a quality control review process.

Upon completion of the review, a list of suggestions for improvement along with a list of matters
requiring immediate attention are delivered to the
reviewed firm. After clearing the firm's responses
to the suggestions and matters requiring immediate attention, the peer review team renders an
opinion.
If the firm receives a qualified or adverse opinion, a grace period is entered during which the deficiencies noted must be rectified. If compliance
cannot be achieved, the firm faces suspension of
its PCPS membership.
New York's PAR
The newly formed Professional Achievement
Registry (PAR) program, and other state society
programs like it, appear to be aimed at those small
firms and sole practitioners for which the peer review process is not cost effective, but who none
the less realize the need to uphold high professional standards. The PAR sets forth two specific criteria which must be met by its member firms during each tri- annual period. They are:
Each member firm that issues reports on financial statements must have three reports reviewed and accepted by the Society every three
years. Of these reports, one each should be in
the areas of audit, review, and compilation
with two or more in the highest level, if a member does not do all types of work.
All professional staff (both CPAs and non CPAs ) o f each memb er must meet cert ain
25

1. When comparative financial statements are presented, data in
the prior years notes should be repeated to the extent they con tinue to be ofsignificance.
2. Related party transactions should be adequately disclosed.
3. The classifications of inventory and the method of determining
inventory cost should be shown in the balance sheet or in the
notes.
4. A description of the capitalizations policies with respect to
property and equipment, maintenance and repairs, retirements
and dispositions, renewals and betterments, trade -ins, and so
on should be disclosed in the notes or in the summary of accounting policies.
5. When the accelerated cost recovery system (ACRS) is used as
the depreciation method for financial reporting purposes, its
acceptability under GAAP depends on whether the number of
years used are within a reasonable range of the asset's useful
life.
6. Information regarding leases should be adequately disclosed.
7. A five -year maturity schedule of long -term debt should be
disclosed.
8. The components of income tax expense should be disclosed, including taxes estimated to be payable, tax effects of timing differences, tax effects of operating losses, and investment tax
credits.
9. Disclosure should be made of the reasons for unusual relationships between pretax accounting income and income tax expense, and the nature of significant difference between pretax
accounting income and taxable income.
10. Policies regarding allowance for doubtful accounts should be
disclosed.
11. Adequate pension plan disclosures should be made.
12. Accruals for co mp en sated abs en ces sh o ul d be mad e if
appropriate.
13. Information as to the par value and number of authorized, issued, and outs tanding shares of capital stock sh ould be
disclosed.
14. The amount of net operating loss and /or investment credit carryovers and their expiration dates should be disclosed.
15. Reference to fo otn ot es sh ou ld ap pear on the financial
statements.
L1

p

Comments

Review

Peer

Here are some prevalent comments noted in PCPS peer reviews
and various state - sponsored reviews:

quirements cannot be met during that period, the
firm must reapply to the PAR,
Although the PAR requirements appear to be
much less stringent than the peer review program
of PCPS, such a program appears to comply with
the spirit of SAS No. 25 mentioned above, wherein "... the nature and extent of a firm's quality
control policies and procedures depend on factors
such as size... nature of its practice... and appropriate cost - benefit considerations." Moreover,
the Statements on Quality Control Standards
(SQCS) which serve as guidelines for the peer review process are imposed only upon members of
the AICPA Divi sion for Firms. No nmembers
need not comply with these comprehensive requirements. Indeed, the procurement of an inter nal quality control document which is necessary
for SQCS compliance would not appear to be cost beneficial for firms with less than 10 professionals.
Applications for membership to the PAR pro gram thus far have exceeded initial projections.
One might infer from this fact that many firms
that had previously been shut out of the quality
control process because of economic consider are interested in becoming involved in this
process.
Proce
The Importance of Continuing Professional
Education

If participation in the quality control process is
mandated, continuing professional education
(CPE) credits will no longer be optional. Indeed,
most states have already imposed minimum levels
of CPE requirements. Until such time as full self regulation becomes a reality, however, consider ation should be given to the importance of a structured CPE requi remen t program in all st ates
where no guidelines exist. Accounting and reportmg standards as well as income tax laws are in a
perpetual state ofchange. The introduction ofthe
microcomputer affects the techniques by which
CPAs provide services to their clients. The profession must therefore commit to an obligatory education program so that CPAs and their staffs can
familiarize themselves with new rules and rein force knowledge of old ones; such a commitment
will help to avert deviations from established profess i on al st an d ards an d t hu s add t o q ual it y
assurance.
Note: Stmrtses include:
vrSSCPA Newsletter published by FAE, May 1984.
Both the PAR program and the PCPS note fa,PCPS Ripwtrr published by AICPA. July 1983 and October 1983.
Nabra, Au CPA published by Nebraska State Society, August 1983. Article by Walter Wahke.
vorable results achieved by participants in each
'CPA Journal, September 1983 -- results of Louisiana Review Program.
program, although some chronic problems appear
to exist. The most common are in the area of fiminimum Continuing Professional Education nancial reporting (see "Peer Review Comments ").
(CPE) requirements.
Statistics seem to indicate that these problems are
not widespread. The number of firms agreeing to
Any member showing deficiencies in either of participate in these types of programs demon the above areas will enter a grace period during strates a considerable willingness to uphold high
which the deficiencies must be rectified; if the re- professional standards. But CPAs cannot stand
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before the public at large and claim that quality
work is assured throughout the profession without
full participaton from all practicing CPAs.
Everyone Must Participate
The fact that some firms and sole practitioners
have neglected to avail themselves of the quality
control process raises an interesting question.
How many of them could undergo an examination
and achieve satisfactory results? The favorable
statistics accumulated by each quality control program may be somewhat unrepresentative when
the number of nonparticipants is considered.
As noted, CPE mandates have been imposed in
a large number of states. State boards of accountancy can monitor CPE as a condition of licensing. So too could national and state societies monitor adherence to quality control guidelines by
their members. For the time being, however, information on the percentages of AICPA members
and individual state society members enrolled in
voluntary self - regulatory programs can be accumulated. The immediate goal should be to ensure
that all practicing CPAs in each organization are
attracted to participation in a quality control
program.
Each quality control program provides recognition to its membership in the form of publication.
An individual firm is then free to "advertise" its
membership in telephone directories and on its
letterhead. This practice identifies a member firm
as one that has committed itself to the upholding
of the highest professional standards.
Those CPA firms who have chosen not to join a
quality control program may not be committed to
such an end and perhaps could not pass the applicable tests. What therefore has been achieved?
Due recognition has been given to those who have
been firmly committed to providing quality services all along. Those who have expressed an interest in doing the same but who do not have the
resources to ensure continued compliance internally have been helped. But nothing has been
done to weed out possible willful violators and
those who do not care. It appears as though the
profession has not attained the main objective of a
regulatory process, whether self - imposed or government- imposed.
We can reasonably assume that if any type of
government regulations were considered, state or
federal, no practicing CPA would be exempt.
How then can any type of voluntary effort at self regulation fully achieve its goal of protecing the
users of financial statements and the public at
large? We absolutely must find a way to involve all
CPA firms and practitioners in this process. The results and effects of the current voluntary quality
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control system can only provide us with inconclusive evidence and, thus, the main objectives of
such a program may not be met.
In addition, state societies and PCPS should
strive to educate the general public and, in particular, users of financial statements including management accountants to the fact that such programs are essential in order to provide reasonable
assurance that issued financial statements are accurate and complete. Many financial statements
users are unaware of these programs and thus
cannot distinguish between firms who have committed themselves to quality assurance and those
who have not. However, full participation in quality control by all CPAs would eliminate a need for
distinctions between participants and nonparticipants. A united profession is much more desirable
and much more beneficial to those relying on financial statements.
Many professions have been criticized for being
unresponsive to the public interest. Some professionals have been purged from the ranks because
of violations of law and /or noncompliance with
Codes of Professional Ethics. The accounting profession has attempted to challenge firms to adhere
to higher standards of self - regulation than any
government could reasonably impose. Its purpose
has been to correct shortfalls and prevent them
from recurring rather than to punish offenders
and impose sanctions as a government might. The
accounting profession has come a very long way
in a short period of time and criticism of its efforts
is not in order at this time. However, if self -regulation remains voluntary and participation falls
far short of 100 %, governments may be tempted
to step in and impose rules, and professionals will
no longer control their own destiny.
CPAs, therefore, must continue to make the
long strides that have become so characteristic of
their self - regulatory programs. Competition is
healthy in any business or profession, but those
CPAs who compete against nonparticipants are at
a disadvantage because of the cost of initiating
and maintaining a good internal quality control
system. When high professional standards give
way to the pressure of low professional fees, a detrimental effect is felt by clients, users of financial
statements, the public at large, and professionals
themselves. The attempt at self - regulation that is
now in existence will lose credibility in the long
run if we cannot attain reasonable assurance of
participation by the entire profession.
❑

The profession
must commit
itself to an
obligatory
education
program.

'Roland E. Larson, "Self-Regulation: A Professional Step Forward," Journal of
Accountancy. September 1981. page 59.
'The arms self- regulation and quality control are used interchangeably.
'All references are to the ten auditing standards, i.e., three general standards, three
standards of fieldwork. and four standards of reporting.

27

Ho�VIf� ,to�Get

an

Efficien

t',Audit

accounting, our
`When I was in pubYanywherenearwhat

billing rates weren'
ey� ar e�t odayj� � s ou nd � f am il i ar ? �H ere' s
how to do something about it.

By Dennis L. Croysdale

• Achieving all deadlines within the agreed time
budget.

Corporate audit fees are like the weather: everybody talks about it but nobody does anything
about
it . At Dresser Industries we are doing someIL ,
thing about it. In fact, by focusing on the problem
we were able to save approximately 53,000 audit
hours over a four -year period.
Dennis L. Croysdale,
Minimizing audit cost requires efficiency. What
CPA, is internal audit
manager at Dresser is efficienpy7 Efficiency can mean several things.
Industries, Inc. He has
had 10 years' Often it is associated with minimum dollars being
experience in auditing billed . What is considered minimal may differ,
with a Big 8 firm. He
submitted this article however, depending on the eye of the beholder.
through the Dallas
Efficiency can mean minimum disruption to the
Chapter.
company during interim visits and at year -end.
Spending only minimal time at the company's premises can be considered efficient although one
does not know how much time is spent in the auditor' s own offices.
Auditors who meet all their deadlines, either set
by the company or themselves, and produce a professional finished product should be considered efficient. Again , the amount of overtime worked to
meet these deadlines may be more indicative of
the auditors' desire to provide good client service
rather than efficiency.
Efficiency from the external auditors generally
means:
28

• Keeping management informed , on a timely basis, of audit concerns as they develop so that
there are no "year -end surprises."
• Receiving no complaints from field locations.
The need for an efficient audit does not change
whether it pertains to a small company or to a
large multinational organization . The desire to
save audit fees and minimize disruption of accounting operations is the same in both.
In a small company, there usually are fewer accounting staff or management personnel who can
deal with the auditors. Therefore, from a "minimum of fuss " standpoint , an efficient audit is essential. Moreover, most small companies do not
have great resources to pay high audit fees. On the
other hand , communication between the auditors
and top management is probably less formal and,
as a result , they are likely to be more responsive.
Also, in a small company, there probably are fewer reporting requirements which may make it easier for the auditor to meet deadlines and thus appear more efficient.
In a large multinational organization, on the
other hand , audit fees can reach a staggering
amount and should be controlled as much as posMANAGEMENT ACCOUNTING /JUNE 1985

sible. Only through an efficient, organized audit
approach can the audit fee be kept within reason.
Of course, as everyone knows, the larger the audit
fee the easier it is to "bury" inefficiencies.
Many more people are affected by the auditors
in a large company. More people need to be involved with discussions and obtain explanations.
Because of this additional contact, the potential
for inefficiencies is greater in large companies
than in small firms. If the company operates from
several locations, the auditors may have multiple
offices involved and certain inefficiencies sometimes creep into the audit in the coordination of
those offices.
Common Efficiency Techniques
Before addressing some specific efficiency procedures to employ for either small or large companies, let's identify some common techniques. The
external auditor and the company person responsible for audit fees need to establish a good rapport with each other. The "we" vs. "they" syndrome over audit fees found in some
environments shouldn't be the case here because
both parties are seeking an efficient audit. Unless
the "we" vs. "they" attitude is eliminated, time
will be wasted talking about why the fee is too
high. Both parties need to be working toward a
common goal —a fair fee.
Company personnel must recognize an auditor's time is expensive, and any tasks that the
company can do for the auditors should be done.
Too many times, corporate staff relies on the auditors to do analyses or financial statements or the
tax provision calculation. Thus schedules that
could have been done for the auditors instead create "inefficient" audit time.
Both the company and the CPA firm need to
agree on the objective of the external auditor. Is
the external auditor strictly certifying to a set of
financial statements or is the auditor providing a
"presence" at a small distant location to possibly
deter any misuse ofcompany assets? Is the external auditor playing a role that should be carried
out by the company's internal auditors? Is an audit being performed to satisfy a statutory requirement rather than for U.S. consolidation purposes?
Is an audit performed even though some other
limited review or compilation would suffice?
Once there is agreement on what the true objective is for the external auditor, a lot of needless
discussion should be eliminated.
How to Improve Audit Efficiency
Many of the specific procedures for achieving
an efficient audit apply to both small and large
companies. Let's look at those procedures that
definitely apply to small companies first and then
those applying to large organizations.
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Pre -Audit Meeting. A good understanding of
the company's current situation needs to be established between the company an d the partner,
manager, and the senior. Only in this way can an
effective audit approach, addressing only the key
risk areas, be accomplished. This meeting should
be held well in advance of the preliminary fieldwork. With the CPA partner involvement on the
front end, any second guessing on audit scopes
and procedures at the end of the audit should be
eliminated. Any problems that were present in the
prior year need to be discussed early on so that if
they have been resolved, they are not "audited"
again.
Audit Assistance. Once the audit approach has
been decided and the audit programs written, the
controller should require a list of audit schedules
that the auditors will need before and during the
audit. Formats of the schedules and due dates
should be established and clearly understood. If
possible, one employee should be assigned the responsibility for ensuring that the auditors receive
all their schedules on a timely basis. In addition,

Dresser saves up to 300 hours of audit time
each year by transferring the primary burden for
determining audit scopes to internal audit.
the pulling of vouchers, invoices, and the like
should be a company responsibility and not done
by the auditors.
Even in a small company, auditors can ask the
questions of the wrong person and waste time
with incorrect responses or searches in the wrong
files. It should be the audit senior's and controller's responsibility that only the relevant company
people get involved with the auditors. The questioning of inappropriate staff personnel probably
cannot be entirely eliminated but. the fewer such
questions asked, the more efficient the audit.
Master Calendar of Events. A master calendar
of events is useful in determining whether both
the company and the auditors are on schedule in
completing their tasks. A master calen dar of
events is a chronological schedule of tasks or steps
that need to be completed during the course of the
audit. It not only has dates for each task to be
completed but indicates the individual with the responsibility to complete the task. The company
should be responsible for preparing this calendar.
Ifused properly, the master calendar ofevents can
serve as a critical path schedule.
Drafting Financial Statements. Regardless of
whether you are with a small or large company,
the financial statements are the company's re29
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sponsibility and not the outside auditor's. Because the time budgets, how do we stay on budget? It is
it
the company's responsibility, the company as much the responsibility of the company as it is
should prepare the draft financial statements as the auditor. It depends on how long the audit
much as possible and as soon as possible. The au- runs, but there should be some mechanism for the
ditor's role is to review the financials and not pre- auditors to report actual hours against budgeted
pare them. This responsibility means the company hours. There should be good communication beshould be as familiar as possible about new ac- tween the audit senior and the controller on anticcounting developments and disclosure require- ipated problems or tardiness in receiving audit
ments so that they can be considered when the schedules from the company. If these problems
drafts are prepared for the auditor's review. Rely- are addressed promptly with company officials,
ing on the auditors to prepare financial statements something can be done before they result in overis not productive use of their time.
runs. At some audits, every Monday morning or
Negotiation ofCurrent Hours and Fees. Compa- Friday afternoon the audit senior and controller
ny personnel must have sufficient information to discuss the progress of the audit and time incurred
discuss the proposed time requirements intelli- to date. This continuous updating of time ingently. To this end, a breakdown of time by audit curred keeps everyone informed and prevents misarea showing the prior year's actual hours and the understandings later. Whatever approach is taken,
current year's estimate should be required. This the key is good communication.
time breakdown can be used to ensure both parties are using the same information to discuss au- Improving Efficiency in Large Companies
dit emphasis. Where the external auditors want to
Assume a typical large company is similar to
Dresser. Dresser operates in more than 100 countries with more than 60 offices from the outside
audit firm involved in the year -end audit. There
The larger the audit fee, are more than 330 reporting units. Operations inthe easier it is to bury inefficiencies. clude heavy manufacturing plants, mixing plants,
mines, distribution facilities and service companies. In addition, there is a leasing company, a fispend their time indicates where their priorities nance company, two insurance companies, and a
are and they should and will audit what they be- real estate company. Dresser is very diverse, both
lieve is important. Their job is that much tougher in the nature of operations and geographic locawhen they also have to justify to the company the tion. SEC requirements must be met and most of
importance of what they want to audit. Because the overseas operations must comply with local
the company knows its accounting records and statutory requirements. Dresser is fairly well autobusiness so well, it is sometimes hard for company mated with most domestic locations and many
staff to understand why auditors think the way foreign operations tied into a central data processthey do.
ing center in Dallas,
The external auditor, however, must be in a poIt is imperative to do things smoothly internally
sition to explain why more or less time is neces- just to operate effectively, let alone obtain an effisary than the prior year. If the assessment of risks cient audit from the outside auditor. To that exand audit approach has been properly thought tent, there exists a highly automated consolidation
through, this should be a valuable discussion for process. Dresser employs standard financial reboth parties.
porting forms each month and a detailed standard
The company officials need to be able to illus- audit package at year -end. This audit package not
trate where internal controls are stronger than only serves to provide year -end financial and tax
perceived by the auditors, if the company believes information for consolidation purposes, but it also
too much time is being spent testing procedures. provides standard audit schedules for the outside
Merely saying that controls are not that bad is not auditor. Many of the schedules auditors would rereally sufficient to an external auditor. Any flow- quire for their audit purposes are already prepared
chart documentation, past favorable internal audit as a part of the standard audit package. It even
reports, and proof of lack of errors in the past includes a complete trial balance.
would be very helpful to illustrate the strength of
A strict timetable exists for each month's reexisting internal controls. In other words, if the porting as well as at year -end. The outside auditor
accounting records have proven to be accurate in signs off, more or less, on the same day each year.
the past and there is evidence of well- documented This is where the master calendar of events is very
internal controls, the individual audit scopes used important.
by the auditors should be reduced.
Even at a company whose operations are as diCommunication of Progress During the Audit. verse as Dresser's, there are some things that can
Assuming that there has been some agreement on be done to ensure a smooth, efficient audit, such
30
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as the following steps:
•
•
•
•

Standard reporting forms and procedures,
Fixed timetable,
Automated consolidation process, and
Standard chart of accounts.

