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We know that your company is different from the one across the street.
And from the one across the country. That means your payroll needs are
different too. And that's why, at Control Data, we don't try to fit you with a
payroll system that's not exactly right for you.
After evaluating your situation, we work with you to design and then
convert your current system. You'll find that you can easily access our mainframe data base from your PC to quickly generate reports that meet your
needs. What's more, you'll have the ability to custom design interfaces linking
payroll with your other systems for greater flexibility and control.
To start the ball rolling, call us at 1- 800 - PAYROLL or simply send in this
coupon. What it all comes down to is a payroll system that works for you.
Not the other way around.
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CMA PROFILES IN SUCCESS

Hayward L. Bell, CMA
Director of Finance and Administration
Air Products, Canada

The Hayward Bell success story ...
In an era when changes in career direction and company affiliation are often the norm,
Hayward Bell has spent his entire working career with just one employer and moved in
only one direction —up! In that time, he has progressed through a number of important
accounting assignments, on up to Assistant Controller, Chemicals Group. And, in a very
recent new move, has just been appointed Director of Finance and Administration,
Air Products, Canada.

Why he has made the Certified Management Accountant
(CMA) designation part of it .. .
About the CMA, Hayward had this to say ... "Initially, it provided a very effective forum
to renew my own technical and management accounting knowledge ... The CMA
Program has been a tool I have used to fulfill one of my responsibilities as a manager to
encourage my staffs professional development."

If you're after a management title ...
Make sure you have the CMA after your name. For more information call or write to the
address below ...
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: Three Letters That Spell Success
1 -800- 638 -4427
I n s t it u t e o f M a n a ge m e n t A c c o u n t a n t s

formerly
National Association of Accountants
CMA Program 10 Paragon Drive, Montvale, NJ 07645 -1759
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IMA VISITS CAPITOL
HILL
BY ROBERT F. RANDALL
President Don Baker leads
a delegation to Washington
to enhance the visibility of
the Institute and the management accounting profession. During the visit IMA
officers are given an opportunity to open a dialogue
with congressmen and federal officials.
Cover. LAD design engineer makes final modifications to a model of the
Milstar On -Orbit Test Facility with the
assistance of computerized modeling.
Photo courtesy of Lockheed Missiles
& Space Company, Inc.
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the Institute of Management Accountants, formerly the National Association of Accountants, 10 Paragon Dr.,
Montvale, NJ 07645 -1760, (201)5739000. Price $10.00 per copy. Subscription rates, per year: $20 (included in
dues, nondeductible); nonmembers,
$120.00. Second class postage paid at
Montvale, NJ., and additional mailing
offices. To ensure uninterrupted mail
service, send present address label
and new address including ZIP number to Membership Records Dept.,
IMA, Montvale, NJ 07645 -1760. Allow
six weeks for change. IMA's telex
number is 9102509487: facsimile number is 201- 573.0639. POSTMASTERSend address changes to MANAGE,
MENTACCOUNTING®,Montvale, NJ
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22
HOWLOCKHEED
IMPLEMENTED CIM
BY C. KENNETH
HOWERY, EARL D.
BENNETT, AND
SARAH REED
The Austin, Tex., division of
Lockheed Missiles & Space
Company was having a hard
time meeting schedules and
budgets and controlling operations because its computer systems couldn't talk
to computers in other parts
of the country—or even internally. Through computer-integrated manufacturing the problem was
solved but only after four
years and a $5 million investment.

33
WHENASMALL
BUSINESSESFAILS:
HOW SEC. 1244
CUSHIONSTHERISK

29
SHOULD IMPAIRED
OPERATINGASSETS
BEWRITTENDOWN?
BY OTTO H. CHANG AND
DONALD R. NICHOLS
Conflicting options on asset
writedowns offer ambiguous guidelines for management accountants. Controllers, auditors, and financial
analysts surveyed here generally agree on writedowns
but differ on the value to report for assets that are written down.

BY TED D.
ENGLEBRECHT AND
STEVEN C. COLBURN
Taxpayers who realize the
dream of owning their own
small business, only to have
it fail, will find that Section
1244 of the Internal Revenue Code can mitigate the
losses by providing tax relief. Described here is what
a business must do to take
advantage of these provisions.
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37
REDUCINGPERSONAL
PROPERTYTAXES
BY LORENA YOUNG
Personal property taxes often are an unaudited and
overlooked element affecting the bottom line of businesses. A proactive approach looks at how
businesses can ensure that
reporting is done accurately
and timely, minimizing assessment errors and overtaxation.
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1991 tax changes for the
individual taxpayer.
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Latest twist in Wyden bill.
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`How do I write an effective
memo ?
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THEHIGHCOSTOF
CORPORATECRIME
BY JEFFREY M. KAPLAN
AND WILLIAM K PERRY
Since the beginning of this
century, companies have
been held responsible for
their employees' criminal
acts. But the penalties under the new federal sentencing guidelines invest this responsibility with new
meaning and threaten a real
impact on the bottom line.
Two lawyers offer recommendations on how companies can protect themselves.

FINANCIALMANAGER
Health care reform —a
closer look.

14
ETHICS
Resolution of ethical
conflict
Views expressed herein are authors'
and do not represent Institute policy
unless so stated. Publication of paid
advertising and new product and service information does not constitute
an endorsement by the Institute of the
advertiser or the product or service.
MANA(;FMFmr ACcouN-nNG,V is indexed in the Accountants' Index and also in the on-line database of the same
none. -Ibis publication is available in

MANAGEMENT ACCOUNTING /DECEMBER 1991

COMPUTERS
ACCOUNTING

other forms of media through Information Access Company and through
University Microfilms. Inc., and
ABVINFORM (313)761.4700. For
more information call (800)'127 -8431.
Quantity reprints of any article in
MANAGEMENT ACCUUNT1N(A or
back issues (subject to availability)
may be obtained from Special Order
Department, 1MA, 10 Paragon Drive,
Montvale, NJ 07645-1760.
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BY ARTHUR L.
HOUSTON, JR., AND
CAROL OLSON
HOUSTON
How do financial executives
view the new types of preferred stock that were introduced in 1982? Preferred
stock generally is not
viewed as very useful for the
acquisition of working capital in any of the industries.
Of financial executives surveyed, only industrial firm
executives ranked one type
of preferred stock, auction
rate preferred, as highly
useful for the acquisition of
working capital.
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BOLD STEP TOWARD THE FUTURE