But the real payoff in saving audit fees is how
the audit is coordinated and controlled jointly by
the company and the auditors. The key word is
"jointly." Management and the auditors work together to establish scopes and hours in Dallas before communicating with the other domestic and
international offices. This cooperation has been
the major reason why so many dollars have been
saved over the past few years.
How do Dresser and its auditors do it?
Establishing Scopes. Dresser's internal audit
function plays an integral part in assisting the external auditor in assessing risks and setting audit
scopes. Internal audit operates independently of
both corporate and the various operating divisions' management. Because of its knowledge of
the division's internal controls, internal audit is
most suited in advising the external auditor.
The first step is internal audit's. Internal audit
reviews operations giving regard to size, risks, and
any particular problems and suggests scopes that
should be applied to each division or entity. The
audit scopes can be full audits or statutory audits,
special examinations (audits primarily of receivables and inventory), limited reviews (overall review of general ledger accounts), or no work at
all.
Scopes are assigned by reporting unit, and then
internal audit determines if there is adequate coverage to permit the outside auditor to render an
opinion on not only the overall consolidated financial but also the various subsidiaries that require separate audit reports. This scope- setting
process has been automated by assigning letter or
number codes for each scope to each reporting
unit in the consolidation computer file. By running a sort routine it is determined, on key financial amounts (i.e., inventory, receivables, total assets, sales and net income), what the audit
coverage is by each of the scope categories. Then
the output of this process is presented to the outside auditor which reviews it from its perspective.
Once the auditor has reviewed it, the CPAs and
internal auditors then get together to discuss
where they would like to change scopes and come
to an agreement.
The entire process places most of the burden on
the company, through internal audit, to establish
why a certain scope should be followed at a particular location. Except for the complexity, this
process is really no different from a small company where the company personnel need to justify
MANAGEMENT ACCOUNTING /JUNE 1985

why less time should be spent on one audit category versus another. By transferring the primary
burden from the audit firm to internal audit, the
company ensures that the outside auditor is in a
position to review the ideas of internal audit rather than spend a lot of time on its own. Dresser
estimates that it saves between 200 -300 hours of
expensive manager and partner time each year by
following this process.
Identifying Target Hours. Once scopes have
been agreed to, internal audit has the first crack at
applying "target hours" for each reporting unit.
What are target hours?
As a means of trying to limit the audit hours
spent at a given location, the coordinating office
of the outside auditor sends out target hours to
each office. These target hours are not a totally
restrictive cap, but they indicate the approximate
time that Dresser management and the coordinating office of the external auditor expect the audit
to take. The international performing office still
needs to prepare a detailed audit plan and develop
a fee estimate. But the target hours serve as a

The real payoff in sa ving
audit fees is how the audit
is coordinated and controlled jointly.

guide. For domestic offices, the coordinating office reviews all programs and scopes for each office and works closely with them to set up time
budgets.
Experience has suggested that it takes two to
three years before the performing offices really get
used to the concept. Many times the final fee estimate is less than the target. When the estimate exceeds the target, the performing office needs to explain why.
The objective of target hours also is to make the
coordinating office do more than coordinate the
other offices. An objective is to get the coordinating office to help control audit hours being incurred at these other offices.
Reviewing Audit Instructions. The company also
should be involved with the audit instructions sent
out by the coordinating office of the outside auditor to the performing offices. These audit instructions can add work or reduce work at the outlying
offices. Thus, how the company influences the audit instructions has a bearing on the audit fee.
First, the audit instructions are the responsibility of the outside auditor. The company usually
cannot demand changes to the audit instructions.
But, assuming there is a strong rapport between
31
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the auditors and company personnel, they should
be able to work together to develop audit instructioris that communicate exactly what needs to be
d o n e to sat is fy th e co o rd i n at i n g offi ce's
requirements.
The audit instructions usually contain explanations of the audit procedures to follow for each
audit scope. They may even include audit procedures to carry out for particular audit areas. In
the audit instructions for Dresser for the overseas
offices, there is a step-by -step procedure for performing a limited review with suggested hours for
each step. In working with the auditor in development of the program, Dresser has learned that the
more detail in the program, the better. It is wise to
be specific on limited reviews and not permit too
much latitude. How the coordinating office interprets a limited review scope may not be the same
as it is interpreted in Paris, France or Sao Paulo,
Brazil. This approach cannot be applied when a
full audit or statutory audit is being performed becau se th ere are certain req u ired audit procedures.
F o r a lim it ed e x a m in a tio n , h owever, it m akes
sense.

The audit instructions also should include a calendar of due dates that interfaces with the master
calendar of events already prepared by the company. Knowing ahead of time when things are due
and what is expected is essential if the audit is to
be completed on time. Merely sending out a calendar of due dates is not sufficient if this action is
not followed up and enforced . With international
offices involved, sending a reminder telex a week
before the due date is a good way to alert an office
of an upcoming deadline.
Establishing Local Accountability. Another important element in controlling audit foes is to ensure that local management is held accountable
for the audit hours. Dresser, headquartered in
Dallas, is too far removed from the specifics of the
audit at another location to control effectively the
audit time being spent . To this end , the company
requires that local controllers review the audit
hour estimate by audit area and concur that the
audit emphasis is appropriate. For the auditor's
domestic offices, Dresser asks that the name of the
co m p an y p erso n n el wh o reviewed the audit hour
estimate be in dicated o n the fee estim ate form s re32

helps to assure that the estimates were discussed
with local management.
After the audit has commenced , the local auditors and local management should be monitoring
the audit hours as the audit proceeds. Again, they
are closest to the problems which should be resolved at the local level . For any anticipated overruns, the auditors are advised to inform corporate
officials promptly , after discussion with local
management, so that the impact on the overall fee
situation can be assessed.
Using Internal Auditors Another technique in
achieving an efficient audit is to use the internal
auditor. This technique depends on the availability of the company 's internal audit resources but,
if relied upon, can directly reduce audit hours.
The internal auditor can do compliance testing
work normally performed by the outside auditor.
With very large internal audit staffs, there is the
possibility that audits of entire divisions or companies will be performed by the internal auditors
on a rotating basis . At the very least, the work
performed by the internal auditor during the year
should be made available to the outside auditor so
that whatever has been done can be considered
when setting audit scopes.
Because internal auditors frequently perform
operational audits in addition to financial audits,
there's no guarantee that audit hours always can
be reduced based upon internal auditors' workload. Still, this is no reason for overlooking the
work done by the internal auditors.
Much of what I have covered here is common
sense. If there is a good rapport between the auditors and the company , there is probably a good
line of communication . If there is a good line of
communication , and everyone is objective, the discussion on audit scopes and fees should be useful
and productive.
It is critical that company officials recognize
that an auditor ' s time is expensive and that the
company should do as much as possible for the
auditors. Dresser has tried to do as much as possible in scope setting and establishing target hours
so that the auditor is placed more in the role of reviewing the company's work and making decisions rather than doing a lot of the work.
The objective of every large company should be
to get the coordinating office to control the audit.
Involving local managers and getting them concerned about audit fees is also important . Finally,
establishing good internal controls and being able
to prove to the auditors that those controls are operating should reduce audit fees.
By following these common sense techniques
and procedures with the company and the auditors working together, audit fees should and can
be reduced significantly.
❑
MANAGEMENT ACCOUNTING /JUNE 1985

How to Fly the AFriendly
Skies of T &E
Why did your company pay $670 for an airline ticket to L.A.
when it should have paid only $270?

By Denis W.

Day

There's an upheaval happening in the travel industry. The changes will dramatically affect the
way we all manage our travel and entertainment
budgets. And only those companies that keep pace
with those changes and their travel purchasing
and accounting systems accordingly will be able
to claim maximum efficiency.
You can make a positive impact on your bottom line, on profitability, by decreasing the cost of
business travel, not by decreasing the amount of
your business travel activity.
If you were going to book a hotel room in New
York, would you pay $82 a night or $148? Would
you pay $270 for an airline ticket to Los Angeles,
or $670? Incredible as it may seem, most companies pay the higher price, and probably unnecesMANAGEMENT ACCOUNTING /JUNE 1985

sarily. But why haven't companies looked more
closely at these costs?
Simply because many companies actually believe little can be done about controlling business
travel expenses, other than monitoring expense reports or cutting back on all expenses. Moreover,
most companies do not have strong in -house travel management expertise th at will k eep them
abreast of the opportunities for the savings. Yet
scrutiny of business travel is critical to the bottom
line, and here's why.
First, the dollar figures are huge! Business travel is expected to total over $100 billion in 1985.
Research shows it usually represents the third
largest controllable expense for most companies,
directly behind salaries and data processing. One
recent survey of a thousand companies, conducted
by Runzheimer, a respected travel management
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research firm, revealed that the average cost for
business travel and entertainment amounted to
$9,882 per traveler, up 11.6% from 1982. Many
companies spend $5 million, $10 million, $20 million, or over $100 million annually on business
travel. If your company spends less, you can still
benefit by changing your perception of business
travel spending,
Second, the deregulated travel industry is
changing, sometimes daily. There are new ways of
tracking expenses and new ways of buying transportation. Companies that do not keep up with
these changes are missing the boat.
Third, we work in an era where only the strong,
or perhaps more significantly the efficient, will
survive. Yet, while management looks at improvement in cost - effective staffing, manufacturing, and
transportation, it continues to neglect an area
with similar and significant potential for positive
bottom -line impact.
What are the costs involved in business travel
and entertainment expenses? Where are compa-

Business travel, expected to total
more than $100 billion in 1985,
is the third largest controllable expense.

nies spending the dollars? According to the Runzheimer study: air travel is approximately 44 %;
lodging, 25 %; meals, 14 %; car rentals, 10 %; and
entertainment, 7 %.
Harder to track are the hidden costs: administrative costs including expense report reconciliation and payment, auditing, data processing, and
bookkeeping costs which are estimated to be a $3
billion annual expense for American businesses.
All of these categories can be affected by more
contemporary and productive travel management.
Most companies simply use very traditional travel
expense management systems. Most companies
handle their business travel expenses the same
way they did when mail carrier planes became airlines and flight attendants were nurses. In fact,
most companies do not plan for and purchase
business travel like any other product or service
they buy.
Think about these travel industry facts published by Runzheimer:
• 44% of all companies do not have a written
travel policy.
• 72% do not have a policy on the use of specific
hotel accommodations.
• 58% have not negotiated special discount rates
34
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with hotels.
14% have not negotiated rates with car rental
firms.
Very few, if any, have negotiated rates with
airlines.
Most are not even aware of how much they are
spending totally by subsidiary or division.
Nearly four out of five companies issue permanent or temporary cash advances. This means
th at mo st co mp an i es h ave "n e g a t i v e "
float
they are paying out cash in advance of
... spent.
its being
Most companies are not making adequate use
of thei r travel agencies. For exampl e: The
Runzheimer survey found 62% of companies
do not have a written agreement with their travel agency. In most cases, the agency doesn't
have a copy of the company's travel policy. In
49% of the cases, the agency doesn't provide
management reports on employees' travel expenses or patterns.

But it doesn't have to be like that. Our consulting experience has shown that companies can save
a solid 10% to 30% by simply putting in place
policies and systems to eliminate waste and improve efficiency.
The Six Basic Problems
There are six basic problems related to business
travel spending.
Problem One. The company probably does not
have detailed information on its total costs corporate -wide. There is probably little communication
about travel and entertainment expenditures between divisions and departments. If those corporate -wide figures were known, companies would
be more concerned, perhaps even alarmed, about
how business travel is bought and accounted for.
Problem Two. As a result of not knowing the
numbers, the company is not using all of its leverage in negotiating with travel vendors.
Problem Three. The company may not have a
written travel policy; if it has, it may be outdated,
or not enforced.
Problem Four. The company is not making adequate use of its travel agency.
Problem Five. There's a prevailing attitude
among most employees that when they're traveling it's all OPM, Other People's Money, with the
attitude "It's not important for me to be cost conscious when it's not my money."
Problem Six. The travel industry is changing on
a daily basis, and most companies do not have the
in -depth travel industry expertise that will enable
them to take advantage of these changes. Senior
management must realize this responsibility must
be initiated by them. The job should not be delegated to traffic managers, senior purchasing
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agents, or anyone else in the organization who
do es not have a s t ro n g t ravel i n d u s t ry
background.
The Six Basic Solutions
These are the problems, now let's talk about the
solutions.
Solution One. Management must increase its
awareness about where and how much the corporation is spending on travel and entertainment
(T &E). And not just the home office, but across
every division and department. Without that information, companies simply can't control business travel costs.
If companies know what they are spending
across all divisions they can control costs more effectively. The solution is to know not only totals,
but how much is being spent in each travel category—by airlines, hotels, car rentals, entertainment,
and so forth. They even need information on air
travel by destination. How many airline flights
and where? How many hotel rooms and what cities? How many car rentals and what cities? Capturing this information is extremely difficult and
time - consuming. But it's the number one task in
developing a solid cost control system.
There are other techniques that can be used today, if your company has established a track record with travel suppliers. For example, your travel agent can help with records of corporate office
travel. But, unless your entire company uses the
same travel agency, which is unlikely, it may be
difficult to obtain records for far -flung offices and
divisions.
Car rental firms may be able to provide you
with information, if you have specified which
firms to use. Multi - purpose credit card companies
such as Diners and American Express can give info rmat i on o n th os e ex pen di t ures th at were
charged to their credit cards.
These vendor analyses will help you begin to
collect comprehensive data. But it is only a part of
the solution. They can provid e on ly l imit ed
information.
The key to any savings is having complete detailed information.
Solution Two. How does a company go about
using leverage to negotiate with vendors? Just as it
would in any buying situation. Companies do not
have to take the standard corporate rate if they
have substantial volume. Or, they can borrow volume by buying through a consortium of travel
agents, or other buying services. Use this corporate or group buying power to get the most favorable rates with hotels, car rental firms, travel
agents, and even airlines. Then include these specified vendors in the travel policy— stating that employees must use these suppliers.
Solution Three. All companies, no matter what
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Very few, if any, companies
have negotiated rates with airlines.

their size, should have a clearly defined and strictly enfo rced written travel policy. The policy
should be endorsed and presented by top management and clearly communicated to all employees,
especially new ones. Verbal communication of
policy without written back -up leads to misunderstanding, creative expense report writing, and
waste. The policy should include rules on advance
planning of travel, a way to save on airline fares, a
policy on frequent flyer bonus programs, the use
of particular suppliers, the requirement to have receipts from every reasonable expenditure, specific
acceptable spending levels, and other similar information. The policy should be very specific and
monitored by managers.
Solution Four. The travel agency can be very
useful in implementing and maintaining company
travel policies. Use only one agency, and select
that agency on the basis of automation, its network of offices, availability of 800 numbers, the
caliber of management reports it can provide, and
other services it can make available. Make the
agency aware of your travel policy and have the
agency report exceptions to the policy. Have the
agency guarantee the lowest available airline fare
at the time of ticketing.
Using one agency means that special ticketing
arrangements for divisions or offices in other parts
of the country will have to be developed, or that
you will have to find an agency that is part of a
network. But the increased leverage gained by
working through a single agency is well worth the
initial effo rt. However, the corporation also
should analyze if it should get into the travel business as microcomputer reservations systems become available from the airlines and other industry sources. The airlines and larger agencies may
not always be able to fulfill your business travel
35

Most
companies are

not making
adequate use
of their travel
agencies.

needs cheaper and with more expertise and professionalism than you.
Solution Five. I've discussed OPM, Other People's Money. Every level of management needs to
help employees understand that business travel
funds are not other people's money. The bottom
line affects us all... and business travel expense
affects the bottom line. It affects pension contributions and profit sharing, job security, the health of
the company, long -term financing, and growth.
It's really your own money.
Solution Six. This is the last, but perhaps most
important, issue in managing travel expenses.
Namely, companies simply do not have and, up
until now, have never needed internal travel industry expertise. It's interesting that we don't expect our sales managers to be accountants, nor do
we expect our engineers to be sales experts. Yet
we often put the accounting department, secretaries, or general administrators in the difficult position of being travel industry experts. That expertise can be developed internally, but it takes hard
work and a lot of time.
Future Ways to Handle Your Travel
I mentioned earlier that the travel industry is
undergoing upheavals that offer great opportunities for corporations. Here are some of the opportunities that you'll be offered in the months ahead.
With the ai rline deregulation, ai rfare wars
seemed to go on constantly. In the future, fare
wars will still continue in specific markets where
competition thrives. But they have also served anoth er p u rp o se; they paved th e way for the airlines
to b e m o re flexib le in airfare n egotiations.
Begin n in g th is y ea r, tr av el a ge nt s no longer
have th e ex clusive righ t, alon g with airlines, to sell
airlin e tickets. Th is m ea n s th at the airlines —no
mat ter wh at th ey say t o t ravel ag encies —can and
will sell tickets d irectly to co m p anies at reduced
rates. Th ese tick ets will b e so ld at a volum e disco u n t, or at who lesale. Th ere h as already been an
agreemen t between Gen eral Electric and Delta for
th is ty p e o f arran gem en t. Yo u r com p any already
can p u rch ase airline tickets b etween specific cities
at a d isc o u n t. Th is is an o b vio u s p urcha sing oppo rtu nity , an d it g rap h ica lly illu st rate s t he n eed
fo r c o m p a n ies to trac k th eir b u siness tra vel pattern s accu rately .
Wh ile th at d ev elo p m e n t tak es place, tra vel
agen cies an d o th e r ticke t o u tle ts w ill eventually
b u y tickets wh o lesale an d m ark t hem u p, ju st as
wo u ld an y retailer, ad d in g a fe e ba se d on the
am o u n t o f s erv ic es to b e p r o v id e d. Air lin es are
n o w read y to sell b lo cks o f ticke ts in ad vance to
tra vel a gen ts to m ark et as t h ey w ish . The y'll do
th e sam e for co rp o ratio n s.
If y ou can im agine y o urself making reservations
an d gettin g y o u r actu al ticket th rough your hom e
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computer, you can easily im agine the next step for
corporations. Th es e ch an ge s a re going o n now,

and they will be having a major impact on how
your company buys, accounts for, and administers
its travel.
How You Can Position Your Company
How can you get your company ready for this
new environment so it will be state -of -the -art in
managing travel budgets? First, put in place some
of the techniques I discussed earlier. Find out
travel costs corporate -wide to use leverage. Or find
ways to tie -in with travel buying services to use
your buying power. Have a written travel policy
and enforce it. Consolidate your spending with
one travel purchasing source. Overcome the OPM
problem ... and begin to hire or develop industry
expertise internally.
The next step! Begin to make use of the micro
and mainframe computer power you already have.
Computer software is already in development that
will allow employees to input every expense report
directly into m icrocom puters. These system s will
be able to check mployee's figures, keep track of
cash advan ces, re co nc ile ve n do r in vo ic es , and
show cr ed it s d ue to t h e em plo ye e o r co m pa ny .

The software systems, when needed, also will give
you the capability to rebill your business travel expenses easily and accurately to your clients. The
systems will save you time and staffing. They also
will give you electronic expense reports from any
office in the country with the ability to consolidate that inform ation.
Inform ation developed from this data will have
your com pany well positioned to strike significant
rate agreem ents with travel suppliers. Or you can
even sell or share your buying power with others.
Your biggest task will be to help your senior managem ent re alize that the trave l industry is undergo in g un pr ec ed en te d ch an ge s that will perm anently affect the way com pan ies pu rc ha se a nd
account for travel. Com panies will have to be alert
to new ways of purchasing travel.
Surprisingly, there are techniques for im proving
em ployee m orale by making these changes. Th e
changes also will im prove your com pany in m any
tangible and intangible ways, but in all cases they
will be positive events.
Over th e year s, pow erful m anager s have often
moved up w ith in th eir o rga niza t io n because of
their exp ertise in accounting, finance, dat a pr ocessing, or m arke ting. Th is is th e day of a "new"
manager, the individual who initiates and controls
systems, who helps organizations becom e m ore efficient, m ore pro ductive, and m or e cost effective
at e very level. One who re aliz es w e a re in a new
business en vironm ent. On e w ho d e m a n d s reactions to contem porary opportu nities. Th e travel
industry changes represent one of those.
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The culmination of systems analysis is a model: a
model of the existing system and a model of a suggested modified or new system. The relationships
between analysis and design are depicted in Figure 1. The systems design phase uses explicit, deductive systems approach techniques to develop
the recommended modified or new system.
A macro flowchart of the systems analysis and
design phases that can be used to develop an accounting information system is depicted in Figure
2. As shown, Subphase 1 of systems analysis results in a project initiation document, sometimes
called the preliminary problem definition. Such a
document normally includes a statement of the
problem, incidents surrounding the problem, a
statement of why the problem is being reported,
and project disposition. As noted in Figure 2, the
project initiation document is reviewed by management which recommends one of three courses
of action: stop, modify the document to more
clearly define the problem, or continue, that is, to
Subphase 2.'
Subphase 2 represents a brief analysis terminating in a preliminary feasibility report. Because this
phase may last several weeks or months, two
built -in controls are shown in Figure 2 as part of
the preliminary study. First, periodic project status reports are prepared and, second, as in Subphase 1, the preliminary feasibility report is reviewed by management. The report provides a
basis for further systems development work (e.g.,
Subphase 3, the detailed analysis phase).

preliminary feasibility report should contain the following information: reasons for the
study, objectives, areas to be studied, problem areas, method of approach, indication of potential
behavioral problems and how to overcome them,
rough estimates of time to complete project, expected benefits upon project completion, estimated cost to complete the project, estimated number
ofpersonnel required for detailed phases, periodic
reporting schedule, and, rough estimate ofproject
completion date.
The last step in the system analysis phase is to
prepare the final feasibility study. This document
should identify the real problem study area, which
may differ from the problem specified in the preliminary feasibility study.
The final feasibility study should include restatement of reasons for the study, scope/boundaries, and objectives and problem areas. Final feasibility also should contain a description (model)
of the present system (inputs, processes, outputs/
reports, controls /feedback, efficiencies, inefficiencies and interactions), specification of feasibility
by category, and recommendations (model of
modified /new system). If the document is accepted by management, the analyst can begin the systems design phase.

Michael J. Cerullo is
visiting professor of
accounting at
Louisiana State
University. A CPA, he
received his Ph.D.
degree from LSU. He
submitted this article
through the Denver
Chapter, of which he is
a member.