(LISPS 327 -160)
VOL LXXIII NO.6 DECEMBER 1991

Because management accountants are uniquely qualified to be very influential professionals in our society, as

we move toward and into the 21st century, we will have

official publication of the
INSTITUTE OF
MANAGEMENT ACCOUNTANTS

many opportunities to play a significant role in shaping

that future.
►
It is for this reason that I now focus on the fourth of
my BOLD STEPS TOWARD THE FUTURE:
Take BOLD STEPS to increase the Institute's visibility and influence in the financial, regulatory, academic,
and legislative communities, thereby increasing the attractiveness of Institute membership to leaders in all areas of accounting and
financial management.
A significant element of any profession's stature is its recognition by a variety of bodies charged with setting policy, educating, and governing society.
It is therefore important that we, as management accounting professionals,
are widely recognized in that sphere.
To set us on the road of accomplishing this, early in October we took a
first of many BOLD STEPS to enhance the visibility of IMA and management
accountants at the center of our federal government by organizing a three -day
visit to Washington, D.C. Approximately 25 Executive Committee members
and staff participated in this BOLD STEP. The visit was very successful, and
I am convinced the IMA gained significant visibility as a result of it. To fully
understand the impact we can have with continued effort in this arena, I encourage you to read the detailed report of our Washington visit, which is printed in another section of this issue.
In addition, to enhance our visibility in the global economic environment,
we are also actively working with the American Accounting Association, the
Society of Management Accountants of Canada, and other accounting organizations. Before this year is over, we expect to meet with the Chartered Institute of Management Accountants in Great Britain to raise our visibility on

the global scene further.
IMA is also an active supporter of the International Federation of Accountants and the International Accounting Standards Committee. These organizations are truly international in stature and are charged with harmonization
of accounting and reporting standards worldwide. We have, and expect to continue having, a significant impact on the work of these organizations.
LETS CONTINUE TAKING BOLD STEPS by reaching out in a variety of
ways to exert a positive influence on our society. For example, as individuals
we could become more active in our local and regional political environments.
Such participation could help ensure that wise financial counsel is available
to all elected officials. Only by showing such bold behavior, individually and
collectively, can we expect to positively impact the economic environment of
the 21st century.
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After all you
go through to
deliver the
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What will it take
to deliver the answers?
t isn't enough anymore to deliver
concise, complete, consolidated
financial reports.
Even if you could deliver them
early, it still isn't enough. Because

I

now, managers want to analyze,

scrutinize and theorize over your
numbers in ways you probably
didn't think possible when you
originally designed those reports.
You know the struggle you go
through just to pull the regular
reports together, what will you do
when your boss wants a detailed
analysis by product lines you
don't normally track? Or wants a
cost -of -sales summary broken out
by operating unit and line of business that you don't normally report
separately? What will you do when
a reorganization has the executive

brass hungry to see new reports and
analyses — that afternoon?
To cope with demands like these,
you need more than just a good con-

solidation system. You need answers
you can only get with a system that
can meet the needs of consolidation
managers, business analysts, budget
directors and the executive staff. A
system that lets you access, integrate
and analyze data enterprise -wide.
That handles currency translations
and intercompany eliminations
automatically. That increases your
people's productivity, not their pro-

gramming skills. That runs right on
your LAN or cooperatively with
your host computer.
That's the power of the intelligent financial and management
reporting solutions available from
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Comshare.
A family of
solutions, proven in
more than 2,000 installations
worldwide, that are helping people
deliver the answers everyone seems
to need. Right now.
If you're looking for help in
delivering the
answers, ask us about
financial and
Comshare's software
Management
solutions. For a free

copy of this white
paper and seminar

information, contact
Chris Kelly:
1.800 - 922.7979
(in Canada 1- 800 - 541 -1780)

00&49

3001 S State St., Ann Arbor, MI 48108 313 - 994.4800
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Reporting
as a Strategic
Initiative

LETTERS
TO THE EDITOR

ROBERT F. RANDALL, EDITOR
In the August issue of MA NA GE ME NT
ACCOUNTINGS Richard D. Berk wrote
an article, "Uncompensated Overtime,"
stemming from a project ofthe Management Accounting Practices (AMP)
Committee of the Institute of Manage ment Accountants. Recognizing the recent reemergence ofthe Cost Accounting Standards Board, the MAP
Committee asked its Subcommittee on
SMA Promulgation to monitor research
related to several currently troublesome
cost accounting issues having to do with
government contractors vis-a-vis the
federal government. Richard Berk, district manager, Regulatory and Financial Systems Support, Bell Communications Research, undertook to work with
IMA on this subject. IMA members were
encouraged to express their views on
this topic as the writer below does.

UNCOMPENSATED
OVERTIME
our recent article on uncompensated overtime highlights the
differing views on this subject. I
believe that the lack of consensus exists because (1) the subject has little
application outside of government
cost -based contracts and (2) a total
time recording system inappropriately treats all hours worked as being of
equal value or benefit to the customer.
First, the price for most services is
set by market conditions. The notable
exception to this is negotiated government contracts which are priced
based on costs or estimated costs.
Nongovernment price negotiations
are not normally based on costs or estimated costs of performance but focus on value received. The potential
buyer evaluates the proposed price
based on buyer perception of the value of the services to be obtained. Under these conditions, uncompensated

overtime has little significance in price
negotiations.
Second, a system that records all
hours worked (i.e., one that records
uncompensated overtime) considers
that all hours worked are of equal value or benefit to the customer or to the
employer. In a product environmen,
employees provide physical activities
and most hours worked provide the
same value or benefit. However, for
services involving professions such as
engineers, scientists, architects, and
consultants it is not the physical activities of these individuals that produce
value but rather the "product" of mental activities of the employees.
For example, a professional may be
required to solve a problem in his or
her area of expertise. In achieving the
objective of problem solution a professional might require a day, a week, or
a month to succeed. The value to the
customer is the same regardless of
how long the process has taken. In
achieving the objective, the professional might perform many different
functions and activities that eventually
lead to a solution. For example, the individual may have to research journals, regulations, books, court cases,
and papers to develop a potential solution. Not all of these activities contribute equally to providing the services
purchased. Some activities may turn
out to be "dry holes" and provide no
contribution to solving the problem.
Many other examples could be
used to illustrate that all hours worked
are not equal. This incorrect assumption means that the debate over uncompensated overtime will not likely
reach a satisfactory conclusion.
Darrel J. Oyer
Darrell J. Dyer & Co.
Government Contract Specialists
Alexandria, Va.