There are basically three approaches a systems
analyst can take when confronted with designing
an information system. First, he or she may use
the traditional or classical approach by simply
modifying or improving the existing system. Sec37

ond, he or she could ask the managers what information they need and design a system to meet
those needs. Or third, the "systems approach" can
be used.
The first approach results in studying the functions performed in the organization or subunit being designed and automating them. This approach
produces large volumes of data and little informa-

Figure 1.
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AL
tio n th at can b e u sed to make d ecisions. Often referred to as th e " in d u ct ive ap p roach " to s ystem s
design, th e a n aly s t st u d ies th e exis ting data and
fro m it determ in es th e sy stem 's objectives. This

analysis results in the development of functionally
isolated, hierarchically oriented data systems.
The second approach may not produce an optimum information system, simply because many
managers are not aware of the kinds of information available or which can be helpful in managing
the company or organization subunit. What the
information manager wants is not necessarily
what is needed. As a result, the analyst will design
a sy stem th at p ro vid es m an agem ent with an overab u n d ance o f un filtered an d o ften useless data.
Th e th ir d ap p roach to sy stems design should
resu lt in th e develo pm en t o f effective and efficient
in tegrated in fo rmatio n system s, Th is a p pr oa ch ,
freq uen tly called th e "sy stem s ap proach," is illustrated in th e righ t -h an d p o rtio n of Figure 2.
Macro design con sists o f d eterm ining objectives,
decisio n s, an d u sers' in fo rm at ion needs. On c e
m an agem en t ap p ro ves th e m ac r o de s ign documen t, an d th e p eriod ic p roject status reports, any
ad d itio n al co n strain ts are reviewed. Then, if m anagem en t feels th e c o n st rain ts a re not bind ing, it
gives ap p ro val to the micro system s design phase.
Micro design con sists o f the following steps: Designin g o utp uts /rep o rts, pro cessing m ethods, inpu ts /d atab ase, and co n tro ls.
Mac ro Des ign Ph ase
DETERMINING OBJECTIVES
Th e first step in ap p ly in g th e system s approach
is to determ ine the o bjectives o f the system or elemen t b ein g a n aly zed an d d esigned. Objectives
m u st b e b o th m e an in gfu l an d m e asurable . Question s th at will aid in settin g ob jectives are: What is
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the pu rp os e of th e sy st em ? Why is it needed?
What is it expected to do? Who are the users and
what are their objectives?

For example, assume that the analyst is studying the order processing system. First, he or she
would determine the specific objectives. Next, a
method would be selected that could measure progress toward achieving the objectives. Three objectives identified by the analyst might be:
Decrease the time it takes to process an order; attain an average order processing time
of 24 hours. This objective could be measured by comparing the order - receipt log
time -in with the shipment log time -out.
Reduce clerical errors in processing orders.
To measure achievement, a total error count
should be made for a 30 -day period to establish an error rate base. This base rate then
sho uld b e com pa red w ith t he cu rre nt rate,
the goa l b eing to gr adua lly re duce th e r ate
to one error in 100 orders.
Im pr ove c us to m e r service. Th is co uld be
m easur ed by counting th e num b er of item s
back - ordered. The goal might be to have
95% of all orders filled com pletely.
Thus, it is critical to s et object ives tha t can be
m eas ured an d to def ine a goal that will indicate
when each objective is m et.
DECISIONS
Th e ne xt step (see Figure 1) is to d et er m ine
what decisions m ust be m ade to r each the objectives. How are these decisions m ade? How should
the m anager m ake t hese decisions? Wh at im pact
will t he de cis io ns ha ve on th e c om pan y's p rof it
m ar gin a nd ot her c onc er ns? In o the r wor ds , t he
company
must
id e n t i f y
d e c i s io n
interrelationships.
By doing so, related decisions will be grouped
together. This process, in turn, should assure subsystem integration. One way to integrate subsystems' decisions is to set up a matrix representation
o f c e r t a in ty p ic a l de c is io n in t e r a c t io n s a n d
interrelationships.
Referring to the order processing system exam ple, a p a rt ia l list of c ons ide rations co u ld read:
Who should be denied service because of poor
credit? When is the sales order ready to be proces se d? H o w m u c h sh o u ld th e c u s t o m e r be
charged? Where should the order be shipped?
Where should the bill be sent? How should the inventory be arranged? When should an item be reorde red? Ho w m any units sho uld be ordered?
When should an item be discontinued?
INFORMATION NEEDS
The next step is to determ ine what inform ation
MANAGEMENT ACCOUNTING /JUNE 1985

must be available for decision making. Every
manager— whether in the strategic, middle management or operational decision - making levels —
needs information for planning and control.
The information generated from the system
should be tailored to the specific level of the decision maker. For example, at the strategic decision making level most of the manager's time is spent
in long -range planning, as opposed to controlling.
Hence, he or she needs highly condensed, mostly
external information on a less frequent basis than
the other levels of decision making.
Useful information must affect behavior and be
relevant, timely, accurate, complete, understandable, objective, and cost justifiable.
It also must increase certainty and decrease risk
and be communicated in a suitable way to the decision maker and minimize "noise." In addition, information must be relatively free from error and bias,
and, in the long run, it must increase the profitability
of the company. Such information must encourage
goal congruence and be tailored to the management

Figure 2.

level. Information overloads must be avoided. It must
provide only the strategic or critical information
needed to manage the organizational subunit. Finally,
it must provide management with detailed background when required.
Continuing the order processing system example, the information required for making the decisions posed in the previous section would be as
follows:
Decision: Who should be denied service?
Information
required: Credit policy, credit standing.
Decision: When is the sales order ready to be
processed?
Information
required: Edited orders available, control total available, batch size, batch control ticket available.
Decision: How much should the customer be
charged?
Information
required: Product ordered, unit price, units

Macro F lowchart of Sys tems Anal ysi s and Des ign
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Periodic
project status
reports

Decision:

Information
required:
Decision:
Information
required.•

Decision:

ordered, discounts, taxes, shipping
charges.
Where should the order be
shipped? Where should the bill be
sent?
Billing address, shipping address.
How should the inventory be
arranged?
Warehouse facilities available,
types of merchandise, merchandise
turnover, merchandise picking
procedure.
When should an item be reordered? How many units should be
reordered? When should an item
be discontinued?

packing section? Or should the study be extended?
If the study is confined, he or she may spend considerable time in analysis only to discover that the
true problem defined by management is only a
symptom of the real problem. At the first benchmark —the preparation of the system proposal
document —the analyst should convince management that the true problem may or may not be in
the handling and packing section. He o r sh e
should point out that the finishing department interacts wi th many o ther syst ems. Flowcharts
could reveal the interactions among systems or
could disclose that the real problem may lie in the
quality control department, in purchasing, in the
machine department, or elsewhere.
Perhaps the purchasing agent is buying inferior
materials; the quality control department may be
using an ineffective inspection system, or perhaps
the machinery is out of calibre.
Micro Design Phase

The analyst must ask:
What is the purpose of the system
and why is it needed?
Information
required:

Inventory turnover, reorder lead
time, economic order quantity,
safety stock policy, remove from
stock policy.

Determining Constraints
Determining constraints that could affect the
design of the study area is the next step. Internal
constraints include those imposed by management, such as time and /or manpower constraints,
cost constraints, limiting study constraints, and
constraints imposed by the systems analyst. External constraints include those imposed by customers, governmental bodies, competitors, politics,
social groups and legal bodies. In many cases, limiting constraints imposed by management may
prevent the anal yst from uncovering the real
problem.
Consider the following scenario. Top management calls in an analyst to assist in correcting a
problem in the final finishing department. Apparently, units are backlogged and jammed up. Much
breakage and waste occurs during handling and
packing. Because the problem is occurring only in
the handling and packing section, management in
preparing the project initiation document requests
that the analyst restrict the study to that section.
Management is positive that the other sections are
efficient and do not need examination.
What should the analyst do in this situation?
Should the study be confined to the handling and
40

OUTPUTS /REPORTS
The outputs required from the system can now
be designed. The following questions should be
answered when designing the outputs: Is the cost
justified by the benefits? Are the users' requirements accurate? Could two or more reports be
combined? What is the stated frequency of the
output? What is an appropriate format for the
output? Should the output be on demand rather
than automatic?
To ensure use, the analyst should standardize
report formats and headings, simplify the reporting structure, and see that information produced
fulfills information needs.
PROCESSING METHODS
After designing the outputs /reports, the analyst
moves to the next step in the systems approach
illustrated (See Figure 2), which is to determine
the processing methods needed. Should the processing method be manual, mechanical, electronic, or a combination of methods?
If the analyst decides to use a computer, should
the company purchase or lease an in -house computer? Or should an off - premises batch or timesharing service bureau be used? What size computer should be used? Are the benefits from the
proposed system greater than the costs? 2
INPUTS /DATABASE
Input design should not be overlooked in applying the systems approach. Items to be considered
include the user of the form, its size, color, cost,
number of copies needed, and format.
In the design of the forms there are several concerns: Is the title distinctive? Does the title indicate the use? Are all copies necessary? Should the
form be made into separate forms? Can the form
MANAGEMENT ACCOUNTING /JUNE 1985

Figure 3.
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be combined with another form? Can an existing
form be used? What are the obj ectives of the
form? What decisions are made using the completed form? What information is needed for the
decision? Does the form contain the relevant
information?
At this stage, the analyst is in a position to design the databases. The database is developed
from both internal data produced by the firm and
external data generated by the environment. Most
internal data are gathered from the transaction or
clerical processing system and are accounting or
financially oriented. These include personnel and
payroll data, marketing data, order entry data,
production data and financial data.
ESSENTIAL DATA ONLY
Internal data are converted into the internal information base by the firm's information system.
After the analyst determines the objectives of the
system(s) being designed, it must be determined
what decisions are needed to reach these objectives and what information is necessary for decision making. The analyst should allow only essential data to enter the system. Next, the data are
stored, processed, and generated into useful information which becomes part of the internal data or
information base. The information is communicated to the appropriate management levels for
decision making regarding organizational goals.
In addition to internal data, top and middle
management levels need data obtained from the
external legal, political, social, economic, technological, and competitive environments. The exterMANAGEMENT ACCOUNTING /JUNE 1985

nal database is converted into the external informat i o n base an d i n co rp o r at ed in t o th e
information system, where it is used by the appropriate management levels.
Defining the database — the first step in database design —consists of determining the current,
master, and other files needed, the data elements
needed on each file, the relationships among the
files, and the database classification needed for
computerized applications.
After defining the database, the analyst should
determine the physical, logical, and technical
structures. Physical structure is concerned with
selecting the correct storage devices, and logical
structure with how data is organized on the storage devices. If the database is to be computerized,
the logical structure can assume one of three
modes — sequential, random, and indexed sequential access. Technical structure, concerned with
the linkage of records and files, includes a list approach, ring structure, inverted index, and chaining approach.
After the analyst structures the database, it is
necessary to determine the data classification plan
needed for each user; codes needed to store the
data on the physical storage devices; the physical
and procedural controls necessary to protect the
database from error; loss, destruction or unauthorized access; and a strategy for overall coordination and management of the database.
CONTROLS FEEDBACK
Although the design of controls is listed as the
last step in applying the systems approach, this
41

step is actu ally an on go in g p rocess. Figure 3 represents the type of internal and external control
s y s t e m s p r e s e n t in a l m o s t a ll b u s i n e s s
organ izatio ns.
As in dicated , th e bu sin ess o rganization consists
of in p u ts, p ro cesso r, o u tp u ts, and control system
com p o n en ts. Organ izatio n al in p uts include inform atio n , lab o r , cap ital, m ach in ery, an d m aterials.
The p ro cesso r —in this case th e business organizatio n— con sists o f t h r e e m aj o r su bs yst em s: the
managem ent sy stem; th e info rm al system ; and the
fo rm al fu n ctio n al sy stem s o f accounting, productio n , m a rk et in g, an d h u m an resources. The se
th ree su b sy stem s in teract to p ro duce the outputs
o f in f o r m a t io n , re p o r ts , sc h e du le s, an alys es ,

goods, services, and so on.
No te th at con tro l sy stems are present with each
of th e co mp o n en ts. Th e p u rp o se of control is to
keep th e o rgan izatio n in a h om eo stasis or in a balan ced state. Ineffective an d in efficient control system s will resu lt in a co n d itio n ca lled entropy, an

What the information manager wants
is not necessarily what is needed.

out -of- balance or disorderly state.
Figure 3 indicates that management and operational controls are the main organization control
systems. All other formal and informal control
systems shown are adjunct or complementary to
these two. If the internal formal and informal and
the external control systems are effective and efficient, effective and efficient management and operational control systems should result.
Figure 3 also indicates that the internal audit
staff and committee act as a checks and balances
force on all control systems.
Macro Orientation for Management
Operational control systems are management
control subsystems. Their purpose is to determine
if individual tasks have been effectively and efficiently performed. Their concern is therefore with
the individual worker. On the other hand, management control (with its more macro orientation)
is concerned with determining the effectiveness
and efficiency of organizational subunits, such as
cost, profit, and investment segments.
The endogenous formal control systems depicted in Figure 3 include computerized information
systems controls; traditional accounting internal
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controls; rules, regulations, procedures, policies.,
as well as other control systems such as program
evaluation and review technique (PERT) and
management by objectives (MBO).
The informal control systems exist outside the
formal control structure and include such things
as personal observation and close supervision. Informal controls complement formal controls; no
organization can exist solely with formal control
systems.
In addition to the internal formal and informal
control systems, all organizations are controlled
by financial and /or operational audits and by the
social, legal, po li t ical , an d co mp et i t i ve
environments.3
Where Do You Start?
Systems analysis and design are interrelated activities. The deductive systems approach can be
used in both the analysis and design phases. To
illustrate, when the analyst is gathering background or specific information on the study area,
he or she also can determine objectives, decisions
to be made, information needs, constraints, processing methods, inputs /database, and controls/
feedback requirements. Much of the information
he has gathered also will be used in the systems
design phase.
The question is often asked where the analyst
starts in the data - gathering phase of systems analysis. Does he or she begin with outputs and then
proceed to an examination of processes, inputs,
and so on? Or can processing begin the cycle, and
then work proceed toward either the outputs or
inputs?
The decision of where the analyst should start
probably will be based on general interviews with
management.' There is no right way to start. The
analyst simply should choose the most logical and
convenient way.
If management accountants follow the procedures outlined in the Macro Flowchart of Systems
Analysis and Design (Figure 2), they should be
able to analyze and design effective and efficient
accounting management information systems,
rather than functionally isolated, low -level accounting data systems.

`Adopted from Fitzgerald and Fitzgerald, Fundamentals of Systems Analysis. John
Wiley and Sons, New York, 1973, p. 73 -74.
'For a discussion of cost/benefit analysis, computer selection techniques, and service bureau selection techniques see Michael J. Cerullo, "What a Client should
Know About Selecting an EDP Service Bureau, " The CPA Journal. Oct. 1474, pp.
47.50 and Michael J. Cerullo, "In -House Computers for CPS Firms," pp. 9.13.
'For a discussion of controls in computer systems, see Michael J. Cerullo, " Control
of Computer -Based Information Systems," Small Business Computer, Spring 1977,
� P.�g�-13.
Data Gathering and Analysis: The Dehak Systems Series, Deltak, Inc., Shiller
Park, III.. 1972, p. 4 -I.
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Understanding
the New Fringe Benefit Law
The new tax rules for fringe benefits have been released—
are your accounting systems ready for them?

By Ronald W. Blasi
The Tax Reform Act of 1984 contains sweeping
changes in the tax treatment of employee fringe
benefits. These changes will affect future negotiations of employee benefit packages and will require companies to review existing fringe benefit
arrangements. Moreover, some employers will
have to modify their plans so that employees are
not burdened with additional taxes. Other employers may be willing to grant fringes which in
the past they feared would be challenged by the
IRS.
Regardless of an employer's response to the
new rules, nearly all companies will need to
update their cost accounting systems. Business
managers will need information not produced under many existing systems in order to evaluate
fringe benefit proposals and ensure that their
firms are in compliance with the new rules. Understanding the new law will enhance the management accountant's ability to predict these new information requests and make appropriate and
timely modifications to existing systems.
Controlling Tax Free Benefits
The key issue of the new law is whether or not
an employee is entitled to exclude from gross income the value of employer - provided noncash
benefits. As Table l indicates, if an item can be
provided tax free to an employee, it would be far
MANAGEMENT ACCOUNTING /JUNE 1985

more advantageous from a tax viewpoint for the
employer to provide the item than for the employee to purchase the item with cash received from
the employer. Although the excludable fringe benefit generates a similar net cost to the employer
($200 versus $250), the employee has no tax liability on its receipt, while cash compensation will
give rise to a $250 tax liability. The $300 savings
represents the difference in the net benefit to the
employee ($250) plus the difference in the after tax cost to the employer ($50). Thus, simply by
structuring a compensation package properly,
substantially increased benefits can be provided to
an employee at the same cost.
The 1984 legislation seeks to balance two competing objectives. The employer often has valid
business reasons for offering employees, free or at
a discount, goods or services that the employer
regularly sells to the general public. However,
clear boundaries for tax -free benefits must be provided to prevent noncash compensation from further eroding the income tax base and shifting the
tax burden to those individuals whose compensation is solely in the form of cash. A U.S. Chamber
of Commerce study revealed that noncash compensation has dramatically increased. In 1982, for
example, the study showed total employee benefits
as a portion of payroll was approximately 32 %; in
1971, comparable data revealed that it amounted
to 26 %, and in 1929, a meager 3% of total compensation was in the form of fringe benefits.

Ronald W. Blasi,
L.L.M., CMA, is
associate professor of
accounting and
taxation at the State
University of New York
at Buffalo's School of
Management. His
article was submitted
through the Buffalo
Chapter.
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New Rules Categorized

In addition, the new Act contains special rules
governing employer - provided athletic and eating
facilities and the use of company cars by automobile salespersons. The four broad categories and
the special rules are subject to three limiting provisions: a nondiscrimination rule, a detailed definition of who is an "employee," and a line-of -business restriction. Tab le 2 out li nes t he in terrelationship of the new categories of excludable
fringe benefits and the limiting provisions.
Any fringe benefit not excluded under the new
rules or under the pre- existing statutory fringe
benefits is made expressly taxable under the "all
income from whatever source derived" section of
the tax Code and subject to tax withholding under
the proposed fringe benefit withholding rules recently proposed by the IRS. Fringes provided prior to January 1, 1984, will be dealt with by the
IRS on a case -by -case basis, probably with reference to the new rules.

cost in rendering the service. Foregone revenue
due to the service being furnished to an employee
rather than to a nonemployee (the employer's opportunity cost) is taken into account when determining whether "substantial" cost is incurred.
Presumably, the "revenue foregone" includes the
gross amount and not a firm's gross margin or
contribution margin. Also, any amount paid by
the employee for the service is ignored.
The statute does not define what constitutes a
"substantial additional" cost. Illustrations contained in the House Ways and Means Committee
Reports issued March 5, 1984, however, provide
some guidance. Free air travel provided to airline
employees, including in -flight meals, is a nontaxable fringe if the space taken on the flight has not
been sold to a nonemployee shortly before departure time. Similarly, employees of a utility service
will not be taxed on the value of free or reduced cost telephone service, if the phone lines, switching capacity, and other overhead already exist.
The statute is devoid of any quantitative tests
for determining what is meant by the term "substantial additional" costs; therefore, the IRS and
taxpayers will wrestle with the facts and circumstances of every case. For instance, will the noadditional -cost fringe exclusion be available when
a computer company provides its employees with
free repair service on their personal computers, a
bank provides its employees with free credit cards,
or a physician gives his employees free physical
examinations? If to provide these services the employer would forego revenue, it is more likely that
a "substantial additional" cost is incurred, but
even if no revenue is foregone there could be a
"substantial" cost incurred by the employer.
Obviously, determining whether the proscribed
cost is present is a highly subjective matter. If a
firm with receipts of $100 million provides a $100
service to an employee in lieu of to a nonemployee, can it be said that it incurred a "substantial additional" cost? No doubt these and similar
questions will have to be answered in the courts.
Because all decisions will turn on whether there is
any "substantial additional" cost, it is vital that
management accountants develop and maintain a
system that clearly indicates the amount of foregone revenue and additional cost an employer incurs in rendering free services to its employees.
The information must be available on a service by- service basis because passage of the "substantial additional" cost test will not be determined by
aggregating all services provided to employees.

No- Additional -Cost Services

Qualified Employee Discounts

Under the new law, an exclusion from an employee's income is allowed for the value of any
service rendered to an employee by his employer if
the employer incurs no "substantial additional"

An emplo yee's i ncome d oes n ot include a
"qualified employee discount." The exclusion is
allowed whether the discount is in the form of a
reduced price or cash rebate and is subject to cer-

Instead of lengthening the list o f statutory
fringe benefits, the 1984 legislation sets forth four
broad new categories o f fringe benefits that qualify for exclusion from an employee's wages for
both income and employment tax purposes. They
are no- additional -cost services, qualified employee
discounts, working condition fringes, and de mini mis fringes.

Table 1
$500 Excludable Fringe Benefit
vs. $500 Cash
Fringe

Cash

400(a)

500

200

250

200

250

500

500
250

—

500

250

300
—

Employer's cost
Tax benefit(b)
Net cost to employer
Employee's benefit
Tax costici
Net value received
by employee
Value of benefit to employee
after employer cost

(a) Fringe benefit has a value of $500 but a cost
to the employer of $400.
(b) Equal to the employer's deductible cost times
an assumed tax rate of 50%.
(c) A 50% marginal tax rate assumed.
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tain limitations that vary depending upon whether
goods or services are discounted.
For discounts on services, the amount of the
discount is limited to 20% of the selling price.
The "selling price" of an item is not necessarily its
list price. Ifa discounted price is regularly provided to large groups of customers and substantial
sales are made under these arrangements, the selling price can be determined by reference to the
discounted price. For example, if an insurance
company negotiated a reduced premium schedule
for members of a professional association, the discounted premiums will be the "selling price" of
this service.
For sales of goods at a discount, the discount
may not exceed the selling price times the firm's
"gross profit percentage' (GPP). A firm's GPP is
equal to the company's total sales minus its cost of
goods sold, divided by total sales. Thus, if total
sales for the year amount to $10 million and the
firm's cost ofgoods sold amounts to $6 million, a
$100 item could be sold to employees at a 40%
discount without causing the employee to recognize $40 of gross income.
An employer may compute its GPP on the basis of all merchandise held for sales to customers,
including employee customers. Alternatively, the
employer may select any reasonable classification
of such merchandise for the computation. Thus, it
is acceptable for a retail department store to com-

pute its GPP by reference to total sales or it may
compute different percentages for different departments or types of merchandise. Alternative
calculations should be developed to determine the
most favorable approach. Although it is unclear
whether an employer must be consistent in determining the GPP for different goods in its product
line and use either the "all merchandise" or the
"departmental" approach, it is likely that the IRS
would insist upon consistency.
Normally, if a discount exceeds either 20% of
the selling price in the case ofdiscounted services
or the selling price times the GPP in the case of
goods, the excess will be gross income to the employee. However, if there is such an excess and the
discount policy favors officers, owners or highly
compensated employees, it appears that the entire
discount granted to these favored employees will
be income to them and not just the excess over the
amount that would otherwise be allowed as an
exclusion.
Virtually all goods and services provided by an
employer to nonemployees in the normal course
of the employer's business qualify for discount,
except investment property and real estate. For
example, a stockbroker may receive a discount not
to exceed 20% of the normal commission which
the brokerage house charges, but no exclusion is
allowed for any discount on the price of stock that
he may purchase from his employer.

Table 2
Interrel ati onsh ip of B road Catego ries an d Li mit ing Pro visi ons
No Additional Cost
General Rule

_

Discrimination Rules'

Line- of- Businessz
Employee3

Employee Discount

Workina Conditions

De Minimis

Employer may not
incur a ''substantial"
additional cost; foregone revenue considered; reciprocal arrangements acceptable; any amount paid
by employee is ignored
in determining whether
employer incurred
added cost.
Apply.

Discount excludable
May exclude those
whether in form of
items employee could
reduced price or cash deduct if purchased.
rebate; a 20% limit for except for free parking
service discounts and and demo use of auto
for goods discount,
by salesman.
cannot exceed "profit
percentage." No
reciprocal arrangements.

May exclude thosd
items the accounting
for which by employee
would be "unreasonab
or impractical."

Apply.

Do not apply

Broad definition

Broad definition
Broad definition

Narrow definition
Narrow definition

Do not apply except
for subsidized eating
facilities.
Narrow definition.
Narrow definition.

Broad definition

I

Discrimination Rules

No exclusion of fringe to officer, owner, or highly compensated employee unless some fringe
available on same terms to each member of a group that does not discriminate in favor of officer, owner, or highly compensated.

2

Line -of- Business Rule

3

Employee

Goods must be sold or services provided to customers in the ordinary course of the line -ofbusiness of the employer in which the employee is performing services. Employees of different
corporations within a controlled group are treated as employed by a single employer.
Under broad definition includes: spouse and dependent child of employee, retired and disabled
employee, spouse or dependent child of retired, disabled, or deceased employee. Narrow
definition includes only the employee.
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It is quite possible that the no- additional -cost
fringe exclusion discussed above and the qualified employee- discount exclusion for services provided
to an employee may overlap. Although the statute
is silent on which is to prevail, it is likely that the
20% limitation will override. As menti oned
above, the in ability to take into accou nt any
amount paid by the employee for the fringe will
reduce the likelihood that no "substantial additional" cost is incurred by an employer. Moreover, under a general rule of statutory construction, a more specific statute will normally take
precedence over one more general in its application when both could apply to a given situation.
For the employers who had discount policies in

they fit the legal definition of a working condition
fringe.
Also, expressly included within the definition of
a working condition fringe are two items that may
not generate a deduction to the employee if paid
for directly: free parking on or near the business
premises of the employer and "qualified automobile demonstration use" provided by employers to
automobile sales persons. The exclusion of these
items represents a significant departure from the
IRS view of pre -1984 law.
Automobile demonstration use by employees
requires compliance with detailed rules designed
to restrict the availability of the exclusion. Records must be maintained that indicate:

The new rules are legion with questions
and will require significant changes to
internal accounting systems

• The employee is a full -time salesperson,
• The auto is provided primarily for the purpose
of facilitating the salesperson's performance of
services,
• There are substantial restrictions on the personal use of the auto.

place prior to the new act that may run afoul of
the new provisions, grandfather rules are provided
to avoid income inclusion.
For the management accountant, the employee
discount exclusion raises numerous information
system problems. Records must be developed and
maintained that reveal the amount of discount
granted for each product, the relationship of the
discount to the GPP in the case of goods and the
"selling price" in the case of services, how the
GPP and selling price were determined, and a listing of the employees who received the discounts,
segregating highly compensated officers and owners from others.
Working Condition Fringes
An employee may exclude from income the value of any property or service provided by an employer as a "working condition fringe benefit."
The latter is defined as any item that would be
deductible by the employee as an employee business expense if paid for directly. An employee
may deduct expenditures as business expenses
that are (a) appropriate and helpful in carrying
out duties to the employer, (b) reasonable in
amount, and (c) incurred for an asset that does
not have a life extending beyond the taxable year.
Excludable working condition fringe benefits can
include: a financial publication purchased by a
bank for its lending officers, uniforms supplied by
a mail deliverer for its employees, and on-the-job
training provided by a manufacturer for its machine operators. Because all of these items would
be deductible by the employee if incurred directly,
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The burden of proof is normally on the taxpayer who claims an exclusion, and the necessity of
maintaining convincing records is essential. However, it is likely the IRS will review auto dealers'
files to detect unauthorized employee usage. Thus,
to secure the exclusion, an employer should design and enforce a usage policy that conforms to
the three restrictions set forth above and also
should maintain the records necessary to demonstrate compliance with this policy.
De Minimus Fringes
To qualify as an excluded de minimis fringe
benefit, the value of property or services provided
to an employee must be so small that accounting
for it would be unreasonable or administratively
impractical. In determining whether the value is
de minimis, the frequency with which similar
fringes are provided by the employer to employees
is taken into account. However, there is no requirement that the employer aggregate all fringes
provided to an employee to determine whether
they are de minimis. To do so would require the
accounting that the statute labels as unreasonable
or administratively impractical. For example, if
an employer restricts the use of its word processing machine to only 15% personal use by its employees, the frequency of nonbusiness usage would
be de minimis and employees would not have to
include the value of the usage in their income.
Congressional reports under the new law contain several other illustrations of items that would
fit within this exclusion, assuming the frequency
rule is not violated. They are: the typing of personal letters by a company secretary, occasional
personal use of the company copying machine,
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monthly transit passes provided at a discount not cost rental of condominiums at employer resorts
exceeding $15, occasional company cocktail par- from being excluded from income.
ties or picnics for employees, occasional supper
money or taxi fare because of overtime work, tra- Nondiscrimination Rules
ditional holiday gifts of property with a low fair
The 1984 Act requires, as a condition of exclumark et value, occasi onal theatre or sporting sion, that certain of the fringe benefit categories be
events, and coffee and donuts furnished to em- available to employees on a nondiscriminatory baployees. Although set forth as items that may be sis. The nondiscrimination rules apply to no addiexcluded under the de minimis exception, what tional cost services, qualified employee discounts,
these illustrations indicate is a Congressional in- and eating facilities. Thus, they do not apply to
tent that the exclusion is to be quite limited —but working condition fringes, including athletic facilhow limited is unclear. Is supper money "occa- ities, and to de minimis fringes other than subsisional" if received twice each week during the dized eating facilities. However, if an athletic fayear, or theatre tickets if they are received each cil ity d o es d i s cri mi n a t e, t h e e mp l o y er is
weekend during a three -month season?
disallowed its deduction for the cost of owning
Obviously, unless an employer promulgates a and operating the facility.
policy on all goods and services that could possiThe nondiscrimination rules require goods or
bly be provided to its employees that precludes or services to be available on "substantially the same
substantially limits nonbusiness usage, the ac- terms to each member of a group of employees."
counting for frequency of usage could be over- The "group" must be defined under a reasonable
whelming. Imagine an information system that classification that does not discriminate in favor
develops accounting records to establish the fre- of "officers, owners, or highly compensated emquency of nonbusiness use ofsuch services as an ployees." "Highly compensated employees" will
office runner who occasionally performs personal be determined by taking into account compensaerrands for employees and telephone usage by sec- tion above a specific percentile in the employer's
retaries. To avoid being placed in the position of compensation distribution using classifications esmonitoring such usage, firms should develop and tablished by the Treasury Department. In recently
enforce policies to ensure that personal acquisition promulgated regulations, the IRS has stated that
and use of business property is de minimis.
Although an employer - subsidized cafeteria may
not otherwise be a de minimis fringe, a special
provision in the new law classifies it as such if the The employee discount fringe benefit
subsidy is limited and the cafeteria is located on or raises numerous information systems problems
near the business premises of the employer. This
new exclusion is also a major departure from the for management accountants.
IRS interpretation of pre -1984 law and should allay concerns about providing such a facility for
employees.
The new Act also provides specific guidelines an employee who has compensation greater than
for determining when the use of a corporate ath- the compensation of 90% of all employees, or
letic facility may be tax free to an employee. In who has compensation of$50,000 or more during
order to qualify for the exclusion, the facility must the calendar year, will be classified as highly combe located on the premises of the employer, oper- pensated. A classification will be "reasonable" if it
ated by the employer, substantially used by em- is based on seniority, full -time versus part -time
ployees, and limited to nonresidential use.
employment, or job description. In addition, for
Although it is clear that the facility need not be those firms that have employees in union and nonlocated on the business premises of the employer, union classifications, a variation in the benefits to
it is uncertain whether it must be on premises the each will not on its face be discriminatory.
employer owns. Apparently, rented premises
These rules will require an analysis ofwhom is
would qualify as "premises of the employer." Sub- actually receiving the various fringes, because the
stantial use by employees includes use by their IRS will look beyond a corporate policy or classispouses or dependent children, and it undoubtedly fications to determine whether there is de facto
requires more than a majority of the usage be em- discrimination. Recipients should be identifiable
ployee use. While no percentage is given in the in terms of their job titles and their salary levels
statute for what constitutes "substantial" employ- vis-a-vis other employees. Care should be taken
ee usage, it is likely that greater than 85% em- when segregating and analyzing a "group" ofemployee usage will be considered substantial. The ployees to ensure that it is not dominated by offiprovision limiting the facility to nonresidential use cers, owners, or highly compensated employees.
is intended to prevent the value of free or reduced
1111-110.59
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Secret Allies?
Accountants and statisticians come from different worlds
but have a common methodology and mission.
That is why they should share their knowledge.

By Othmar W. Winkler
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Many people believe that accountants and statisticians are worlds apart, but in reality they worship
the same god in different ways.
Both accountants in business and statisticians
in national accounting work with analogous principles and systems and face similar problems.
What is considered "accounting" at the level of a
company is considered "economic statistics" at
the national level. Let's do a little ecumenical
work and examine the groups' similarities and differences to help management accountants appreciate the wide range of useful tools from business
and economic statistics they are already using.
Business statistics has become dominated by
probability theory, set theory, linear (matrix) algebra, mathematical statistics, operations research,
econometrics, and decision theory. These fields

have made contributions to business statistics and
now overlap with it to some extent. The integration of these different areas into a new subject tentatively named "quantitative administrative information systems and decision analysis" is happening already.
Despite such efforts at integration, business statistics—as well as each of the other disciplines —
must continue to develop its own separate nuclear
area of competence. In business statistics this area
seems to be sampling and inference. A careful
look, however, reveals that the basic concern remains the perception of specific socio- economic
phenomena in business and their description.
Business statistics —like social and economic
statistics —is descriptive in nature. After completing formal statistical inference procedures from
samples or other evidence, the statistician faces
the basic task of describing the reality of a given
MANAGEMENT ACCOUNTING /JUNE 1985

The similarities have been less clear on the
practical working level. First, numerous differences in terminology mask existing similarities.
Accounting and statistics use different terms to
describe similar activities. Accountants "post" an
entry in the journal, while statisticians enter a
"tally" about that same event in a tally sheet or
record it in a data bank. Then the accountant
"debits" or "credits" that transaction in two complementary accounts; a statistican might classify
such an event simultaneously in the body of a contingency table, that is, in the intersection of two
classification systems. Accountants have "ledgers" and "auxiliary ledgers," accounts payable,
accounts receivable, and control accounts; statisticians talk of "groups" or "classes" and subgroups
and subclasses. Cost centers become departments,
a sample check of accuracy of an inventory count
by an accountant becomes a post- enumeration
survey (PES) by a statistician, and so on.
Second, accountants restrict their interest mainly to exchange transactions even though they
must use their judgment to determine the impact
of other inside and outside events based on their
recorded values. Statisticians, on the other hand,
will record and evaluate data in the areas of personnel, quality control, sales, and sales forecasting
as well as the corresponding data for the entire
industry. In short, they can get involved in anything that happens within a given firm or outside
of it. Both groups, however, face in principle the
same problems of locating, identifying, recording,
aggregating, reporting, and analyzing their quantities although statisticians are less concerned
than accountants about dollar values.
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Statistics has
more in
common with
accounting
than with any
other
quantitative
discipline.
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Speaking a Different Language? Not Really...

Third, deeper differences in philosophical outlook have kept accountants and statisticians apart.
Accountants are admonished to be factual in the
basic reporting of events within their purview and
rely heavily on "generally accepted accounting
principles" to achieve this accuracy. They also
have direct access to the facts (documents) that
are to become their data. (Accountants may have
to resort to sampling, though, when faced with a
recalcitrant management.)
Statisticians are not supposed to take figures at
face val ue b ut sh ou ld view bu s in es s real it y
through a veil of random distortions. Many ofthe
facts on which statistical data are based are not
easily accessible to statisticians, who must devise
ways to overcome this handicap within given financial constraints.
Statistics is not a closed system like accounting
but is a sequence of loosely related methods that
were developed in response to different needs at
different times. Even the terminology in each of
these subareas is different, reflecting this lack of
inner cohesion. As an example, consider the arithmetic mean. Depending on the context, it is referred to as
X, E(x), or even a ratio.
The present isolation of statistics from accounting is not a coincidence. It is the result of a long
history of separate pursuits of their quantitative
tasks, of different basic philosophies that developed from different problem settings, and different demands from the users of their output. Both
groups have organized around the consolidation
of their separate ways.
Lately a great number of statistical studies have
been published in which accounting and financial
data are used, gleaned from balance sheets and income statements. Disregard them. We want to
discuss applications of genuine statistical procedures used in routine accounting work, statistical
reasoning in accounting, or simply finding areas
that statistics and accounting have in common
even though both sides may have been unaware of
the similarities. We are concerned here with instances where accountants are treading on statistical terrain or, if you prefer, statisticians have proceeded like accountants.
a,

situation. In many instances, business statistics
proceeds without inference, but it can never proceed without description. In this respect, statistics
has more in common with accounting than with
any other quantitative discipline.
The d efi ni tio ns of b usi ness st ati st ics and
accounting do not suggest great differences. Accounting's function is "to provide quantitative information, primarily financial in nature, about
economic entities that is intended to be useful in
making economic decisions ... reason choices
among alternative courses of act io n '. . . " o r "A
primary objective of the accounting process is the
measurement of changes in assets and liabilities... " 2 On the other hand, business statistics is
defined as "a body of methods and theory applied
to numerical evidence in making decisions in the
face of uncertainty."' If the words "accounting"
and "statistics" were omitted and one were not
told the source of the definition, it might be hard
to tell which describes business statistics and
which accounting.

Areas in Which We Know We Are Similar
I can see five such areas: ratios, time - series
analysis, forecasting and other estimation procedures, group aggregation and classification, and
index numbers and the adjustment of changes in
purchasing power.
RATIOS
Acco u nt an t s us e a vast n u mb er of rati os ,
whether percentages and rough mental comparisons or formal calculations. Accountants work
with entire networks of ratios referred to as "ac49

s•

counting statistics" or simply "statistical ratios."
Unfortunately, most of the more recent business
statistics textbooks do not even mention ratios
anymore. In fact, even the older books did not
have much to say about ratios because their theory has never been developed properly. That gap
is hard to justify when ratios are used so widely.

AIR

X

TIME - SERIES ANALYSIS
Accountants rely on rather unsophisticated
kinds of time -series analysis for their daily work
and seem to have little use for the exploits of statisticians' probabilistic time -series models. This
difference in our perception of economic reality as
probabilistic processes curtails our chances for
positive dialogue in this area. Perhaps the "hard nosed" accountants are closer to business reality
in refusing to consider their universe as probabilistic. We may have to reconsider the foundation of
time -series analysis before statistical methods will
be more acceptable to accountants.
FORECASTING AND OTHER ESTIMATION
PROCEDURES
These are other areas in which accountants routinely perform statistical tasks. Development of
the annual budget requires estimating in advance
the expected receipts and payments of cash. These
estimates naturally are based to some extent on
the ledger accounts showing past cash receipts
and payments. The "aging of the accounts receivable" is another example of routine forecasting
carried out by management accoun tants . The
"balance sheet approach" and the simpler "income statement approach" are standard statistical
estimation procedures. The nonsampling use of
linear regression also should be included here.
Underlying all these forecasting applications is the
"going concern" concept of accounting which also
underlies all work done in business statistics.
50

Both accounting and statistics need estimation
procedures to fill gaps in their information. Accountants prefer simple ratio -based estimates using analogue and previous experience estimation
procedures. Statistical achievements also could be
put to good use in accounting —the Census Bureau's computerized "hot deck matrix" estimation
approach, for example, in which the latest data
are entered when census questionnaires are processed, thus offering the most recent information.
GROUPING AGGREGATION AND
CLASSIFICATION
Problems of this kind are as important in business statistics as in accounting. "Accounting relies
on classification as an indispensable part of its analysis... accounting separates the mass of raw
data into categories. This is a significant analytical
process in itself and facilitates further grouping,
associating and interrelating of the classified
data."' "First, we record business events as they
occur; second, we classify these events into groups
so that the mass of detailed information will be in
compact usable form; and third, we summarize
the classified information into... financial statements... the ultimate objective of accounting is
the use of this information in analysis and interpretation. The accountant is always concerned
with the significance of the figures he has produ ced. .. " 6 The problems of interpreting aggregates that result from grouping individual journal
entries into accounts or from grouping statistical
counting elements into statistical classes are basically the same. Such aggregates are harder to understand in business and economic statistics because the counting elements cannot always be
expressed in a common monetary value. In the
area of group formation, unfortunately, statistics
has little to offer. It seems accountants have developed the art of grouping— aggregation and disaggregation—to a higher degree than statisticians.
INDEX NUMBERS AND THE ADJUSTMENT
OF CHANGES IN PURCHASING POWER
Despite a steady erosion of the purchasing power of the U.S. dollar for more than 30 years, accountants continue to assume that the value of the
dollar is stable. Naturally they are familiar with
statistical index numbers and with procedures to
adjust for changes in purchasing power. Simply
stating that the use of price index numbers in accounting has a greater potential than is recognized
now does not solve the problems of interpreting
the adjusted values. The reluctance of the accounting profession to use this statistical tool
more freely— despite official endorsement —is a
reflection of the justified mistrust of this inadequate tool. There is still a great need for more
clarification to be done by statisticians before this
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sk ep t i ci s m ab ou t pri ce index n u mb ers is
overcome.
Accountants would be encouraged to use these
five methods more often if statisticians were willing to explore the analytical needs of that constituency and not shy away from taking a fresh look
at the foundations of business statistics.
What We Don't Realize We Have in Common
Accounting and business statistics encompass a
few other areas in common that are not recognized as such by the two groups.
BOOKKEEPING
Bookkeeping essentially is a statistical activity.
The vast system of controls, such as the subsidiary
ledger system for control over plant and equipment to prevent losses by theft, over every change
in the status of a firm's property is really a statistical recording system. The forthcoming accounting
records —often a source of data for statistical
studies —are not just another source apart from
statistics but in themselves are statistics.
Younger statisticians and persons who take statistics as part of their education in the social, economic, and business fields are taught little about
this important surveying and recording phase. In
fact, it is treated as tedious, theoretically unrewarding and as lacking a conceptual foundation.
The newer textbooks no longer contain a discussion of censuses, the nature of data, and aggregation. This neglect has led to a distorted view of
statistics and is related directly to the current
trend away from real data toward the theoretically more appealing algebra of inference. Mathematicians have run away with the subject, so to
speak. Business statistics as a theoretical discipline
has become divorced from the socio- economic
phenomena that are studied with the help of data.
Accounting, in contrast, has preserved this relationship between the data and the phenomena to
be described — "net gain" and "net earnings."
That is why its recording activity has not been
recognized by statistics as being essentially one of
its own tasks.