AECC'SPOSITION
ONEDUCATION
We read with great interest the article
"Let's Stop Pretending All Accountants
Are Alike" (Aug. 1991). The authors'
characterization of the views of the Accounting Education Change Commission are, put simply, incorrect.
The authors characterize the Commission as advocating one "curriculum
model." To the contrary, the Commission's focus is on the objectives of education for accountants (the title of the
AECC's first Statement of Position),
not on specific course structure and

hours. In fact, Position Statement No.
One, Objectives of Education forAccountants, states "no one model of accounting education will be appropriate
for all colleges and universities." The
variety of curriculum development
projects being funded by the Commission serves as concrete evidence of the
Commission's support for a variety of
curriculum approaches.
The authors state the need for accounting curricula to focus on "the solution of unstructured problems in unstructured environments." The
Commission in Position Statement No.
One made this very point when it said
students need to develop "the ability to
locate, obtain, and organize information and the ability to identify and solve
unstructured problems in unfamiliar
settings and to exercise judgment
based on comprehension of an unfocused set of facts."
The Commission rejects the proposition that the best way to improve accounting education is to offer yet another "set of courses constituting an
area of specialization" (Webster definition of curriculum). The Commission
believes that the best approach to curriculum development is to first gain
consensus on the objectives sought by
a plan of study. As stated in Position
Statement No. One, these objectives,
we believe, include developing communication, intellectual, and interpersonal skills; having a foundation of
general knowledge, organization, and
business knowledge, and accounting
knowledge; and developing the skills
of learning to learn. We believe these
objectives are appropriate for all accounting curricula and all accounting
majors regardless of career objectives
and will well serve both those who
make career switches and those who
do not. Premature specialization advocated by the authors, we believe,
would not be in the best interests of
those preparing for professional careers in the next century.
Doyle Z. Williams
Gary L. Sundem
Torrance, Calif
Letters cannot be acknowledged individually. Readers are encouraged to comment on any accounting or Association
topic even if it does not appear in the
magazine. The Editor reserves the right
to edit for space or for other reasons. Address all letters to The Editor, Management Accounting, 10 Paragon Drive,
Montvale, NJ 07645 -1760.
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CMANEWS
1991 BEYER MEDAL
WINNERS

CATHERINEREILLY,EDITOR

earned the Robert Beyer Gold Medal for
attaining the highest score on the exam.
The Robert Beyer Silver Medal,
recognizing the second highest score,
will be awarded to Henry Sau -Chai
Tong of Hong Kong. Laurie W. Pant,
of Andover, Mass., will be presented
the Robert Beyer Bronze Medal for
the third highest score.
The Robert Beyer Medals are sponsored by Deloitte & Touche in honor of
the former managing partner of Touche
Ross & Company and past president of
the Institute of Management Accountants.
The Student Performance Award
will be presented to Kathleen E. Davis son of Champaign, M. This award is
sponsored by Monsanto Company of
St. Louis to acknowledge the highest
score achieved by a student.
WINNER PROFILES

he Institute of Certified Management Accountants GCMA) has
announced the award winners for
the June 1991 CMA exam. Jerome J. August of South Salem, N.Y., has

Gold Medal winner Jerome August is
manager, finance and planning course
development for IBM in Armonk, N.Y.
He received his B.S. degree in finance
from Pennsylvania State University in
University Park, Pa., in 1970.
Henry Sau -Chai Tong, the Silver
Medal winner, is employed as assistant manager, finance, with Wong Hau
Plastic Works and Trading Company,
Ltd., in Kowloon, Hong Kong. He received a BBA degree in accounting
from the University of Michigan, graduating with high distinction and class
honors in 1990.
The Bronze Medal winner, Laurie
Pant, is an associate professor at Suffolk
University in Boston, Mass, Ms. Pant received a DBA in accounting from Boston
University in 1986 and an MBA from the

Henry Sau -Chaff Tong

Laurie Pant

Jerome August
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Kathleen Davisson

same school in 1978. She also possesses
a M.Ed. degree from Emory University,
which she received in 1969. She earned
her undergraduate degree, a B.A. degree
in English, from the College of New Rochelle (N.Y.) in 1966. Ms. Pant is a member of the American Accounting Assn.
and the Academy of Management Assn.
The recipient of the Student Performance Award, Kathleen Davisson, received her master of accountancy degree from the University of Denver in
June, receiving the Accounting Award
for Excellence. She was awarded a B.S.
in accounting from the same university, graduating cum laude. She passed
the CPA examination in May 1991.
CERTIFICATES
Seven candidates will receive Certificates of Distinguished Performance,
awards sponsored by the ICMA Board
of Regents. This year's recipients are:
Carey A. Boldenow, financial analyst
with Aetna Health Plans in Minneapolis, Minn.; Betty Paine Christopher, accounting instructor with Mission College in Santa Clara, Calif.; Paul H.
Higo, research manager with Deloitte
& Touche in Wilton, Conn.; Katherine
A. Longbotham, accounting instructor
at Richland College in Dallas, Tex.;
Craig T. Monaghan, assistant treasurer for Readers' Digest Association in
Pleasantville, N.Y.; Sheryl Nameniuk,
accounting manager with Northwest
Bottling Company in Seattle, Wash.;
and Mark T. Walburn, controller with
J. Miller in Homer, Mich.
■
Catherine Reilly is marketing manager.
IMA/ICMA programs.

ISRAEL BLUMENFRUCHT, EDITOR

1991 TAX CHANGES
FOR THE
INDIVIDUAL
TAXPAYER
This is the first of a two-part series. The
second part will appear next month.

lk

in

s the end of the 1991
calendar year approaches, taxpayers
are advised to apprise themselves of
the tax changes that
are effective for
1991. An awareness of these changes
is important to aid taxpayers their
year -end tax planning as well as to ensure that their 1991 tax return will be
prepared properly and accurately.
While Congress did not enact any
new major tax legislation in 1991,
many provisions enacted in the Revenue Reconciliation Act of 1990 are effective beginning with the 1991 tax
year. The following is a discussion of
the most significant provisions that affect individual taxpayers.
New Tax Rates — For 1991, there
are three official tax rates: 15 %, 28 %,
and the highest rate, 31 %. Note, however, as will be discussed in the following paragraphs, the effective rate can
be higher than 31% as a result of certain phaseouts of exemptions and
itemized deductions.
Capital Gains Rate — Once again,
there is a special rule on long -term capital gains, which may be a precursor of
what Congress intends to do. Beginning in 1991, the maximum tax rate for
individual taxpayers having long -term
capital gains is limited to 28 %.
Exemption Phaseout Rule — For
1991, a taxpayer's personal and dependency exemptions are phased out
when adjusted gross income (AGI) ex

Filing Status
AGI
Single
$100,000
Head of Household
$125,000
Joint Return
$150,000
Married, Filing separately $75,000
The exemptions are phased out by
2% for each $2,500 ($1,250 for separate
filers), or fraction thereof, by which
the taxpayer's AGI exceeds the threshold amount.
The exact calculation of the phaseout is complicated and surely will
prove to be difficult to compute for
many. Moreover, because the exemption is phased out in segments of
$2,500, it is possible for a taxpayer who
earns only one dollar of additional income to be charged with a tax liability
that far exceeds that additional one
dollar of income. For example, assume
a married couple with three dependent
children has AGI of $150,000 for 1991
and files a joint tax return. If the couple
earns only one dollar of additional income they will lose $215 of their exemptions. As they are in the top 31%
tax bracket, they will have to pay an extra $66.65 (31% x $215) in taxes for
earning only one additional dollar!
This calculation true for each dollar
earned above each $2,500 segment until the exemptions are phased out
Clearly, Congress will have to address and resolve this obvious inequity
in the law when it considers new tax
legislation in the future.
Note also that the marginal tax rate
for the married couple with three dependent children increased by approximately 2.5% from 31% to 33.5% in the
phaseout range.
Itemized Deduction Phaseout — For
1991, taxpayers who itemize their deduction and have AGI in excess of
$100,000 ($50,000 for separate filers)
are required to phase out their itemized deductions except for the following four items: 1. medical expenses; 2.
investment interest; 3. casualty and
theft losses; 4. wagering and gambling
deductions.
The phaseout is equal to the lesser
of 3% in excess of $100,000 ($50,000 for
separate filers) or 80% of the itemized
deductions subject to the phaseout
rule. For example, assume a married
couple has AGI of $200,000 and itemized deductions of mortgage interest,
charity, and state and local income
property taxes of $20,000. The couple
is

TAXES

ceeds the specified threshold amount
that is based on the taxpayer's filing
status. The phaseout begins at the following AGI threshold amounts:

is required to reduce their itemized deductions by $3,000 (3% x ($200,000 100,000)).
This phaseout reduction increased
the marginal tax rate of taxpayers in
the 31% tax bracket by approximately
0.93 %. This is in addition to the approximate 2.5% increase caused by the
phaseout of exemptions. The combined effect of both the exemption
phaseout and the itemized deduction
phaseout can result in a taxpayer having a marginal tax rate of approximately 34.5 %.
Alternative Minimum Tax Rate
For 1990, the alternative minimum tax
(AMT) rate was 21 %. For 1991, the
AMT rate is increased by 3% to 24% because the top tax rate for 1991 was increased by 3% from 28% to 31 %.
Charitable Contribution of Appreciated Property —There is a special provision in the tax law which will be effective for 1991 only. Appreciated
property which, if sold, would result in
a long -term capital gain to the taxpayer
is considered a tax preference for purposes of computing AMT if the property is donated to a charitable organization. The amount of the preference
generally is equal to the unrealized appreciation on the donated property.
Certain charitable organizations
complained that this rule has discouraged taxpayers from donating property. For example, taxpayers are not as
willing to donate paintings to museums because of the AMT effect on
their personal tax return. Thus, Congress agreed to provide a one -year exemption window. For 1991 only, the
contribution of tangible appreciated
property to a charitable organization
will not be considered a tax preference
for AMT purposes.
Self - Employed Health Insurance Deduction— For 1991, self -employed taxpayers who are not covered by any other employer health insurance plan
may deduct 25% of their health insurance costs even if they do not itemize
their deductions. This special provision expires at the end of 1991. As of
now, it does not appear that Congress
will enact legislation to extend this provision to 1992. Thus, self - employed
taxpayers who are eligible for this deduction are advised to make sure they
have paid all their health insurance
premium payments by December 31,
1991, in order to avail themselves of
this deduction.
■
Israel Blumenfmcht is associate professor of accounting at Queens College.
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WASHINGTONREPORT
STEPHENBARLAS,EDITOR

LATEST TWIST IN
WYDEN BILL
ep. Ron Wyden (D.-Ore.) has
jettisoned one portion of his financial controls bill in an effort
to get support from the business community. Wyden decided to eliminate
any mention in the bill of a study on the
adequacy of corporate financial controls or to raise the possibility of ratcheting up those requirements if a study
proved that necessary. The two key
provisions that remain in the bill are:
(1) Auditors go first to a company's
board with allegations of material misdeeds, and then to the Securities & Exchange Commission if the board turns
a deaf ear, and (2) the SEC turns out
accepted internal control auditing
standards in conjunction with private
industry groups. One Big Six Washington operative characterized the
much - slimmed down Wyden bill as
now a "motherhood" proposal that no
business group could oppose. One
group that probably remains a bit un-
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happy is the American Institute of
CPAs. The prospect of internal controls reports being required had led to
that section of the Wyden bill being
called, only partly in jest, "The Accountants' Full Employment Act." But the
F'mancial Executives Institute (FEI)
was adamantly opposed to any mention of new internal controls reports,
which it viewed as an unnecessary
cost.

AMORTIZATION
OF INTANGIBLES
PROVES
CONTROVERSIAL
A number of industry groups are unhappy with a bill sponsored by Rep.
Dan Rostenkowski (D.-M.) that establishes a 14 -year life for most intangible
assets. The amortization of intangible
assets has been a constant source of
dispute between corporations and the
Internal Revenue Service (IRS). The
General Accounting Office said in a recent report that as of 1989 there were
open cases at the IRS in nine separate
industry groups involving the writing
off of $23.5 billion in intangible assets.
Intangible assets are not depreciated;
they are amortized. Besides changing
that, the Rostenkowski bill (H.R. 3035)
would for the first time allow the amortization of goodwill, also over 14
years. The fact that Rostenkowski
chairs the House Ways & Means Committee makes his legislation a force to
be reckoned with. That is doubly true
because the Bush administration is
backing the bill. However, various industry groups are trying to convince
Rostenkowski to give them special
treatment. The Direct Marketing Association (DMA) is concerned that the
14 -year write -off period will hurt the industry, for whom mailing lists —a definite intangible asset—are the lifeblood. The DMA wants a 10 -year

write -off period for intangibles and a
18- or 20 -year life for goodwill. Software dealers and film distributors are
among other industry groups asking
for their own shorter amortization periods. But Kenneth Gideon, assistant
secretary of the Treasury Department
for tax policy, says the Bush administration will pull its support for the Rostenkowski bill if special treatment is
written in for different industries.