BASIC WORKING PRINCIPLES
Several concepts or assumptions -- consistency,
objectivity, conservatism, obsolescence, materiality, disclosure, and accounting entity —that have
been formulated as basic accounting principles are
acceptable to statisticians. Let's review these concepts briefly.
Consistency implies that once a particular accounting method is adopted, it should not be
changed from one period to the next. This assumption is important because it enables users of
financial statements to interpret intelligently the

in

DOUBLE ENTRY BOOKKEEPING AS (m) X (n)
STATISTICAL TABLES
The similarities with statistics become clear if
all bookkeeping entries that are made pairwise
separate ledger accounts are visualized as statistical entries in any of various two - dimensional contingency tables (see Table 1). The columns of such
two -way classifications represent, for example, all
the customer accounts, while the rows represent
the operational accounts indicating the mode of
payment. Every accou n ti n g ent ry wou l d b e
matched by a tally in the respective cell of such a
-:ontingency table. Accountants usually are inter-

ested in the dollar value of an event although on
certain occasions they also may be interested in
the unit count. Statisticians keep count on both
unit count of such events and value for each cell
and account group. Events that reduce an account
could be marked by an entry with a minus sign in
the same statistical table, or another identical table could be set up in which only reductions of a
ledger accoun t are entered witho ut regard to
whether the figure is an accounting debit or credit. At the end of the accounting period the entries
in every cell in both tables are consolidated (netted) and the net figures for every subtotal determined —row and column — indicating the state of
affairs at the end of that reporting period. The
point here is to show that statistics in principle
has coped with the general problem of double
classification for which accounting has developed
a highly specialized solution.
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changes in financial position. Such methodological continuity is just as desirable in statistical
work. Survey procedures and methods of analysis
must not be changed inadvertently if comparability over time is to be maintained.
Objectivity is a relative term that allows some
reasonable latitude in the quality of the evidence.
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Though the cost of a depreciable asset may be determined objectively, not so the period depreciation expense. Judgment is needed regarding the
depreciation method that should be used. Statisticians have followed this principle in their work.
Conservatism relates to reporting. In accounting, creditors and stockholders can be expected to
insist on conservative —that is, not overly optimistic— reporting. There are many areas of statistical
reporting, such as price index numbers or employment data, in which the pressure of political common sense has brought forth conservatism.
Obsolescence relates to the capacity of a plant
asset to render services to a particular company
for a particular purpose. It probably is a more significant factor than physical deterioration in putting an end to the usefulness of most depreciable

assets. Although statisticians seldom deal with
this kind of obsolescence, there is a strong analogy
with regard to statistical data themselves that also
become obsolete. Statisticians have not dealt with
this problem except on a practical level by speeding up publication using provisional data. This accounting concept is valuable to statisticians.
Materiality is the reasonable expectation that
knowledge of the item would influence the decision of prudent users of financial statements. Statisticians operate under this concept when they
weigh the cost of surveys against sample size and
when they include additional features in a questionnaire. They also use this concept when determining the amount of detail they can afford to
give up when forming aggregates.
Disclosure of relevant information includes non-

Table 1
Acco un t an ts ' Gen eral Led ger
Increases in resources
Cash
A/R
N /R -S.T.
N /R -L.T.
Total

Smith Jones Black Brown Total
100
100
110
110
120
120
100

110

120

130

130

130

460

Decreases in resources

Cas h
100

N/R-S.T.'
120

A/R*

N /R -L.T.t

110

130

100

120

Smith Jones Black Brown Total
Cash
A/R
N /R -S.T.
N /R -L.T,
Sales
Total

100

100
0
120
110

100

110

120

130

120
240

130

460

`Notes Receivable —Short Term
Receivable
t Notes Receivable— L o ng Term
" A c c o u nts

Statisticians' Contingency Table

Cash
A/R
N /R -ST.
NIR -L.T.
Total

Smith
100

Jones

Black

Brown

110

110

120

Decreases in Resources
or Assets —term
payments, transfers,
and such —as shown in
General Ledger example

Increases in Resources or Assets as
shown in General Ledger example

110
120

120
100

Total
100

130

130

130

460

100

–100
0

100

–120
–240

0

110

120

130

120
110

Smith

Jones

130

Black

Brown

Cash
A/R
N /R -S.T.
N /R -L.T.
Sales
Total

Credit Dr Alan Mayer- Sommer. associate professor of accounting at Georgetown University, developed these examples.
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quantitative, narrative information that is to accompany the figures, such as terms of borrowing
arrangements, contractual provisions, accounting
methods used in preparing financial statements,
changes in method, and other significant events
such as a strike, new legislation pending, problems
of procuring raw materials, and the like. Disclosure is an important principle that should be heeded by statisticians, particularly in time - series
analysis.
Legal entity, accounting entity, and cost centers
are the organizational levels at which reporting
takes place. Each has a counterpart in statistics.
Occasionally data are gathered and published
within a corporation at the level of the "firm" or
"corporation," at the level of the "establishment"
within a corporation, and at the level of "producing u n i t s " o r "d e p a r t m e n t s " wi th in an
establishment.
All these accounting principles ailso are valid in
statistics because they guide the quantitative description of these business phenomena. The point
to be repeated here is that these two quantitative
disciplines have a great deal in common, more
than either realizes.
How Can We Learn From Each Other?
While the common ground between accounting
and, say, economics or tax law as well as the common ground between statistics and, say, operations research or econometrics has been discussed,
the relationship between accounting and statistics
had not been explored until now. Accounting indeed is using statistics other than sampling, but
that matter has not been obvious because of the
two disciplines' separate historic developments.
Accountants and statisticians should open up a
dialogue so that we can learn from each other.
The theory of business statistics should be based
on the kind of aggregated data the field produces.
Statisticians, however, avoid discussing the nature
of their data because much of the present statistical theory was developed for measurements in the
biological, medical, physical, and engineering sciences, which are data of a different kind.
That theory really does not apply to the bulk of
business data. Statisticians trained in mathematical statistics feel very uncomfortable because their
training does not prepare them to deal with socioeconomic problems. If textbooks of business and
economic statistics are a guide to what should be
part of business statistics, then economic censuses
do not belong in statistics! These textbooks also
omit the problems of aggregation and the analysis
of aggregates. There is an urgent need for change.
All this information is relevant for the study of
st at i st i cs —o t h er t h an samp lin g —u sed in
accounting.
On the other hand, accountants are fully aware
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of their fact - recording function. Accounting has
developed a system to register every purchase,
sale, and other rel evant fact; classi fying and
grouping them; then drawing up a comprehensive
picture of the status and flow of phenomena in the
firm. It is wholesome for statisticians to recall that
descri pt io n by co un ti ng and valu in g —t hu s
accounting for certain social and economic phenomena— started statistics on its own development and still makes up the bulk of statistical
work. This comparison with accounting makes us
aware of the extent to which statistical theory has
become sidetracked from its original objectives
into probability and related calculations.
Statisticians can learn from the efforts of accounting societies to codify and standardize the
principles of accounting. There is no counterpart
in our area to the AICPA, the FASB, or the SEC
and the effect these professional groups have had
on their field. A closer contact between statisticians' and accountants' organizations in the future
sho uld no t p ose a threat to ei ther grou p b ut
should prove beneficial for both.
Although probability concepts seem inadequate
for reporting financial statements, accountants are
moving away from their earlier belief that their
valuation procedures yielded a unique, true picture of the firm's business performance during a
period. Perhaps it is fair to say that accountants'
concerns today with the proper registration and
classification of events are somewhat analogous to
the concerns of statisticians some 50 years ago.
Agencies of the federal government may act as

Accountants
'post' an entry
in a journal,
while
statisticians
enter a 'tally'
about that
same event in
a tally sheet.

catalysts in developing a closer relationship between statistics and accounting at various levels,
but academics will be charged with making future
accountants and statisticians aware of their mutual concerns.
'A CPA Professional Standards, ACS Section 1023.01, Bulletin No. 3, p. 7201,
Oct. 1970.
'Walter B. Mcigs, A.N. Mosich, Charles E. Johnson, Accounting the Basis for Business Decisions. 3rd ed., McGraw -Hill Book Co., New York, 1972, pp. 2.
'Lawrence L. Lapin, Statistics for Modern Business Decisions, The Harbrace Series
in Business and Economics, Harcourt, Brace, Jovanovich, Inc., New York, 1973, p.
2.
'E.J. DeMaris, P.E. Fess, C.A. Moyer, K.W. Perry, A.R. Wyatt, V.K. Zimmer.
man, R.K. Mautz, A Statement of Basic Accounting Pbsiulates and Princolex Center for International Education and Research in Accounting, University of Illinois,
1964, p. 28.
'Meigs, Mosich, Johnson, p. 2.
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In the Library
The books listed in this section are available from the NAA library. NAA will attempt to review all commercially published books written by NAA members.
Names with asterisks ind icate NAA
members. If you have a book which has
been published recently or is about to be
published, ask the publisher to send a review copy to Miriam Redrick at the NAA

fessio n al Education Program , Ed Peterso n is a featured sp eaker at the Annual
In tern a tio nal Conference in St. Louis
th is year. His con current sessio n is "A
Ba n k e r ' s G u id e for Co r p o r a t e Ca sh
Ma n a g em e nt : Sm all and La r ge Fir m
Ap p ro ach es."
Do n 't m iss it!
Pa trick Romano

office. Members ma y bo rro w bo oks fo r a
two -week loa n period by mail, telephone
or in- person visit. Add ress Ms. Miriam
Redr i ck, Ma n a g er, Li bra ry S ervi ces,
NAA, 10 Para gon Dri ve, P.O. Bo x 4 33 ,
Montvale, N.J. 07645- 2011573 -6235.
Cash Man agem en t
Edward D. Peterson, Lifet ime Learni ng
Publications, Belmon t, Ca li f, p u bli sh ed
in association with the Ca liforn ia CPA
Foundation fo r Education a nd Research,
Palo Alto, Calif. 94304, 198 4, 2 21 pp .—
If you are lo o kin g fo r a p rim er o n cash
managem en t —o ne that can p ro vide y ou
with the b asics in an easy -to -read an d
not overly techn ical format —then b y all
means co n su lt th is b o o k b y Ed ward Peterson, senio r vice p resid en t o f the First
National Ban k in S an Diego .
The b asic s o f cas h m a n age m en t em ploy internal and external techniques
and proced u res d esign ed to im p ro ve o r
speed up t h e co llect io n o f fu n d s in to a
business wh ile simu ltan eo usly em ploy ing techn iq u es an d proced u res o n th e
disbursin g o r ch eck- p ay in g sid e wh ich
enable the firm to retain th e use o f th ese
funds as lo n g as p o ssible. Mr. Peterson
covers all th ese m eth o d s clearly while
providing the read er with in sight into the
banking sy stem , the b an ks, and that all important bank - corporate relationship.
By far th e m o st valu ab le p art o f th is
book is th e sectio n d evo ted to investin g
cash. The p rin cip les o f in vestin g cash
ar e ex p la in ed , mo ney m a rk et in st ru ments are d escrib ed , an d th e strategies
and practices em p lo y ed in th e investment decision are detailed . Evalu atin g
and "p lay in g " t h e y ield cu rve an d e m ploying fu tu res an d in terest rate swap s
ar e all part o f th e so p h ist icated tech niques th at are em p lo y ed by to d a y 's
cash m an ager.
A faculty m em b er in th e NA A Pr o 54

Llo y d s o f London: A Portrait
Hu g h Co c k e r e l!, Dow - Jo ne s I r wi n,
Homewood, I ll. 60430, 1984, 152 pp.—
Th is b rief volum e will be of intere st to
any man agem ent accountant who h as
risk m an agem ent responsibilities in his
firm . In so m e ways, Lloyds represents
the u lt im a te ca rrier of in su ran ce risks
wo rldwid e. In this volum e, the aut hor
pro vid es a brief history of the development of th e Lloyds' system and then devo tes th e rest of th e bo ok to how the
Llo y d s' u n d erw rit ing pro gr am works
tod ay.
Th e cu rrent chief executive of Lloyds,
Ian Daviso n, who has an acco unt ing
backgro u nd , is m entioned in this book
an d was o ne of the featured speakers at
th e NAA European Conference in Paris
th is Ap ril.
Alfred M. Ki ng

Miriam Redrick and Stan Stec, Editors

bank lending officers.
In the financial accounting area, Mr.
McGee recommends that "where the
finished software product is expected to
have future economic benefit, the costs
that are incurred for designing, coding,
and testing should be capitalized and
amortized over the expected period of
benefit." He also feels that the accounting treatment for purchased software
should be applied to comparable internally constructed software. The resulting asset should be included in the balan ce sh eet i n property, pl an t, and
equipment, but it need not be disclosed
separately unles s it is material in
amount.
The chapter on the taxation issues of
software and an appendix detailing the
sales and use tax status of software state
by state make this volume a particularly
handy reference for persons involved in
this area.
AM K

A ets
s

s

with your
microcomputer
and our program

II

Acco u n tin g for Software
Robert W. M c G e e t Dow -Jones I rwin,
Homewood, I ll. 60430, 1985, 168 pp.—
Th e au tho r, a mem ber of the professional st a ff o f NA A , has written the first

ALLOWS YOU TO:
maintain " parallel" IRS vs state vs
financial records
track and report multiple types and
locations of assets
print useful, readable reports thatyou

book published on a very important and

can define yourself

qu ite co n troversial topic. The Financial
Acco u n tin g Stand ards Board recently
ad ded to its agenda issues relating to acco u n tin g for software —an indic ation
th at th e issues are far from resolved.
In th is book, dr a w ing o n research
wo rk p erform ed for the Association, the
au tho r p resents his findings and conclusio n s in t wo m ajor c hapters, o ne on financial acco unt ing for so ftwa re and a
seco n d o n taxation of software. Coverage o f b o th financial and tax accounting
issu es are m et head on. In between these
key areas are chapters that review the
research methodology and present the
resu lts of Mr, McGee's surveys with the
so ftware vendors, software users, and

METHODS:
Straight -line (pre -ERTA & post- ERTA),
Declining balance, Accelerated cost
recovery, Sec. 179 election to
expense, None, Override, Manual

PC -DOS" MS -DOS" CP /M`

$395 and $695
For sample reports
call or write:

j)A3

II

g; G
P.O. B ox 110
Pittsfield, IL 62363
(217) 285 -6314

MANAGEMENT ACCOUNTING /JUNE 1985

Winning the Interest Rate Game:
A Guide to Debt Options
Frank J. Faboui, Probus Publishing Co.,
118 N. Clinton, Chicago, Ill. 60606,
1985, 307 pp.—This topic may appear
to be rather esoteric. Debt options, a
new type of financial instrument, can be
used to offset interest rate volatility. Individuals may not realize it, but any
home mortgage which contains a provision for early repayment of the mortgage represents a call option sold to the
homeowner/borrower by the holder of
the mortgage. In short, debt options are
actually a familiar concept.
This book consists of 11 separate
chapters dealing with taxation and regulation on one side and, on the other, a
series of specific applications for banks,
life insurance companies, portfolio managers, and individual investors. The
very fact that so many new option securities are being developed would suggest
that a business need is being met. Management accountants who find themselves having to understand this particular topic would be well - advised to use
this book.
AM K

Strategic Human Resource
Management
Charles Fombrun, Noel Tichy, and
Mary Anne Devanna, John Wiley &
Sons, 605 Third Ave., New York, N. Y.
10158, 1984, 500 pp.— "AT &T's move
into the competitive electronics business
forces a reappraisal of the types of managers they will need to run the company
into the year 2000." (p. 46) "To understand why those who run General Electric take executive development so seriously, let us examine the results of
inadequate development of people." (p.
185) The thesis ofthe book's authors, as
well as the approximately 20 other contributors, is that human resource management must be intimately attuned to a
company's strategic plans. What is good
for AT &T, General Electric, Hewlett Packard, Chase Manhattan Bank, and
General Motors should be of interest
and value to strategic planners in other
firms.
More and more, management accountants are assuming responsibility
for strategic planning. As yet —and possibly it will never happen — management
accountants do not have direct responsiMANAGEMENT ACCOUNTING /JUNE 1985

bility for human resource management.
But a coherent integrated business plan
must take account of people resources.
Those NAA members who desire to
perform a truly comprehensive strategic
planning function for their firms would
be advised to read this book. Whether
the topic is executive performance appraisal, compensation theory, human
resource development or productivity
and quality improvement, the range of
material covered in this volume is comprehensive and definitely worthwhile. It
is not easy reading, but the many case
examples make it interesting. The point
of the book, that good personnel man1.INPUTCHALLENGE

agement is an essential ingredient of
good management, cannot be denied.
AMK

Acquisition Divestitures and Corporate
Joint Ventures: An Accounting, Tax,
and Systems Guide for the Financial
Professional
Joseph M. Morris, John Wiley & Sons,
605 Third Ave., New York N. Y. 10158,
1984, 300 pp. —Every day The Wall
Street Journal reports on a significant
number of corporate acquisitions or divestitures. Leveraged buyouts have almost become a fad. Companies are spinning off losing entities and taking

2,PROCESSINGCHALLENGE 3.OUTPUTCHALLENGE

Add a chart of account codes out of
sequence with others.

Convert from calendar to week -ending reports for a fiscal period.

The CEO demands an accurate,midmonth, financial statement, today.

"Sure!Civemeadworso.When
did musavyou needed it ?"

'Ifs possible. Giveme a fewweeks.
Aremumallvsure youwant to
do thal ?"

"Forget it. Not in this lifetime.
Unless ou wantto re-write the
wholemtem."

niE38/volluNTANT & You

TKE38/AC000NTAN7&YOU
10minutes. Chcwse date boundaries,
subtotals, sequence, plus the level
of detail you want.

THE381A000UNTANT&YOU
2 minutes. You can evenlink
account codes to the cost centers
you want.

5 minute menu change, overnight

data conversion, initiated by the
accounting manager.

Y

THE 38/ACCOUNTANT
lets you do it yourself.
THE 38 /ACCOUNTANT

Excl.USrd egATUItES
• Designed and written in
structured RPG III, the IBM
System13Bnative language.
• 10 fully integrated modales for comprehensive
accounting.
• Installation in 20 work
• Money hack gugrantee
for 90 days after product
delivery

With THE 38 /ACCOUNTANT,the
accounting manager controls how your IBM
System/38 controls accounting. Simply.
Directly Without annoying the DP department.

That means Jobs finish faster and easier.
And, since THE 38/ACCOUNTANT posts
transactions daily, not monthly, a truer up -tothe - minute bottomline is as close as your
fingertip.
It's simple, too. Learn one application module
and you can use them all. So the next time you have
to ask a programmer to do something for you, cal l
SYSGEN. Ask "How would THE 38 ACCOUNTANT
allow me to do this myself ?" We'll describe the steps
and the time THE 38 /ACCOUNTANT would take.
Discover how THE 3 8/ACCOUNTANT is the shortest
distance between an accountant and the bottomline.

For introductory brochure
or to answer questions,
call or write,

SYSGEN
Pat Blake, Sales Manager
3001 Academy Dr.. Suite 120
Durham, NC 27707, (919) 489.2353
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THE
BEST
FIXED
ASSETS
SOFT
WARE.

For your IBM' Systern/38 . - Multi
Company, Multi -Facility - Book, Federal, State Tax Formats - IRS Reporting
Formats - ITC Reporting - Depreciation Projections - Integrated to our
GIL System
For more information contact ACM
Software, Inc, 3001 W Big Beaver Rd.,
Suite 324, Troy Michigan 48084 (313)
649 -1800 for the name of your nearest distributor. ACM Software. Inca is a
subsidiary of Advanced Computer
Management Corporation..

REGEXCY/38'"
Reach
for fast,
profit - building
.advice.
CASH
MANAGEMENT
By Edward D. Peterson
ISBN 53403376 -8

Increase your profits with the invaluable
cash management techniques given
here.
Financial managers, controllers,
bankers, treasurers, internal auditors,
CPAs and others will use this all- in-one
source for instant advice on - building a
strong banking relationship - making
financial arrangements - borrowing and
taking advantage of changing regulations
enhancing cash position - managing
accounts receivable - improving cash
flow - transferring funds - controlling
cash disbursements - investing excess
cash wisely - and much more.
(1984)

®

$34.95

VAN NOSTRAND REINHOLD

substantial write- downs. Relatively few
financial managers working for a single
emp loyer are ever i nvolved in mo re
than one of these types of transactions.
But if such a transaction appears on the
horizon, where sh oul d yo u t urn for
advice?
This book is written by a corporate
controller who has participated in these
types of transactions. He has added contributing authors with expertise in the
tax, SEC accounting, and computer systems areas. The relevant FASB, SEC,
and IRS standards and regulations are
described clearly. The book is written in
a manner so that a competent financial
manager can understand it. One does
not need to be a tax or SEC specialist to
get good value from this volume. It may
appear to have little appeal to those
working for a stable business organization. But what is stable today may be
for sale tomorrow! The first thing a
man agemen t acco un tant sho ul d do
when faced with a corporate acquisition
or divestiture is to obtain a copy of this
book. It is current through the 1984 tax
act and FAS 79.
AMK
The Human Factor in Computer Crime
Julia van Duyn, Petrocelli Books,
Princeton, N.J. 08540, 1985, 150 pp. —
This is an elementary book on the subject of preventing computer crime. The
author, who teaches computer security
and sys tems an alysis at Sacramento
State College, presents the fundamentals of the subject for nonprofesssionals.
This is a book totally without computer
jargon. It is enlivened by a number of
well- written case examples. Chapters on
physical security, hardware security,
software security, and personnel security compose the bulk of the book. This
volume would be of great value to controllers in small or medium -sized companies who have direct responsibility for
computer operations and computer security. It is too elementary for major
corporations that undoubtedly already
have sophisticated security systems in
place, although a review of the material
in t hi s bo ok wou ld p ro vi de a goo d
checklist.
Papers on Accounting History
R.H. Parker, Garland Publishing Inc.,
136 Mad ison Ave., New York, N.Y.
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10016, 1984, 184 pp.—The author is a
professor of accounting at the University of Exeter in England, and most of
these reprinted articles were published
first in that country. The material covered should be of interest to accountants
on either side of the Atlantic, however.
A particularly useful article, "History
of Accounting for Decisions," mentions
NAA and comments that the Association was established in 1919 as a response to work done during World War
I. Professor Parker states, "Early cost
accounting practice, as developed by accountants and engineers... were that,
firstly, cost accounting was mainly a
matter of ex post recording, rather than
ex ante planning and, secondly, that all
costs —fixed as well as variable — should
be allocated to the product.. The emphasis was thus on past allocations, rather
than future alternatives." (p. 55)
Another article traces the development of several Big 8 accounting firms
from their origins in England as early as
1881. Pictures of Frederick Whinney,
Arthur Cooper, and William Welch Deloitte are features not seen in many current accounting texts, and they bring
the practice of public accounting a little
bit more to life.
Another interesting chapter traces
the debate on uniformity of accounting
principles for different companies back
to the mid -19th Century. Some of the
burning issues now facing the FASB
and SEC are far from new.
These and other fascinating glimpses
into accounting history make Professor
Parker's book a welcome addition to
any library dealing with the history of
accounting.
Concise Desk Book of Business Finance
Second Ed ition, Donald W. Moffat,
Prentice -Hall, Inc., Englewood Cliffs,
N.J. 07632, 1984, 382 pp.—This reference work defines some 2,000 financial
terms. Man y o f the t erms wou ld be
thoroughly familiar to readers of this
magazine, such as "Dow Jones averages" or "invoice." Other terms, such as
"kiting," "most favored nation clause,"
or "life estate," may seem familiar, but
many of us may be unsure of the exact
meaning. This volume is more than a
dictionary but less than an encyclopedia. Perhaps the title "desk book" is an
accurate description.
MANAGEMENT ACCOUNTING /JUNE 1985

Computers
and
Accounting
16� 4-4
NAA hopes to provide a two -day executive summary of the highlights of
this five -day course next fall in its Professional Education Program. For information, contact Louis Bisgay, director
of professional education, at NAA's office in Montvale, N.J., (201) 573 -6215.

Attache Business Pack Series
Accounting programs inevitably must
make a trade -off between simplicity and
the capabilities they provide. At one end
of the spectrum are the very simple programs designed for the business that is
able to organize itself around the software. Th es e p ro grams co me wi t h a
chart of accounts and other features
plus built -in report formats so that all
the user has to do is conform the company accounting to the program's demands and start making entries.
At the other end of the spectrum are
the programs that provide a framework
for accounting but allow the user to customize the program during the set -up
phase to conform to the demands of almost any business need. However, because these programs are so flexible,
creating a chart of accounts and definitions for each individual account is
highly complex. In fact, formatting financial statements for complex accounting programs is si milar to computer
programming, and often the commands
used look like the BASIC language.
These programs are fine when the vendor or a consultant is used to set up the
program and when subsequent alterations are not expected to be frequent or
significant.
The Attache General Ledger package
falls squarely in the middle. Almost any
chart of accounts can be set up, and the
formatting of financial statements is relatively straightforward. Attache accomplishes this combination by requiring
the user to specify where each account
is to fit in the financial statements at the
time the process is being set up.
A Few Restrictions
While quite useful, this approach
MANAGEMENT ACCOUNTING /JUNE 1985

does impose some restrictions because
the user is required to enter the summary accounts first. For example, on the
balance sheet the first accounts that
must be entered are Total Assets and
Total Liabilities and Equity. Then the
subtotal accounts, such as Total Current Assets, Total Fixed Assets, and the
like, can be entered, and finally the detail accounts can be entered. If the user
tries to enter the accounts in account
number order, starting with cash, receivables, inventory, and so on, the program will reject them because the summary accounts into which they are to be
added do not exist yet. The documentation for the program takes care of this
difficulty by providing a chart in the
back of the manual which can be copied
and used to plan the chart of accounts
in advance so the entries can be made
"backwards."
A more frustrating implication of this
limitation is that when the user enters
the accounts to be used for computing
percentages —for example, to show
what percentage of total assets cash rep resents—he usually formats statements
so that the total account in each grouping is shown to be 100% of itself. However, when the total accounts are being
set up, they do not yet exist, so the user
must set up surrogate accounts and then
come back and mo dify t he tot al accounts so they can be used.

helped me set up the program for my
computer and possibly give some specifications as to the program's computer
requirements. This manual was not included. Although the program ran fine
on a Compaq with 512K of memory
and two floppy drives, no indication
was given of the minimum memory required, if there is any way to use the
computer on a single drive computer, or
how to set it up on a hard disk drive
syst em. A h ard drive wou ld b e very
convenient because program disks must
be exchanged on occasion. I was able to
get the program going by guesswork.
Previous criticisms notwithstanding,
Attache is a highly capable series of accounting programs and will prove quite
useful for any company that wants a sophisticated accounting package that can
be set up by a knowledgeable user without the need for outside help.
John C. Woosley is a CMA and CPA. He
is the audit manager for Nydam, Scholtens & Stewart in San Diego, where he
uses accounting and other types of microcomputer software extensively.

Display
With
Pride

Data Entry Is Easy
Once the accounts are set up, the program works well. Data entry— through
journal entries, disbursements, or re12' x 15"
ceipts—is easy, and the program acThe Standards of Ethical Conduct for Management
cepts th e entri es quickly, even long
Accountants now are available on a prestigious,
laminated plaque. Especiallydesigned for youroffice
ones, so the operator does not spend
wall, the Standards will serve as a symbol of your
large amounts of time waiting for the
integrity, professionalism, and association with an
screen to clear before making the next
esteemed organization.
entry. The program allows automatic
At just $10, it's certainlysomething no management
recurring journal entries, budget- to -acaccountant should be without. To order your plaque,
just mail this coupon with your payment to: NM,
tual analysis, and maintenance of prior
10 Paragon Dr., P.O. Box433, Montvale, NJ 07645.
period balances for easy comparison.
The Attache software series includes
The Standards of Ethical Conduct for Management
Accountants Plaque. $10 each (no membership dismodules for accounts receivable and
counts). Payment most areompa yorder.Please send
sales analysis, inventory, invoicing, and
me�—�plaque(s).�Enclosed�is�ached�for�$�—.
accounts payable.
Name (please print or type)
Throughout my experience with Attache, I was troubled by some weakCompany (it part of shipping address)
nesses in the documentation. According I
I
I
to t he u ser's manu al , a "R EAD ME I Mailingaddress
J I
FIRST" manual also should have been I c _ j State. � p — � — � — � — � — � —
included, which, I presume, would have
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NAA
Research
By M.A. Tipgos, J.R. Holmes, and G.H. Lander

Toward a Common Body of Knowledge for Management Accounting

We conducted a research project
commissioned by the NAA to define a
common body of knowledge (CBK)
for management accountants. The research undertaken constitutes the
second phase of NAA's overall project t o define a comm on body of
knowledge for management accountants. The report on the first phase
was published under the title Profile
of the Management Accountant and
is a state -of- the -art presentation of
what management accountants do
and of demographic data.
Establishing a common body of
knowledge for management accountants has the following purposes: to
serve as a basis for developing curricula for training prospective management accountants, to provide a basis
for the administration of the CMA examination, and to encourage current
management accountants to pursue a
well - balanced program of self- development to remain current in a changing profession.
The underlying assumptions of the
research are:
• Management accounting is an integral p ar t of t h e man ag ement
process;
• Its objectives are to serve management needs while participating in
that process (decision making);
• Management accountants interact
almost exclusively with managements of organizations;
• Management accountants also interact with the environment as it relates to their social responsibility as
members of a profession and to
their effectiveness in the manage58

ment process; and
• Change, being the catalyst in a dynamic society, is a constant and
significant factor in the environment
of management accounting.
Operationally, the common body of
knowledge consists of basic knowledge, technical knowledge, and

knowledge or awareness of pervasive
considerations. It also includes knowledge of developments in these fields
during the management accountant's
post - classroom years. This operational definition further specifies that professional education programs are an
integral part of the common body of
knowledge, which help ensure that
management accountants can obtain
both knowledge which is not normally
acquired in the classroom and knowledge of post - classroom changes and
developments.
The common body of knowledge
encompasses the business and related courses needed by prospective
management accountants. It excludes, however, the courses which
are referred to as liberal arts courses
in the curricula of most major business schools in the country today.
Basic knowledge consists of foundation areas that prepare accountants for further training in specialized
or technical areas. Basic knowledge
can be divided into five broad categories: basic accounting skills, communication skills, general business topics, personnel skills, and "personal"
or human behavior topics . As
matched with the functions and responsibilities of the management accountant, these basic knowledge ar-

eas cover the five primary topical
skills
valuation, planning and analysis, decision making, supervision,
and general activities.
A number of changes in managerial
techniques have occurred in the last
few decades, inc luding rapid advances in computer technology, creation of s trat egic b usin ess un its
(SBUs), and development of the management accountant's role as an active participant in the decision process. Rapid advances in computer
technology, particularly microcomputers, mean that management accountants must now know how to operate
the compu ters and us e software
packages to process and manipulate
data. The creation of SBUs by multinational corporations deals with the
problems of size, growth, and other
complexities of multinational operations. Finally, as full - fledged members
of the decision - making team, their expertise will play an increasing role in
the management process.
We noted several significant points
or " les son s" en cou nt ered in th e
course of our research. First, the impact of change is perhaps more profound in management accounting
than in any other accounting discipline. Second, change is inevitable
and professional education programs
have a primary role in allowing the
management accountant to keep up
with change. Third, the common body
of knowledge encompasses two experience components: academic and
"practice." Finally, the fourth lesson
relates to the behavioral and psychological impact of a common body of
knowledge for current and future
management accountants. A common body of knowledge may stimulate a new era of cooperation between academicians and practitioners, and may well be a source of pride
and commitment to excellence in the
profession.

This NAA monograph in an 8 rZ" X
11 ' format is available from the Special Order Dept., NAA, P.O. Box 433,
Montvale, N.J. 07645. Price: $8.95.
Please note the monograph series is
not a part of the Comprehensive Publication Service so CPS subscribers
will not automatically receive a copy.
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Understanding the New Fringe Benefit Law
47-4-4
Notice that the nondiscrimination
rules do not require that all employees
of a firm receive the fringe benefit for
the exclusion to be available. For example, an excludable store discount may be
granted only to executives and salespersons, but not to employees in other categories, such as clerical and maintenance
workers. The test is whether there is a
greater proportion of most highly compensated employees than other employees in the category. If the number of the
most highly compensated employees to
whom the benefit is available as a proportion of all employees in each reasonable category estab lished by th e emp lo yer is not su bstantially h igh er th an th e
correspond in g p r o p o r tio n s fo r th e re m aining ca te go ries o f e m p lo y ee s, th e
classificatio n is n o t d iscrim inatory .
The fair m arket valu e o f th e b en efits
received by persons in the highly compensated grou p are in clu d ed in th eir in co m e if t h e f rin g e b en e fit p r o gr a m is

found to discriminate. Inclusion is not
limi ted to t he exces s of the ben efit
granted to th e h igh ly co m p en sated em ployees over the ben efit, if an y , gran ted
to other emp loy ees. For ex am p le, if certain key ex ecu tives o f an airlin e are afforded the privilege of flying free of
cha rge in th e first -class sectio n wh ile
only the c o ach sectio n is av aila b le to
other em plo y ees, th e fu ll va lu e o f t h e
first -class ticket is in co m e to an yo n e in
the key ex ecu tives gro u p receivin g th is
fringe.
Because wo rk in g c o n d it io n frin ges
are exem pt fro m th e n o n d iscrim in atio n
rule, no inco m e wo u ld b e repo rtable b y
a key execu tive wh o receives free p arking on or n ear th e bu sin ess p rem ises o f
th e em p lo y e r e ve n th o u g h o th e r e m ployees m u st p a rk th e ir ca r s a t th eir
own expen se. Sim ilarly , if on ly high ly
compensated em ploy ees occasion ally receive tic kets fo r sp o rt in g even t s o r th e
theatre, an ex clu sio n wo u ld b e allo wed
equal to th e valu e o f th e tickets b ecau se
they would b e vie wed as d e m i n i mi s
fringe benefits.

Relationship of Employer to
Employee
The availability of the above excluMANAGEMENT ACCOUNTING /JUNE 1985

sions also is subject to certain relationships existing between the provider and
recipient of the fringe benefit. Under the
new rules, the provider must be the recipient's "employer" and the recipient
must be employed in the same "line of
business" as the provider of the benefit.
A b en efit recipient will be t reated as
an "em p lo y ee" of the pr ovider even if
no t in th e d irect employ of the provider,
if th e pro vider is a member of a group of
related b usinesses that included the em p lo y ee's actu al em ployer. Thus, if the
e m p lo y e e o f C o m p a n y A rec eives a
frin g e b en ef it fr om Com pa ny B, the

was designed by Congress to introduce

a degree of certainty in the tax treatment of "nonstatutory" fringe benefits.
To the management accoun tan t, the
new rules are legion with questions and
uncertainties, and they will require significant modification of internal accounting systems. Management accountants now will be required to produce
information that previou sly was not
needed. By familiarizing themselves
with the new rules, management accountants can anticipate the requests
and furnish relevant information on a
�

timely basis.

benefit will be treated as having been received from his employer if the provider
is a su b sidiary or parent corporation of
Co m p an y A. (Note that the nondiscrim in atio n ru les are applied by aggregating
th ese related employers.)
In resp ect of the no- additional -costservice frin ge benefit, even if there is no
relatio n sh ip in fact, one will be inferred
if a written reciprocal arrangem ent is
en t ere d in to be twe en unrelated firm s.
Th u s, th e ex clusio n will b e allowe d in
th e ab o ve ex am ple even if Com pany A
a n d C o m p a n y B a r e unrelated, if th e
f ir m s e n t e r in t o a writt en recip rocal
agreem en t to provide a n o- additionalco s t f r i n g e be n ef it to e a c h o t h e r ' s
emplo yees.
In ad d itio n to e st ab lis hing th e em ploy er- emp loyee relationship described
ab ove, to ex clude the value of the fringe
ben efit fro m an em ployee's incom e, the
ben efit m u st be t he s a m e t y pe t h at is
so ld or p rovided to the public in the ordin ary co u rse of the line of business of
th e em p lo y er in which th e em ploy ee
wo rks. Fo r exam ple, if a n e m plo yer is
en gaged in b oth the petroleum refining
bu sin ess an d the office m achinery business, d isco u nts on office m achinery to
em p lo y e e s of t h e p e t ro le u m division
wo u ld resu lt in taxable incom e. However, if an em ployee provides services that
d irectly b en efit m o r e t h a n on e o f h is
em p lo y er's lines of business, then the
em p lo y e e is t re at ed as pro viding se rvices in all of the lines. An accountant,
fo r exam p le, in the headquarters group,
bu t n ot on e in a division, would be entitled to d isco unts in all lines of business.
Th e 19 84 f r in ge b e ne fit legislation
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Accounting
Education
Melkote K. Shivaswamy and George F. Hanks, Contributing Editors

What Do Accounting Students Look for in a Job?

To determine what job factors were
most important to students, we surveyed 712 students enrolled in accounting courses at Ball State University in Indiana. We were also
interested in finding out how these job
priorities vary among students with
different demographic backgrounds.
For example, do married and single
students look for the same things in a
job? Do men and women have the
same order of priority in job features?
Do students with high grade point averages and those with low or mediocre averages differ significantly in
their views about prospective jobs?
The 712 students in our study are
probably a fair representation of typical college students. Our group was
predominantly unmarried (87 %) and
almost evenly split as to males (54 %)
and females (46 %)_ The respondents
were also b alanced ac cording to
class; sophomores accounted for approximately 32 %, juniors for 35 %, seniors for 28 %, and graduate students
and others for only 5 %.
Overall, t he job c haract eris tic
ranked most important to students
was job security ( "enable me to look
forward to a stable, secure future "),
and suggests that students are extremely concerned about obtaining
jobs that are secure enough to allow
them to turn their energies to other
matters. We believe this is highlighted
by the job characteristic that was
ranked second overall, "an opportunity to use my special abilities and aptitudes." Students want jobs that will
be challenging and provide them opportunities to grow professionally. It
60

also indicates that once the job security need is satisfied, it will be replaced by a desire to have an interesting, demanding job. The third most
important factor to our respondents
was m on ey ( " provide m e with a
c h an c e t o earn a g ood deal of
money ").
At the other end of the spectrum,
students felt the least desirable job
characteristic was extensive travel
( "provide me with an opportunity to
travel extensively "). The term "extensive travel" may mean different degrees of travel to different individuals,
but the message is clear —a job with
too much travel would not appeal to
most of the students in our study.
Second from the bottom in the
ranking of job factors was a concern
for social status and prestige ( "give
me social status and prestige "). The
low score on this item could be the result of several elements all of which
involve value judgments. Because of
this, we will avoid speculation on the
reasons for the ranking and simply
note that social status and prestige
do not seem to be characteristics students are seeking in a prospective
job.
Differences Between Men and
Women
Men and women ranked the same
three job characteristics as the most
important but in a slightly different order. Men rated security as most important, money as second, and a
chance to use their abilities and talents third. Women, on the other hand,
felt that a chance to use talents and

abilities was most important, security
second, and money third.
Both groups placed extensive travel at the bottom of the priority list.
Freedom from supervision was also
ranked low by both groups. Prestige
an d s tat u s als o ran k ed low b u t
seemed to be relatively more important for men. One characteristic that
ranked in the mid -range for both
groups but slightly higher for women
was the opportunity to work with congenial people.
The two characteristics that men
and women disagreed on most were
the importance of money (more important to men), and using their talents and abilities (more important to
women). Both of these characteristics, however, were rated high in importance by both groups. The characteris tic with the m ost agreement
between these two groups was extensive travel which they both ranked
lowest in desirability.
Married vs. Single Students
Married and single students, like
men and women, agreed on the same
three most important job characteristics but with some difference in their
relative rankings. Perhaps the most
surprising result involved job security.
Both married and unmarried respondents ranked security in the top three
but single students rated it as most
important while married students
placed it third. We found this particularly interesting because we intuitively
expected students with family responsibilities to be more concerned with
job security. A possible explanation of
this result may be that many married
students have working spouses. The
existence of one family income may
ease some of the anxiety concerning
the security of a second, future one.
After job security, single students
listed the use of special abilities second, and money as third. Married students felt that a chance to use special
abilities was the most important factor, money was second, and security
third. For both groups, the least desirable characteristic was extensive
travel. Both also agreed that status
and prestige was second to last in
importance.
Does a student's grade point averMANAGEMENT ACCOUNTING /JUNE 1985

age (GPA) make a difference in how
job characteristics are perceived?
The answer that emerged from our
study was, yes, some. We divided the
students into five groups according to
grade point average (on a four -point
scale): 3.5 - 4.0, 3.0 - 3.4, 2.5 - 2.9,
2.0 - 2.4, and below 2.0. Once again,
all groups picked the same three job
factors as most important. As with our
other analyses , th e g roup s were
somewhat different in their rankings.
Significantly, though, the two high
GPA groups were exactly alike in their
rankings as were the lower three.
Generally, students with better
grades are interested in being able to
use their special abilities first, job security second, and money third. Students with GPAs of 2.5 and below are
most concerned with job security,
then with money, and finally with using their special abilities. W e find
these results significant in their implications for prospective employers
who are trying to attract the top accounting students.
Once again, the overwhelming favorite for last place was extensive
travel.
Our study reveals that three job
characteristics are of overriding importance to students. These include
the prospect of a stable, secure future, the opportunity to use special
abilities or aptitudes, and the chance
to earn a good deal of money. Equally
important, but in a negative way, is
the opportunity to travel extensively.
While the same top three factors

emerged in virtually each group that
we studied, there were significant differences in their relative order. These
differences hold special meaning for
employers since they indicate the
chief areas of concern for the students they are trying to hire. For example, firms attempting to attract only
students from the 3.0 GPA and above
category should emphasize those aspects of their firm that will allow students to use their special abilities and
aptitudes. Similarly, men students
seem primarily concerned about job
security. Consequently, any job interview with a male student that does
not address this aspect of the job will
not be complete.
Salary is another item that is on the
minds of students. W e have often
heard students being advised not to
raise the issue of money when talking
to prospective employers. Presumably, a question on the subject reflects misdirected priorities. The fact
is that students entering the job market are curious about salary and financial potential. This may be because they are unfamilar with the job
market and have little or no information about salary levels. Prospective
employers should take the initiative in
providing this information and avoid
putting an already uncomfortable interviewee in even more discomfort.`
Melkote K. Shivaswamy is associate
professor of accounting, and George
F. Hanks is professor of accounting at
Ball State University.