STATUTE OF
LIMITATIONS ON
INVESTOR FRAUD
AT ISSUE
How much time should angry investors have to file a lawsuit against a
company that either cooked its books
in conjunction with a stock offering or
otherwise fraudulently handled stockholders' money? A Supreme Court
case last June (Lampf v. Gilbertson)
cut down the statute of limitations in
the case of private lawsuits on securities fraud. The decision was lauded by
many corporate accountants because
it reduced the chance of frivolous suits
being filed and gave a greater degree
of certainty to companies as to their financial exposure. But Sen. Richard
Bryan (D.-Nev.) succeeded in getting
an amendment attached to the banking reform bill that erodes that Supreme Court decision. The Bryan bill
(S. 1533), now awaiting Senate floor action, requires that lawsuits be filed
within two years after a violation is discovered or within five years after the
violation occurs. The Lampf decision
established timeframes of one and
three years.
Harvey Pitt, a former general counsel
at the SEC, recently testified before the
Senate Securities Subcommittee on the
Bryan bill. Pitt, now head of the corporate department of a major Washington,
D.C. law firm, was representing the AICPA His main point was lawsuits alleging
securities fraud are filed in "scatter gun"
fashion and should be limited to the Supreme Court timeframes, especially as
the longer the statute of limitations, the
easier it is for "the inevitable crush of
subsequent details to wipe out all recollection of particular circumstances," ■

Stephen Barlas is a journalist with more

than 12 years of experience reporting experience reporting from Washington,
D.C.
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MANAGINGYOURCAREER
'HOW CAN I WRITE AN EFFECTIVE MEMO ?'

ROBERTHALF,EDITOR
I've been in my current internal auditing job for a little over six months. It's a good
company, and 1 really enjoy the people I work with. Ike problem is that my boss lives

by the memo. He insists upon everything in writing. I realize that isn't a fault of his.
The real problem lies with me. I'm a terrible writer. Even after 1 got the hint and
started feeding him memos on everything, the word got back to me that he wasn't
pleased with my memos. I was told they lack substance, are not detailed enough, and
leave too many loose ends. 1 like this job, but unless I get a crash course in effective
memo writing, I can see the `handwriting" on the wall. What is the secret of a good
and effective memo?
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should be), your boss may appreciate
having (Thursday) follow "tomorrow."
In other words, leave nothing to
chance.
There are basically two types of memos you71 end up writing —those that
you originate and those that are written in response to something from
your boss.
When responding to a memo from
him or her, read what it says carefully,
then factor in what you know about
your boss. Try to ascertain what he or
she is really looking for by reading between the lines. He may write you a
simple note requesting a status report
on an audit with which you've been involved. But chances are he already
knows the audit is late. Although he
hasn't specifically asked why, that's
what he's looking for in a response.
On the other hand, he might be the
type of individual who has no patience
with reasons and excuses and simply
wants hard data, including a firmly

0
V
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he secret of writing a good
memo is the same for any
effective writing in any
form. Organization.
A person who takes the
time to organize first generally writes a better memo or letter. On the other hand, the
very act of writing forces you to think
in a more organized fashion.
Assuming you have the basic ability
to write a clear sentence and to use
proper grammar and punctuation
(your letter indicates that you do),
there are definite rules you might put
into effect.
First, you have to know the sort of
information your boss desires. Some
people want memos to give them a
broad and deep understanding of a
subject. Others want bare -bones facts,
nothing more. Your boss apparently
falls into the latter category. Knowing
that your obligation is clear. Have the
facts at your disposal, and present
them on paper in a clear and concise
manner.
You may be like a lot of people who
assume that other people know what
they're thinking. For example, you
might write a memo to your boss telling him that a meeting is scheduled for
three o'clock tomorrow afternoon at a
hotel on Main Street. But if your boss
is a stickler for detail, you'll want to
spell out the purpose of the meeting,
the names of the people involved, the
hotel's address, the room number, and
the projected duration of the meeting.
You even might want to clarify the
word "tomorrow." Although your memo will be dated (as every memo

"...As you all know, the company has had
to downsize its operations..."

fixed date of completion. Knowing the
person for whom you're writing, be it
a memo or letter, is a requisite for effective communication.
No matter what the reason for a memo, certain basic rules are always correct. The first sentence should sum up
what generally are called the five
"Ws" —who, what, why, where, when?
Every fledgling reporter is taught that
the first paragraph of a news story
must contain these elements.
Say it quickly and say it up front.
"Ibe meeting of the Institute of Management Accountants that you are
scheduled to attend will take place tomorrow (Thursday) at the Royal Hotel, 123 Main Street (corner of Morris
Avenue). It is scheduled to meet
promptly at 3 p.m., and last until 5 p.m.
The theme of the meeting is 'New Internal Auditing Practices.' Material on
the subject was provided you last
Tuesday (August 6).
"I am prepared to discuss this with
you any time at your convenience.
Please let me know if you wish transportation to be arranged and whether
there is any other material you wish to
review before the meeting."
Here's a summation of points on
writing an effective memo:
• Know the likes and dislikes of the
person to whom you're writing.
• Have all the facts at your disposal
before starting.
• Outline the memo to make sure it
flows logically.
• Assume nothing —and leave nothing to chance. Make sure every detail is fully spelled out to avoid misinterpretation.
• Get to the point quickly. Answer the
important five Ws. Get rid of extraneous verbiage.
• Use simple words. Write in short,
declarative sentences.
• Stop at the appropriate time. If action is required, state what it is.
Finally, don't be intimidated by having ended up in a job where, seemingly, writing memos is going to take up
a good part of your day. It really isn't
difficult to become a fluid, effective
writer of business correspondence and
satisfy your boss's needs.
■
Mr. Half is founder of Robert Half International, Inc., a financial and data processing recruiting firm with 150 offices
an three continents. His latest book is