INSTANT FINANCIAL PICTURE!
Corporate Financial Simulation Model on your IBM PC, XT or AT
with Lotus 1 -2 -3, Multiplan, SuperCalc, VisiCalc orPeachCalc.
Also available on most PC /M & all Apple
systems. A $6,000 value for $295.

Bottom == _= V
A F ina nc ial Dec is io n S u p p o rt S ys te m — b u d ge tin g,
p la nning , a na lys is , a nd five- ye ar fo rec as tin g.
Now us ed nationwide b y Peat, Marwick, Mitchell & Co
( "Big 8" accounting firm)

For info rm ation o r imm ed iate UPS COD delivery call 1 -800- 828 -7257,
CA only 1- 800 - 523 -7201 or 714 - 476 -2842.
ILAR Systems, Inc. • 1300 Dove Street, Suite 105 • Newport Beach, CA 92660
MANAGEMENT ACCOUNTING/JUNE 1985

CostAccounting
andPayroll
Support
IBM PC.XT /AT Bar Code
Data Collection System

Application
Collect attendance, labor and material cost
data quickly and accurately with the DCSI
Data Collection System. Bar code wanding stations allow workers to easily enter
data on:
• Direct /Indirect Labor
• Time /Attendance
• Production Counts
• Inventory Receipts and Issues
• Material Movement
The data is edited, stored, passed to your
host and is available for up -to -the minute
status inquiries. The data is processed
to reconcile laborto attendance time and
is prepared for your payroll, shop floor
control and inventory applications.

Bar Code
Bar Code provides a superior method for
collecting shop floor data. Easy -to -do
wanding is fast, accurate and readily
accepted by workers. Affordable wanding
stations can be placed near the workers to
minimize lines and unnecessary steps.

The System
DCSI supplies the complete system, takes
full responsibility and guarantees its
success. The best hardware by IBM.
INTERMEC, and PRINTRONIX can be
configured for up to 300 wanding stations.
The powerful DCSI software allows you to
define the transactions to be collected
without custom programming. Data is
passed to the host by on -line communication or batch file transfer.
DCSI will configure a system and assist
you in tailoring the software to meet your
specific needs. DCSI provides on -site
installation assistance and user training.
For more information on how you can
benefit from bar code data collection and
implement your system in weeks, call
or write:

&
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Data Collection Systems, Inc.
5500 France Avenue South
Minneapolis. Minnesota 55435
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Small
Business
Kathy Williams, Editor

Department's auspices and gives names of
sources and telephone numbers for business
people to call if they have any questions or
want pertinent information. This directory is
available in quantities from the Government
Printing Office for $2 a copy. Checks should be
payable to the Superintendent of Documents,
referring to stock number 003 -000- 00635 -2,
and sent to Superintendent of Documents, U.S.
Government Printing Office, Washington, D.C.
20402, or you may call (202) 783 -3238.

Export Help Is Available
Update on IRA Book
The Center for the Study of Services has just
published the 1985 -86 revised edition of its
popular The IRA Book: the Complete Guide to
IRAs and Retirement Planning. Although the
original format is maintained — complete with
clever illustrations and clear tables —this updated version contains a number of new topics
such as where to find the highest IRA yields;
who still offers IRA accounts that allow depositors to lock in an interest rate with an initial investment of $100 or less, and then to make later deposits at that initial interest rate; and the
advantages and disadvantages of self - directed
IRA accounts. The book also covers recent
changes in tax laws. This comprehensive,
easy -to- read - and - understand guide to decision
making about IRAs and other retirement planning issues contains extensive advice on alternative tax shelters, distribution options for pension and IRA assets, and use of IRAs as a
nonretirement tax shelter. The book is available
for $6.95 from The IRA Book, 806 15th Street,
N.W., Washington, D.C. 20005, or call (202)
347 -7283. Checks should be payable to "The
IRA Book."

Where to Find Government Help
The National Oceanic and Atmospheric Administration, the Patent and Trademark Office, the
Bureau of the Census, and the U.S. Travel and
Tourism Administration have at least one purpose in common —to provide service to the
business community. To help business people
find the right answers to questions such as
what international market would be good for
their product or which part of the country had
the highest unemployment rate for the first
quarter of 1985 or what's a good training program for employees on handling customer
complaints, the Commerce Department has issued a Business Services Directory. This booklet contains synopses of the activities of all departments and agencies under the Commerce
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The U.S. Department of Commerce has published the Export Trading Company Guidebook,
which describes the functions and the advantages of establishing or using an export trading
company. It also can serve as a planning tool
for small businesses that want to review business considerations necessary to conducting
successful export operations. To order the
guidebook, send a check for $4.75, payable to
Superintendent of Documents, U.S. Government Printing Office, Washington, D.C. 20402,
and refer to stock number 003 - 009 - 00364 -4_

Congress Lauds Small Businesses
In responding to a recent survey on the future of small businesses in America, most
members of Congress said that small businesses are critical to the success of American enterprise, and, although they see a slight recession looming, they foresee a decrease in small
business failures. They feel that small businesses in particular have helped curb unemployment and create new jobs, and they note
that certain small businesses, such as clothing
manu fact urers an d autom otive produc ts,
should have some means of protection from
foreign competition so they can have a better
chance to succeed. Respondents also said that
tax legislation has had the most negative impact on small businesses, with the next most
detrimental being import /export legislation.
They also said that the Small Business Administration has been the most helpful government
group, with Congress ranking next, but the IRS
and Securities & Exchange Commission have
done the least for small businesses. The survey
was conducted by The Enterprise Group of
Touche Ross & Co., which provides comprehens ive fin anc ial servic es t o p rivate and
emerging companies, as part of its specialized
services activities. To obtain further information
about the study, write The Enterprise Group,
Touche Ross & Co., 1633 Broadway, New
York, N.Y. 10019, or call (212) 489 -1600_
CI
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Implications.
Ragnor Seglund and Santiago Ibarreche, August 1984.
Investments
Accounting for Commodity Futures.
Ted Siebers, April 1985.
Investment Tax Credit
Investment Credit: Are You Getting
Your Share?
Thomas W. Hollen, October 1984.
Labor
Direct Labor Cost Not Always Relevant at H -P.
Ri ck Hun t, Li nd a Garrett and C .
Mike Merz, February 1985.
Overcoming the We/They Syndrome.
James Wagner, September 1984.
Law
So You Want to Be an Expert Witness.
Keith A. Russell, March 1985.

Management
How to Choose the Right Form of Doing Business.
Robert E. Engle, January 1985.
Measuring t he Divisi on Manager's
Performance.
Curt Brouwer, December 1984.
Management Accounting
Acco u n t i n g fo r t h e F acto ry o f t h e
Future.
David M. Dilts and Grant W. Russell, April 1985.
Are Ethics Dangerous to Your Job?
Robert G. Morgan, Jalaleddin Soroosh, C.J. Woelfel, February 1985.
Co mpan ies Are No t Us in g F AS 33
Data.
Kenneth Rosenzweig, April 1985.
Developing Concepts for Management
Accounting: a Challenge.
Jonathan B. Schiff, August 1984.
How Management Accountants Coped
with Recession.
Clark E. Chastain, January 1985.
Management Accountants: Don't Overlook Quality Circles.
Russell Briner, Frank Wiebe, Shaker
Zahra, December 1984.
Secret Allies?
Othmar W. Winkler, June 1985.
The High Tech Challenge to Management Accounting.
Earl K. Littrell, October 1984.
Why Your Company Needs Three Accounting Systems.
Bart Johnson, September 1984.
Management Information Systems
Des igni ng Acco un tin g In formati on
Systems.
Michael J. Cerullo, June 1985.
Is BOMP Worth the Trouble?
John W. Book, March 1985.
MAP
Accounting for Software Used
Internally.
MAP C o mmi t tee (Is s ues P ap er),
March 1985.
MAP Statement Promulgation: a Historical Perspective.
Louis Bisgay, April 1985.
Statement on Management Accounting
Practices, No. 4A, Cost of Capital.
MAP Committee, November 1984.
Multinational Accounting
C o mp et i t i o n Sp u rs Wo rl d wi d e
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Harmonization.
Gary Meek, August 1984.
National Association of Accountants
Controllers' Conference: Motivating
Performance.
Susan Jayson, January 1985.
Good -bye, New York - Hello, New
Jersey!
Donna Marks, December 1984.
Obsolescence
Facing Ethics Involved in Technical
Obsolescence.
Rita Hopewell, Eileen Klink, Reuben
Coleman, December 1984.
Do nat in g In vent o ry Can Imp r o ve
Profitability.
James D. Kimes, February 1985.
Performance Evaluation
Meas uri ng the Di vis ion Man ager's
Performance.
Curt. Brouwer, December 1984.
Plant Management
Plant Forecasting at Burroughs.
Dominic R. Janusky, March 1985
Political Action Committees
Accounting for PACs.
Gene L. Smith, July 1984.
Pricing
Mak ing Price Decis ion s i n a Small
Business.
John Malloy, December 1984.
Productivity Accounting
Accounting for Productivity: a Practical Approach.
Russell A. Taussig and William L.
Shaw, May 1985.
Increasing Productivity in the United
States.
Harold E. Arnett (NAA Research
Report summary), November 1984.
Productivity Measure Aids in Profit
Analysis.
Gary N. Brayton, January 1985.
Quality Circles
Management Accountants: Don't Overlook Quality Circles.
Russell Briner, Frank Wiebe, Shaker
Zahra, December 1984.
Quality Control
Just -in -Time: the Accounting Implications.
66

Ragnor Seglund and Santiago Ibarreche, August 1984.
Quality Costs
Costing for Quality at Celanese.
John Clark, March 1985.
Quantitative Methods
Estimating Reserves with Quantitative
Methods.
Gene L. Smith and Thomas J. O'Larnic, November 1984.
Recession
How Management Accountants Coped
with Recession.
Clark E. Chastain, January 1985.
Risk Management
Risk Management: More than
Insurance.
Olivia J. Hoecker and Dorothy M.
Watson, August 1984.
Sales Equivalency
Using Sales Equivalency as a Cost Saving Tool.
Norbert L. Enrick, February 1985.
SEC
Filing into the Future with EDGAR.
Susan Jayson, June 1985.
Small Business
Do Accou n tant s M ak e Go o d Smal l
Business Owners?
J o an n e L. Sto ck dal e, No vember
1984.
Mak in g P ri ce Deci si ons i n a S mall
Business.
John Malloy, December 1984.
Start-up Companies
How to Choose the Right Form of Doing Business.
Robert E. Engle, January 1985.
Statistics
Secret Allies?
Othmar W. Winkler, June 1985.
Taxation
Investment Credit : Are You Getting
Your Share?
Thomas W. Hollen, October 1984.
Penalties for Federal Tax Crimes: the
IRS Arsenal.
Meyer Drucker and Mark A. Segal,
July 1984.

S u rvi vi n g the IR S Tax Accru al
Decision.
Gary A. Growe an d Ph ilip G. Kaplan, February 1985.
Tax Reform and Its Impact.
Susan Jayson, March 1985.
The Case Against Deferred Taxes.
Ara G. Volkan and Joseph C. Rue,
March 1985.
Understanding the New Fringe Benefit
Law.
Ronald W. Blasi, June 1985.
Transfer Pricing
Auto Dealers Lag in Transfer Pricing.
Joseph A. Scarpo, Jr., July 1984.

NAA
Research
The Product Abandonment Decision.
Douglas M. Lambert, May 1985.
Accounting for Income Taxes
Robert W. McGee, November 1984.
Accounting for Software Costs.
Robert W. McGee, September 1984.
Distribution and Financial
Management.
Price Waterhouse & Co., October
1984.
Financial Reporting by Private Companies: Analysis and Diagnosis.
A. Rashad, Abdel- Khalik, October
1984 (published by FASB but joint
FASB/NAA research project).
Increasing Prod uctivity in the United
States.
Haro l d E. Arn et t and Neil R.
Schmeichel, December 1984.
Managing Microcomputers: A Guide for
Financial Policy Makers.
Price Waterhouse & Co., October
1984.
Software Taxation.
Robert W. McGee, September 1984.
The Acquisition Decision.
Woods Gordon, January 1985.
The Effects of Software Accounting Policies on Bank Lending Decisions.
Robert W. McGee, September 1984.
Toward a Common Body ofKnowledge.
Manuel A. Tipgos, James R. Holmes,
and Gerald H. Lander, January 1985.
Warehouse Accounting and Control:
Guidelines for Distribution and Financial Management.
NAA & NCPDM, June 1985.
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Research Publications
To Count On
#84166
THE PRODUCT ABANDONMENT
DECISION
By Douglas M. Lambert
An area of major importance in today's business world is the contribution generated by
each product line. This research explores the
managers' product abandonment decision,
detailing the specific criteria, procedures, accounting data and information utilized.
Criteria used to identify weak products along
with factors and variables for evaluating the
products position are discussed. The researcher develops a model for practitioners
to use in analyzing the product abandonment
decision.
The study includes 12 in -depth company
interviews in the industries of packaged goods, durable goods, high technology, and
processing. A mail questionnaire to 1300 U.S.
and Canadian firms is also included in this
research study.
194 pages $21.95

#84162
THE ACQUISITION DECISION
By Woods Gordon
This study highlights and provides insights
for an inexperienced acquirer who wants to
be a successful acquirer. The vital tasks and
decisions involved in the acquisition decision making process, including management accountant information needs, are identified
and interpreted. Face -to -face interviews were
conducted with senior executives in 29 companies located in the United States and
Canada to determine the actual process of
making acquisition decisions. All companies
were active acquirers. It was found that each
company possessed a unique approach to
acquisitio ns in the areas of management
style, organizational structure and corporate
culture. Each is examined and discussed in
great detail.
102 pages $15.95

#84157
MANAGING MICROCOMPUTERS:
A GUIDE FOR FINANCIAL POLICY
MAKERS

NAA publications are the books you
can turn to when you run into a
tough problem. Written by experts
in the field, these publications will
help you solve any number of problems and provide you with fresh, innovative thinking.

By Price Waterhouse & Co.
With the ever- increasing popularity of microcomputers, more and more businesses are
using several computers in different locations,
all connected by transmission facilities. This
timely study concentrates on the control problems presented by the use of microcomputers
within a business environment. The report
identifies and offers practical solutions to control problems posed when micros are used
as stand -alone units and when micros are
linked to other computers. The research includes interviews with CFOs, controllers,
directors of internal audit, DP managers and
other users; as well as consultations with
technical experts. The findings of this report
should prove invaluable to financial managers looking towards the future.
100 pages $11.95

Choose the books that can help you
in your specific area of work and
mail in your order right away. You'll
increase your expertise and Improve
your effectiveness. You can count
on it.

#84158
WAREHOUSE ACCOUNTING AND
CONTROL: GUIDELINES FOR
DISTRIBUTION AND
FINANCIAL MANAGEMENT

#82141
BUDGETING FOR DATA PROCESSING

By Ernst & Whinney and
Cleveland Consulting Associates
Warehousing is rapidly changing in the
marketplace today. Warehousing manages
the flow of goods and materials through the
corporate network and affects the overall
distribution service and cost performance.
The study establishes policies, procedures
and guidelines for effective management and
warehouse cost reporting. Accounting and
control are the main focus, concentrating on
both private and for -hire warehousing services. Factors increasing the interest in the
warehousing dimension are cost concerns,
increasing customer demands for better services, savings opportunities from transportation consolidation and efforts to streamline
manufacturing processes.
200 pages NAA Member $25'
Nonmembers $50

By Anker Andersen
How much money should a company spend
for operating its data processing department.
and what results does it want in return? The
two key measures, are effectiveness (producing the desired results) and efficiency (producing results with minimum cost and /or
minimum time). To determine the best guidelines in this area, the author prepared three
in -depth case studies, analyzed the responses of two sets of questionnaires sent
to 60 firms, and surveyed industry trade
associations to determine industry standards.
This book can help management accountants
learn how much and where automation expenses are being incurred, what those expenses represent, and how much they should
be spending to operate their DP departments.
49 pages $6.95

Mail to:
National Association of Accountants
Special Order Dept.
10 Paragon Drive, P.O. Box 433
Montvale, NJ 07645.0433

All prices include postage and handling. NAA members are entitled to a 10% discount
Nonmember;
please send
Member #
membership information.

Please send me the following books

All orders under $25.00 must be
prepaid.

Charge to my credit card: (minimum order: $25.00)

Payments must be drawn on a
U.S. bank.

Visa #
MasterCard #

Number of

Number of

Books

Books
# 84166 ® $21.95

# 84157 C4' $11.95

# 84162 @ $15.95
# 84158

# 82141 @ $6.95

N.J. State residents, please add
6% sales tax.

expiration date

'(No member discount)

Name (please print or
—Total Price:

pany (it part of shipping address)

Less 10% (if applicable):
Address

Total Books:

TOTAL:

City, State, Zip

Interbank a

x
signature

Institute of
Management
Accounting
James Bulloch, Editor

IMA Awards Beyer Medals
The Institute of Management Accounting (IMA)
has announced the four highest scorers on the
December 1984 Certificate in Management Accounting (CMA) examination. Five other candidates will receive Certificates of Distinguished
Performance.
Stephen D.M. Schuetz, management consultant at Ernst & Whinney, New Orleans, La., has
won the Robert Beyer Gold Medal. Daniel R.
Peterson, financial analyst at the Pillsbury Co.,
Savage, Minn., has won the Robert Beyer Silver Medal Award. Richard W. Krzyminski, consultant in the management consulting department of Peat, Marwick, Mitchell & Co., Chicago,
III., was named winner of the Robert Beyer
Bronze Medal Award.