How to Get A Better Job in This Crazy
World (Crown Publishers).
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HEALTH CARE
REFORM -A CLOSER
LOOK
he burning benefits issue
of 1991 that will continue
to heat up as we enter the
new year is "How will
health care be provided in
the United States ?"
■ "Pay or play" a mandated benefits
game? or
■ Institute a national health care system?
In the immortal lyric of Bob Dylan,
"the answer is blowing in the wind." I
fear that the political winds of reform
might generate a storm that could forever destroy what is good about our
health care system, namely the very
high quality of treatment here. There
is an underlying assumption that the

current system has failed us beyond all
repair and must be changed dramatically. Successful change needs to control costs, expand access, and maintain
quality.
As I attempt to understand the fixes
offered by the different proposals, I
ask myself, "Just what is the truth?"
Some solutions project unrealistic
costs. Others shift financial burdens
from those unable to carry them onto
the shoulders of others equally unable.
Last, there are those that copy the national health care systems of other
countries, especially Canada. Unfortunately, many of these nations have a
health care system more inequitable
than our own.
Pay or Play —This is another name
for employer provided mandated care.
In an attempt to provide for the uninsured, employers would be required to
provide a minimum mandated health
benefit or pay into a public insurance
pool. This pool would cover uninsured

workers and those not covered by
Medicaid.
The current proposals for mandated benefits would hurt the small business owner. In fact, they could put
many small companies out of business.
Indeed, mandated benefits might create a major disincentive to starting a
business in the first place. Some states
are now considering their own pay or
play programs.
Even if we put aside the concerns of
smaller companies, these proposals
tend to have two major down sides:
Underfunding— Projections for the
cost of covering the uninsured generally rely on insurance industry figures
for the cost to insure healthy people.
While it is true that many of the uninsured are healthy workers who would
otherwise qualify for private health insurance, many are not Thus, revenue
raised to fund insurance pools would
be inadequate for the risks they would
assume. Unrealistic cost projections
may lead employers to choose to...
Pay rather than play —It might cost
less to pay into the pool than to play
the insurance game. One current state
proposal would levy an annual $1,000
per employee tax on employers who
do not cover their workers. Group insurance coverage usually costs more.
It doesn't take a committee of rocket
scientists to choose to pay into the pool
rather than bear the costs and headaches accompanying group health
plans.
Of course the two are related, and
in both cases we end up with health
care pools that become bankrupt or
cut back care levels through unpopular health care rationing or whose appetites eat into nonhealth care related
funding.
Could pressure be put on law makers to ensure that cost projections are
accurate and that government administration of health care pools will be effective and cost efficient? Governments have not demonstrated a great
track record for projecting and managing budgets. Elected officials also have
shown an unwillingness to acknowledge mistakes and to do what it takes
to keep their promises. The example
of Medicare's ability to provide retirees high -quality health care (without
supplemental private insurance or provider cost shifting) leaves room for
more than a little concern. We could
well end up with good access to low cost, low -quality health care.

What's going to happen to health care in the United States?
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Americans are looking abroad for a solution to our health care problem.
Countries with national health care
programs generally have lower health
care costs than we do. Many have reasoned that adopting a Canadian-style
system would enable the United States
to control health care costs without affecting the quality of care. Proponents
argue that centralizing administration
alone would save more than 20%.
While it is tempting to copy another
country's health care system to solve
our own health care problems, we may
find their problems less acceptable
than our own.
John C. Goodman and Gerald L.
Musgrave of the National Center for
Policy Analysis have written ` I*enty
Myths About National Health Insurance." They have examined national
health care in Australia, Belgium, Canada, Denmark, France, Germany, Israel, Italy, New Zealand, Sweden, and
the United Kingdom. Their investigations appear more thorough than
most and their conclusions fly in the
face of some popular notions. In particular, I want to share their observations
about Canada's health care because
Canada's system is the one discussed
most often.
Cost Control —Canada has not done
a better job controlling health care
costs over time than the U.S. Before
Canada instituted its national health
care system during 1968 -1971, its per
capita cost for health care was 75% of
that of the U.S. Over the next 20 years,
Canada continued to spend at 75% of
the U.S. level. Furthermore, the cost of
collecting tax dollars for Canada's system is not factored in to these numbers, while the cost of collecting private insurance premiums in the U.S. is.
Popularly referenced comparisons
analyzing health care spending as a
percent of GNP may lead to unjustified
conclusions. In 1967, Canada's health
care accounted for 6.33% of GNP; the
U.S. spent 6.38% of its GNP. By 1987,
the United States' 11.1% of GNP far
outpaced Canada's 9%. One must consider, however, the formula's denominator —GNP. Canada's 1967 -1987 real
per capita GNP grew 74% compared to
the United States' 38%.
Goodman and Musgrave compare
U.S. HMO managed care costs to controlled Canadian systems. This is a fair
comparison because half of Canada's
provinces have one million fewer people, while there are seven HMOs in the
U.S. serving one million people. The
Harvard Community HMO's per capita
cost is 73% of Canada's, while Kaiser
MANAGEMENT ACCOUNTING /DECEMBER 1991

Permanente and CIGNA HMOs are
but 65% of the Canadian systems.
There also are significant cultural
differences between the two populations. We treat more victims of violent
crime, have heavier illegal drug use,
and have a greater incidence of AIDS.
Among teenage women, we have close
to two and a half times Canada's pregnancy rates, twice its birthrate, three
times its abortion rate, and more than
twice its miscarriage rate.
Considering all the factors, it appears that the U.S. has made a better
cost control effort than Canada.
Canadian health care quality is
equal to U.S. health care —On a per

capita basis, there are eight times
more MRI units in the States than in
Canada, seven times more cancer radiation units, six times more lithotripsy
units, three times more open -heart
surgery and cardiac catheterization
units, and three times more CAT scanners. Do we have too much technology, or does Canada provide too little?
Patients in British Columbia may wait
five and a half months for bypass surgery and up to a year for cholecystectomies, prostectomies, hip replacements and surgery for hemorrhoids
and varicose veins. In Ontario, patients
may wait six months for a CAT scan,
a year for eye surgery, 16 months for
an MRI, and two years for lithotripsy.
Goodman and Musgrave go on to
compare the two countries for access
to health care as a function of geography, economic class, age, and race.
Again, their analyses do not indicate a
Canadian advantage — the opposite
was more often demonstrated.
Another Approach —Variations of
the Pay or Play and National Health
Care Systems assume that the expense of health care should be borne
by employers or provided and administered by the government directly.
Most proposals for reform seek to provide universal access and cost control
through either of these two approaches. Neither addresses long -term costs
adequately, only who will pay them.
While greater access seems to be
achieved, one might question the quality, timeliness, and extent of the health
care thus provided, especially if health
care rationing becomes necessary.
Let's see what happens if we look
elsewhere to find who should pay for
health care— namely the individual
who receives the care. This approach
would require every American to shop
for and to purchase his own health insurance, including the employed, self employed, unemployed, and underem-

ployed. The tax code could provide
new deductions or credits to help
those who need help with their premiums. The poor and unemployed could
receive direct financial assistance from
the government to pay premiums.
Competition in the marketplace would
encourage employers to increase
workers' pay to reflect relief from the
burden of group premiums. Insurance
companies could be required to establish impaired risk pools to provide the
same types of policies and premiums
for the uninsurable as the insurable.
It is an American approach: It allows competition and free exchange
between insurers and consumers, and
it encourages cost management, The
proposal assumes that consumers can
continue to make good insurance decisions. It provides for complete portability; workers do not lose coverage
when they lose their job. It eliminates
cost shifting by providers to subsidize
payment for medicaid and medicare
patients because their care also would
be insured privately. Insurance companies would gain market pricing advantages as they controlled administrative
costs and negotiated preferred providers.
This idea seeks to build upon what
is good in our present health care system: the incentives to advance medical
research, create lifesaving technology,
and provide timely, high - quality care.
Obviously, the concept requires further thought and refinement to ensure
its transition and workability.
■
Arnold J. Chassen, CLU, ChFC, is an
Advanced Market Consultant with the