SCHUETZ

PETERSON

KRZYMINSKI

The Beyer Medals are sponsored by Touche
Ross & Co. in honor of the late Robert Beyer,
former managing partner of the firm and a past
national president of NAA.
The Monsanto Student Performance Award
went to Myles A. MacDonald, recent graduate
of the MBA program at the University of North
Carolina at Chapel Hill. Monsanto Co. of St.
Louis, Mo., established this award eight years
ago to recognize the student achieving the
highest score on the examination.
Certificates Won by Five
Certificates of Distinguished Performance

68

were presented to five other IMA candidates.
They are Surendra P. Agrawal of Memphis,
Tenn.; Martin A. Brady, instructor at Southeast
Missouri State University; Michael E. Borton, financial specialist at NCR Credit Corp.; Patrick
W. Dowd, accountant at Touche Ross & Co.,
and a member of the Denver NAA Chapter; and
Sandra L. Ligon Weber, assistant professor at
Northeast Missouri State University.
About the Winners
Gold Medal winner Stephen Schuetz was
valedictorian of his class when he was graduated summa cum laude from Louisiana State University at Baton Rouge in 1982, He earned both
a B.S. degree in accounting and in finance from
LSU. He also successfully completed his CPA
examination on the first attempt. Before joining
E &W he was controller at Southern Equipment,
Inc., during summer 1983.
Daniel Peterson, Silver Medal winner, was
graduated magna cum laude from St. Olaf College, Minn., in 1981. He was awarded departmental distinction in Economics and is a Phi
Beta Kappa member. He earned an MBA degree at the University of Minnesota, School of
Management, in Finance and is a member of
Beta Gamma Sigma fraternity. He was one of
four University of Minnesota MBA students who
provided Radisson Hotels with an analysis of a
conversion from on -site accounting to centralized accounting. He is responsible for various
accounting and financial projects at the Green
Giant Company of Pillsbury.
Richard W. Krzyminski received his B.S. degree in accounting and MBA degree in finance
from Indiana University, and his doctor of jurisprudence degree from University of Michigan.
An attorney licensed to practice in Indiana, he
is a member of the American Bar Assn. He is a
member of the Beta Gamma Sigma business
honorary fraternity and the Beta Alpha Psi accounting honorary fraternity.
Student winner Myles MacDonald is all set to
begin his job July 1 as senior administrative analyst at Texas Gulf Coast Div., Tenneco Oil Exploration & Production Co. in Houston, Tex.
More than 5,900 people have completed the
CMA examination, as of April 1, 1985, and
5,409 persons have been awarded the Certificate in Management Accounting. The IMA estimates that more than 2,600 candidates will participate in the next CMA examination to be held
on June 12, 13, and 14 at 67 testing sites.
For further information about the CMA examinations or the Institute of Management Accounting, write to: IMA, 10 Paragon Drive, P.O.
Box 405, Montvale, N.J. 07645.
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Opinion

MIS

644

1244
In such cases, an audit trail must allow
for verification.
Three to six months after the system
has been installed, management should
evaluate whether the system is working
as well as anticipated. For example, is it
easy to use and are the forecasting procedures producing verifiable results?

at the middle management level, has a
much greater impact on his or her organization in the United States than he or
she does in Europe. We will never see
the day when everyone who should be
knowledgeable is knowledgeable, but we
can move in that direction, at least.
One way not to approach the problem
became clear from a phone call to the
NAA offi ce recently. The firs t call,
asked whether we would "be interested
in having NAA's viewpoints on the six
o'clock TV news." This sounded reasonable, so I had someone call back for
more inform atio n . "So rry ," th e p erso n
said, "we ca n o n ly give th a t o u t to th e
pers on we called " ( th a t w as m e) . Th at
sou nde d a w ee b it s h ad y , but I called
back anyway an d was to ld th at they
could get us 10 on e - minu te spo ts o n an
unidentified TV statio n —fo r $42,000. I
suggested we m igh t m ake n ews, b u t we
were not bu y in g tim e to p resen t it. Th e
rather obnoxious person on the other
end said her organization then would
have to oppo se the accou ntan t's po in t of
view in the cu rren t pu blic d iscu ssio ns.
She hung up ab ru p tly . So m u ch fo r o n e

effort at missionary work!
Certai nly mu ch more frui tfu l h as
been th e work of the AAA M anagement Accounting Section under the
chairmanship of Bill Ferrara (1983 -84)
and Jim Fremgen (1984 -85). I've just
finished reading Jim's report of the activities of his committee and its work
wi t h o u r o wn Acad emic Relati on s
Committee under the chairmanship of
Herb Knortz. If management accounting is to become better known, not only
among its practitioners but among the
general public as well, the campus is an
important place to start.
That doesn't preclude any of us from
spreading the gospel as well. As NAA
becomes more and more the recognized
voice of the management accountant, it
is incumbent upon each member to find
an d u s e o p p o rt u n i t i es to tell the
world — including our elected representatives —what accounting, and particularly management accounting, is all
about. That way maybe our profession
will at least become "the profession
somebody knows."
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Michael Davis is assistant professor in
the Department of Accounting and Law
at Lehigh University, and Joseph L. Sardinas is associate professor at the School
of Management, University of Massachusetts.

Letters
15-4-4
Shultis's comments on the "Conceptual
Framework — Federal Go vern men t
Style" (April '85). I'm favorably impressed with his thoughts and the simple, straightforward, logical approach to
correcting the current fiasco.
After researching this matter further,
I plan to write to members of Congress
to help get this issue off dead center.
Cliff Chaipel
Ft. Meyers Fla.

are prepared by the Board's staff and
are reviewed by Board members. TB851 specifies that preferred stock issued
last Decemb er by the F ederal Home
Loan Mortgage Corporation (Freddie
Mac) and distributed by the 12 district
Federal Home Loan Banks to savings
and loan institutions should be recorded
by the thrifts at fair value and reported
as extraordinary income.
The other Technical Bulletin, No. 852, titled "Accounting for Collateralized
Mortgage Obligations," clarifies that
CMOs should be presumed to be borrowings and reported as liabilities in the
financial statements of the issuing company unless the borrowing presumption
is overcome by the presence of certain
conditions. In that event, the associated
collateral should be eliminated from the
issuer's financial statements and gain or
loss would be recognized.
CMOs are bonds secured by either
mortgage- backed securities or mortgage
loans issued by a subsidiary of a sponsoring parent corporation. The bonds
are structured so that nearly all of the
collections of principal and interest
from the underlying collateral are paid
through to the bondholders.
ACCOUNTING
BUSINESS
MICROCOMPUTER
GET THE WINNING EDGE
IN YOUR PROFESSION
AUTHORITATIVE AUDIOIVIDEO
CASSETTE PROGRAMS
Today's rapidly changing taxatio n,acco unting and business
areas demand that you take advantage of every resource at
your disposal. You need expert
advice to help you gain the
winning edge and prosper. And
TOTALTAPE provides the ideal
solutio n.

MAP
10� -411111
version incentive paid to the holders of
its convertible debt. The expense is not
to be classified as an extraordinary item.
In computing primary earnings per
share, the "cash yi el d t es t" of APB
Opinion 15 always has resulted in showing zero coupon convertible bonds as
common stock equivalents— because
such bonds have no annual cash interest
payments. FAS 85 amends Opinion 15
to replace the "cash yield test" with an
"effective yield test" for determining
whether convertible securities are common stock equivalents for the purpose
of compu ti n g primary earni ngs per
share.
The FASB also recently issued two
Technical Bulletins. Technical Bulletins

C a ll o r wr i t e f o r ou r c om pl et e c a ta lo gu e
and FR EE 60- mi nut e samp le lec tur e.

TOLL FREE 1-800.874 -7877
In Florida 1 -800- 342 -0394 or (904)376 -8261
ame

Dept. MA

treet A dress

City

tale

ir

ne

of t me P ho ne

ALL PROGRAMS
CPEJCECREDIT
•

Ip

;

-•
•

. FOR

Totaltape
4251 SW 13th St.
Gainesville. Florida 32608

F<:

People in the News
Promotions and New Positions
John C. Eccleston, Baltimore, was promoted to assistant to the treasurer of the
Chessie System, Inc.
William C. Brobeck, Beaver Valley, past
president, has been appointed office
manager at Beaver Valley Builder's
Supply in Ambridge, Pa.
Raymon d A. E mmo ns and B et ty B .
Trautwein, Charlotte Blue, have been
promoted to vi ce pres idents and M.
Terasa Long to manager of planning at
Barclays American Corp.

J ames T. Hayes , Member -at- Large,
USA, was promoted to vice president —
finance and administration of the New
York Racing Association Inc.
Louis A. Olsen, New Jersey Meadowlands, joined Edward S. Gordon & Co.,
a real estate brokerage and management
firm, as vice president and controller.
Timothy W. Foster, North Dallas, has
joined American Answering Service as
vice president — controller.
Gerard Wen, Peninsula -Palo Alto, was
elected partner at KMG Hurdman.

named an assistant vice president at
Fleet National Bank.
Charles M . King, Raleigh Area, was
promoted to assistant controller of Durham Corp.
William H. May, Shreveport, was promoted to accounting manager of Arkla
Chemical Corp.
Marc L. Carrier, Southern Maine, was
ap p o in t ed co mpt ro l ler fo r S ummi t
Communications.
Vernon E. Mann, St. Louis, has been
elected treasurer at Cache Data Products, Inc. He will continue to serve as
the company's controller.

Keith A. Pierce, Columbus, recently
was promoted to president of the McElroy- Minister Co. in Columbus, Ohio.

Frank C . B arkan, Philadelphia, has
been named a partner with Rudolph,
Palitz & Co., CPAs.

Albert J. Fino, Connecticut- Gateway,
was elected partner at KMG Hurdman.

Sean M . Deneen , Pittsburgh, was elected partner at KMG Hurdman.

Dolores K. Ebert, Washington, was promoted to president of Atlas Personnel
Agency.

Gordon D. Ciano, Hawaii, was elected
partner at KMG Hurdman.

Frank A. Parenti, Providence, has been

Donald J. Glenn, Wichita, was elected

Christine J. Crane, Houston -Lone Star,
was promoted to audit manager in the
internal audit department of InterFirst
Bank... R.W. Faulk, Jr., past president, a partner at Price Waterhouse &
Co., has been transferred to Riyadh,
Saudi Arabia as partner -in- charge of
Saudi Arabia's two offices... Fiona J.
Newpo rt recent ly was promot ed to
manager at Riviana Foods, Inc.
Jim W. Bowling, Jackson, was named
managing partner, Jackson, Miss., office
of Ernst & Whinney.
Vincent W. Kristobak , Johnstown, has
been appointed vice president of the
commercial and real estate loan department of Johnstown Savings Bank.
Deborah A. Singer, Kalamazoo, has
joined Senior Citizens Fund as financial
manager. She will be responsible for
Golden Age Nonprofit Housing Corp.,
Westland Nonprofit Housing Corp.,
Upjohn Community Nursing Home,
Merrill Residence, and the SCF central
office.
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partner at KMG Hurdman .... Edward
E. Richards was promoted to vice president and controller for the Industrial
Coatings Division of Pratt & Lambert.
Elaine V . Shappell , Wilmington, was
promoted to general accounting manager for Climate Control- McQuay... Robert O. Walton , Jr., past president, was
named vice chancellor for business affairs at the University of North Carolina- Wilmington.

Organization Service
Robert E . O'Brien , Racine- Kenosha,
has been elected vice president of budgeting and agency relations for the Racine Area United Way. He is a past national director and member, Committee
on Education.

Emeritus Life Associates (ELAs)
Norman W. Barrow, Tulsa.
B. J. Bartlett , Piedmont Greensboro.
Dean M. Bloyd, San Antonio, past
president.
Dudley G. Brattin , Sr., Akron Summit.
Allen Briggs , Jr., Kalamazoo, past
president.
F. Kenneth Brown , Pittsburgh, past
president.
Edwin A . Carlson , Florence Area, past
president.
Walter J. Chinault , Member -at- Large,
USA.
Howard E. Cox, New York.
Alfred A. Denker, Philadelphia.
Raymond V. Descoteaux, Massachusetts
.North Central.
Edward P. Egan , Bergen - Rockland.
Eugene H. Filsinger, Pittsburgh.
Joh n W . Fletcher , Binghamton, past
president.
Gene J. Fluri, Piedmont Greensboro.
Raymond J . Gonzalez, San Juan.
Louis T. Groshel, Cleveland East, past
president.
Carl H. Hawley, Sr„ Tucson.
Charles K. Hopkins, St. Louis
Frank C . Izard, South Birmingham,
past president.
Kenneth B. Kirkwood, Detroit, past
president. Stuart Cameron McLeod Society (SCMS).
Richard G. Kruse, Seattle.
Harry L. Morris, St . Louis, past president, past national vice president, 1975-

76. SCMS,
William E. Moyle, Trenton.
Eugene L. Mueller, San Diego, pa st
president.
Roger B. Murray, Pittsburgh.
John J. Navas, New York.
George V . Penny, Lehigh Valley.
Davi d B. P et ers o n , Dayt on, pa st
president.
J. T. Prentki, Jr., New York.
Charles E. Price, Jr., Pittsburgh.
John P . Redmond , Springfield.
Eugene G. Spangler, Lancaster.
George M. Spriggs, Jr., Battle Creek.
Du an e L. Swen s o n , Illowa, pa st
president.

Lorenz C. Traugott, Denver.
Joseph F. Tropeano, Essex County.
Russell C. Trunkfield , New Haven.
Stanley W. Watson, Southern Maine,
past president. SCMS.

Lt Memoriam
Gordon G. Aune, 51, St. Paul, 1976.
Kurt Brachmann , 52, Member -at- Large,
Canada, 1969.
Philip Bridges, 68, Fort Worth, 1969,
Albert S. Clough, 66, Albany, 1963.
Louis W. Cohn , 83, Syracuse, 1948.
Emeritus Life Associate (ELA).
Neil E. Comey, 57, Tampa Bay, 1953.

"I love my
'ob. It's safe
comfortable,
familiar,
and going
nowhere."
.

It's a bad idea to change jobs for the sake of changing jobs. It's a
good idea to change if the timing is right.
So how do you know if the timing is right? It could be right if you
know your job backwards and forwards but you haven't moved forward
quickly enough. It could be right if you feel it's right.
We specialize in the fields of accounting, finance, banking, and computer technology, and we put out a newsletter called Careers with information about these fields you might find useful.
Call your local ROMAC'"' office to have a free copy of Careers sent
to your home at no obligation, or call our corporate office,
800/341.0263 or 207/773.6387.
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Antech, Inc. has announced FIPS, a
program designed to help practicing financial planners create plans for their
clientele. FIPS runs on the IBM PC/
XT /Jr. and compatibles. The program
addresses the five main areas of financial planning: financial independence,
educational findings, personal cash
flow, estate taxes, and personal income
tax. It is menu - driven, includes extensive documentation, and a tutorial. Financial planners, accountants, and ins u ra n ce pro fes s i on al s wh o h ave
contemplated getting into the expanding field of financial planning may benefit from this program. For further informat i o n , co n t act the co mp an y in
Roswell, Ga., at (404) 993 -7270.
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MPPi, Ltd. has introduced PC LOCK 1.
This hardware utility (a 4" X 5" circuit
board) prohibits a system start-up without a valid password being active. Anyone trying to "boot" around the lock
will be rejected. With the lock in place
the owner can set a high level control
password for himself, and up to three
READ /WRITE passwords for others.
These passwords can be changed at any
time. PC LOCK 1 operates on the IBM
PC, XT, an d all C omp aq and NCR
PCs. For information, contact Wade
Clark, Glenview, Ill., at (312) 998 -8401.

Symmetry Systems has introduced PCDiary, menu - driven software which
combines the simplicity of a handwritten daily log with the power of a relational database for microcomputers.
With PC- Diary, tax data can be easily
sorted, organized, totalled, summarized,
or an al yzed. Th e p ro gram provides
automatic calculations for month -todate, year -to -date, last year -to -date, and
last -year- month -total as you enter data.
Features include reports that can quickly be customized, viewed, and printed —
using more than a dozen options. PCDiary is ideal for accountants to log PC
business use or automobile mileage and
expenses for the IRS' new requirements.
The program is available with individual or overall pas swo rd pro tectio n.
Each 'page' in the program contains:
Diary C od e, Cat egory C od e, Class
Code, Date, Time, Notes, Reminder
Flag, Numerical Field (dollars, hours,
miles, inches, etc.). Files are dBase compat ib le an d run o n the IBM PC s or
compatibles, with at least o ne di sk
drive, 128K memory, and MS -DOS.
For information, contact the company
in Fairfield, Iowa, at (515) 472 -5122.

Arthur Young now has available a new
Directory of Cash Management Services. The directory provides detailed
opt io ns fro m amo ng more th an 120
banks throughout the country. Included
are thousands of facts about bank cash
management costs and services, lock boxes, account reconciliation, disbursements, and d omesti c wire trans fers,
among other things. It is available in
two volumes. For further information,
contact William Renshaw, N.Y., at
(800) 334 -0854 ext. 818.

.

A new so ft ware p ro gram, R AT IO
GRAPHICS, has been developed by
Heinick -Apple and Co, The program is
useful for accountants, financial consultants, bankers, and attorneys. RATIO
GRAPHICS converts historical comparative financial data into easy -to -read,
hard copy pie and bar graphs. The program can be used to compare client data
with industry averages for ratios involving liquidity, efficiency, profitability,
an d cap i t al s t ru ct u r es . R AT IO
GRAPHICS is co mpati ble wi th the
IBM PC and XT, Compaq , or other
IBM PC compatibles. It works with
25 6K b yt es mi ni mum memo ry, an d
MS -DOS or PC -DOS version 101 or
greater. For further information, write
Management Advisory Services Dept.,
Heinick -Apple and Co., 1540 West
Market St., Akron, Ohio 44313.

"Structured Programming in BASIC"
is a new self -study course in computer
science designed by Waterloo Distance
Education, Inc. to meet the needs of the
professional, manager, or teacher who
either did not take a computer science
course or finds himself unfamiliar with
programmi ng techn iques for today's
computers. The course includes 36 lectures, on audio cassettes, accompanied
by two volumes of detailed lecture
notes. Theory lectures start with an initial description of programming languages through the structure and develo p men t of al go ri t h ms , arr ay s ,
modularity concepts, disk I /O, programming style, documentation, and efficiency. Practical lectures begin with
an introduction to PC DOS and IBM
BASICS. Hardware requirements are
an IBM PC, XT, or AT, with at least
one disk drive and DOS 2.x or 3.x plus
IBM BASIC. For further information,
contact Dr. Ted Dixon, Waterloo, Ont.,
at (519) 884 -4340.

&

Computer Language Research /FastTax has produced Micro Source TBI, a
sophisticated micro software package
that allows corporate tax departments
to gather tax data from four sources —
the company's G/L on the mainframe,
from keyboard input on IBM equipment, from DIF files and spreadsheets,
or directly from CLR /Fast -Tax. Micro
Source TBI converts financial data into
tax forms generating work papers for
manageri al review an d an al ys is . It
maintains each subsidiary's data separately, calculating taxable income in
seconds completely off -line on an IBM
PC, PC /XT, or AT. For further information, contact the company in Carrollton, Tex., at (214) 250 -7000.

Donna Marks, Editor
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Your

Accounting
practice is
growing.
Make sure
the computer
you buy will
keep up.
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A slightly higher
investment than a'personal computer puts you into a
substantially more powerful class: The super- micro.
You get all the things you want from a personal computer, in a multi -user business system. Because today's
new super -micro systems are as powerful as the last
generation of business minicomputer systems that sold
for tens of thousands more. So instead of a personal
computer dead -end, you get a true business system
designed for growth. O N Y X - p i o ne e r e d t he
super -micro business system. That was over five
years and over 10,000 super -micro systems ago. Today, there is a huge library of software for ONYX
super -micro business systems —from general office
management to word processing to spreadsheets.

Onyx Systems, Inc.
25 East Trimble Road

SanJose, CA95131.1162
Onyx Systems (Europe) limited
7 Fairmile
Henley -on- Thames
Oxfordshire RG9 2JR England
Telephone: (0491) 571100
Telex: 847282 ONYX

Trademark:
Onyx —Onyx Systems, Inc.

Plus some pretty impressive software designed just for

Call

your Accounting practice, too. Backed by an ONYX

800- 538 -6815

Authorized Reseller who understands your profes-

In CA:

sional requirements. Put yourAccounting practice into

408- 94 6 -6 330

the next generation of low -cost computing. Investigate the ONYX super -miero solvM o n beM re

You commit to a business system. Make sure
you're buying the best. To find a full- service
ONYX Authorized Reseller who is ready to demonstrate ONYX solutions, just make a toll -free call today.
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"It's easy to make good decisions when there are no bad options."
Robert Half on Hiringby Robert Half (Crown)

How to be
more successful
in your financial
and edp hiring,,
Using a specialist will increase your success in hiring
accounting, financial and edp personnel —and using
Robert Half, the most experienced personnel specialist,
will increase your chance of success even more. Here's
why:
• You'll be getting highly personalized service from
professionals who understand your edp needs.
• You won't waste time with unqualified candidates.
(We'd prefer not to fill the job, rather than refer someone
who doesn't fit.)
• You'll have the advantage of the resources of the largest
organization in the financial and data processing
personnel field, with offices on three continents.
• You pay nothing unless we fill the job. And, we back
each and every placement with a liberal guarantee.
Next time you're looking for an accountant, financial
or edp professional, cell a nearby Robert Half office.
You'll be glad you did.
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accounting,financialandedp
personnelspecialists.
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