Mutual of Omaha Companies. His office
is in Voorhees, N.J., and he can be
reached at (609) 782 -0801.

Financial Executives
HELP YOUR CLIENTS WITH

IMMEDIATE
CASH
FOR THEIR SLOW PAYING
ACCOUNTS RECEIVABLE

TOWERS
FINANCIAL CORPORATION
417 Fifth Avenue
NewYork, NY 10016

(212) 696 -0505
Contact Corporate
Finance Department
Circle No. 4
13

ETHICS
NEIL HOLNIES, EDITOR

RESOLUTION OF
ETHICAL CONFLICT
t is much easier for management
accountants to determine when an
ethical dilemma exists than it is to
determine how to resolve the ethical
conflict. The Standards of Ethical Conduct for Management Accountants
identifies in clear statements the proactive steps in the areas of competence, confidentiality, integrity, and
objectivity which, if followed, will result in high standards of ethical conduct.
The blatant failures to abide by accepted standards of ethical conduct by
Ivan Boesky, Michael Milken, and
most recently Salomon Brothers Inc.,
and others have been well publicized.
The incidents which have given rise to
this publicity, once disclosed, were
proven to be illegal acts that resulted
in consequences that should have
been expected by the participants.
Management accountants facing an
ethical dilemma are more frequently
faced with a set of facts that are less
clear -cut, making it difficult to determine the correct course of action. We
struggle with the fact that there is usually not an easily determined answer to
the resolution of the ethical conflicts
we are confronted with.
Through the Ethics Counseling
Service that is available to all Institute
of Management Accountants' members, I have found that members using
this service have a high degree of
awareness of the proactive Standards
of Ethical Conduct. However, there
seems to be less familiarity with the Institute's recommendations on how to
approach the resolution of an ethical
conflict. Although the Resolution of
Ethical Conflict section of Statement of
Management Accounting <20 is not
presently included in the Bylaws of the
Institute of Management Accountants
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it is an integral part of the Standard,
Because the resolution of an ethical
conflict is much more difficult than
merely identifying the dilemma, it may
be helpful to review again the steps to
be followed in the resolution of an ethical conflict. As pointed out in the Standards of Ethical Conduct for Management Accountants, management
accountants should first follow the established policies of their own organization bearing on the resolution of ethical conflict when confronted with an
ethical dilemma. If these policies do
not resolve the ethical conflict, it is recommended that the following courses
of action be taken:
■ Discuss such problems with the immediate superior except when it appears that the superior is involved,
in which case the problem should
be presented initially to the next
higher managerial level, If satisfactory resolution cannot be achieved
when the problem is initially presented, submit the issues to the
next higher managerial level.
If the immediate superior is the
chief executive officer, or equivalent,
the acceptable reviewing authority
may be a group such as the audit committee, executive committee, board of
directors, board of trustees, or owners.
Contact with levels about the immediate superior should be initiated only
with the superior's knowledge, assuming the superior is not involved.
• Clarify relevant concepts by confidential discussion with an objective
advisor to obtain an understanding
of possible courses of action.
• If the ethical conflict still exists after
exhausting all levels of internal review, the management accountant
may have no other recourse on significant matters than to resign from
the organization and to submit an
informative memorandum to an appropriate representative of the organization.
Except where legally prescribed,
communication of such problems to
authorities or individuals not employed or engaged by the organization
is not considered appropriate.
The June 3, 1991, issue of Business
Week published an article, `Blowing
The Whistle Without Paying The Piper." This article included a list of do's
and don'ts obtained from data provided by the Government Accountability
Project in Washington, D.C. Their sug-

gestions to persons who have exhausted all levels of internal review in trying
to resolve an ethical conflict are:
DO ... make sure your allegation is
correct. Something may look fishy but
be allowable under a technicality you
don't understand.
• Keep careful records. Document
what you've observed —and your attempts to rectify the problem or
alert a supervisor. Keep copies outside the office.
• Research whether your state provides protection for whistle -blowers. It may require that you follow
special procedures.
• Be realistic about your future. Talk
to your family and make sure you're
prepared for a worst -case scenario,
which can include loss of job, severe financial burdens, and blacklisting in your field. Even if you're
not fired, you may be treated with
suspicion by colleagues and management.
DON'T ... assume a federal or state
law will protect you as the "good guy."
Legal protection for private- sector
workers is often inadequate and varies
widely state to state. Most federal protection covers only government workers.
■ Run to the media. You may be giving up certain rights or risking a
defamation suit. Check with an attorney before contacting any reporters.
■ Expect a windfall if you're fired. Although some states allow punitive
damages, you may be eligible only
for back pay and reinstatement —in
a place where you probably don't
want to work anyway.
The points made in this Business
Week may be helpful to management
accountants who are forced to resign
from their organization as a result of
an ethical conflict. In today's economic
environment, management accountants may be tempted to resist taking
this final step to resolve an ethical conflict. However, the long -term consequences of not acting may be more serious than the immediate effect of
resignation from the organization. ■

1- 800- 6ETHICS
Neil E. Holmes is the chairman ofthe
IMA Committee on Ethics.
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COMPUTERS
&ACCOUNTING
HARDWARE /SOFTWARE REVIEWS

CLAIREBARTH,EDITOR

FINANCE10
ccountants often wish that they
could quickly compute such
things as loan payments or rates
of return or produce amortization
schedules without having to load the
spreadsheet and build formulas with
which to make the calculations. Finance10 is a program for IBM compatibles that addresses that desire.
The Financial Software Company,
which publishes Financel0, describes
it as a "Swiss army knife" toolkit. According to the publisher, the program
is useful to a diverse group of people
who deal with financial matters. The
users include accountants, attorneys,
financial advisers, insurance agents,
and small businesses.
The utility is made up of 10 financial
"calculators." Each is contained in a
separate module accessed through the
main menu. After data are input, the
results of the computations are displayed on the screen and also may be
sent to a printer or a text file or be
saved for later use. The modules:
1. Bond Yield to Maturity Calculator.
This module computes a price or
yield for various types of bonds.
2. Depreciation Calculator. Accelerated Cost Recovery System depreciation tables can be derived for the
property types included in the federal tax code. Options allow for Section 179 deductions and for alternative depreciation methods.
3. Financial Managers' Rate of Return
Calculator. Given a stream of cash
flows, positive and /or negative, this
module computes the rate of return
on an investment. Where future
negative cash flows are involved,
the calculation automatically includes a return given up on those
MANAGEMENT ACCOUNTING /DECEMBER 1991

cash outflows.
4. Internal Rate of Return Calculator.
This module computes the rate of
return on an investment in which all
regular cash flows are positive.
5. Individual Retirement Account Calculator. Future values, total contributions, monthly retirement annuities, and taxes saved as a result of
regular IRA contributions are calculated in this module.
6. Lease Versus Purchase Analysis.
Using inputs as to type of asset,
lease and loan information, and other variables, this module computes
the advantage of one alternative
over the other. The output includes
cash flow and net present value
computations.
7. Loan Amortization. For fixed or
variable rate loans, this calculator
solves for the unknown variable (interest rate, payment, etc.). Three
loans can be considered simultaneously for side -by -side comparison. Balloon payments and negative amortization also may be
included. In addition, an amortization table with fiscal year interest totals can be displayed and printed.
8. Personal Financial Statement. This
section allows the user to produce
a personal balance sheet, complete
with supporting schedules. The balance sheet is updated automatically
when data are entered in the supporting schedules.
9. Present Value /Future Calculator.
The missing variable (interest rate,
future value, etc.) for single payments, as well as regular or fluctuating payments, is computed in this
module.
10. Statistics. The statistics module allows computation of the mean, median, and standard deviation of the
input data.
With each module, the user should

be aware of the assumptions that underlie the calculations. These assumptions are spelled out in the manual,
along with the data entry instructions
for each module.
In addition to the 10 financial modules, a full- function, pop-up calculator
may be activated anywhere within Finance10 by pressing the Control -C
keys. This calculator displays a "tape"
that may be sent to the printer.
Placing Finance10 into operation is
quite easy. An installation routine installs the program on either a hard or
floppy disk. The program then may be
run as a stand -alone application or in
residence as a pop-up utility. In the resident mode, it uses less than 8K of internal memory. Hot -key activation of
the program is done with the left Shift Alt-F10 key combination. This hot -key
combination cannot be changed, a lack
of flexibility that can be a weakness because other programs may require the
use of the same keys.
While I had the software in residence, there were no apparent compatibility problems. When it was activated along with PC- Tools, for
example, the two programs gave no indication of incompatibility, although
the Finance10 hot -key combination
would not activate Finance10 while
PC -Tools was active. During the review, I ran the program under both
MS-DOS 4.01 and 5.0 with no conflicts.
I did encounter one operating problem with Financel0. The results from
one of the modules would not print
when the print option was selected. A
call to the product support number
(not toll -free) led to a referral to a programmer at another telephone number (also not toll -free). He quickly resolved the problem by sending a later
version (2.2) of Finance10.
Finance10 requires an IBM PC, XT,
AT, or compatible; MS-DOS 3.0 or
higher; and 130K of available internal
memory for stand -alone operation. As
reviewed, the package included both
3.5" and 5.25" disks. A retail price of
$69.95 was stated for a single user,
plus $6 for shipping and handling. Simultaneous use requires a license for
each user. Site licenses are available.
For more information, contact Financial Software Company, P.O. Box
481290, Los Angeles, CA 90048, or call
(800) 332 -2983.
J.B. Stroud, DBA, CPA
Associate Professor ofAccounting
Nicholls State University
Thibodaux, Louisiana
Circle No. 49
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CRYSTAL
ACCOUNTING
FORWINDOWS
or small businesses looking for
an easy - to-use Windows -based accounting package, Peachtree
Software has introduced Crystal Accounting. One of the first accounting
systems designed to use Windows'
graphical user interface, Crystal Accounting includes six integrated modules— General Ledger, Accounts Receivable, Invoicing, Accounts Payable,
Payroll, and a Financial Report Writer.
Anyone familiar with the Windows
environment will feel at home quickly
with the basics of Crystal Accounting.
Installation is simple and done
through Windows. If Crystal is being
installed as a single -user system, the
only user input to the installation is
specifying the destination of the program and data files. Running Crystal
on a network adds some complexity to
the installation process. The process
makes certain that data files are installed on the network drive, that the
installation program is run on each
work station, that certain files are read
only, and that the DOS SHARE command is loaded.
Several default options make Crystal Accounting convenient and flexible
to use and speed up data entry. The
maintenance menu is straightforward,
allowing you to set up constant information and defaults. The program allows you to enable a feature whereby
it assumes that everything is a dollar
amount, so it inserts a decimal point
before the last two digits of any number you enter. This feature can save
time but also can cause confusion
when you enter a nondollar figure. It
can be turned on or off at any time.
Another feature that speeds data
entry is the standardized date format.
You can enter a date in practically any
format and the program will reformat
it automatically to your country's standard (MM -DD -YY in the United
States). For example, if the current
month is October and you enter 4 in a
date field for the fourth of October, the
computer will return 10 -4 -91, eliminating the need to enter the additional six
characters.
One feature that is particularly interesting is the way Crystal implements a cash versus an accrual -based
system. In many accounting systems,
if you use the cash method invoices
are not entered into the system until
they are paid, so you never have a full
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picture of your accounts payable and
receivable. When setting up Crystal
you select whether you are using a
cash or an accrual -based system. If you
choose the cash basis Crystal will update your income and expense accounts only when you receive or disburse checks, but it records the
invoice in the vendor and customer
ledgers so you have access to aging information. This feature is great for the
cash -based business.
Crystal maintains separate calendar
and fiscal years. The fiscal year is used
to control the Accounts Payable, Accounts Receivable, and General Ledger, while the calendar year is used to
define the payroll system. Crystal's Financial Report Writer allows you to
create custom reports.
The journal menu is used to enter
your company's daily transactions. For
all information maintained by the system Crystal offers look -up boxes and
the ability to add new information Non
the fly." In Accounts Receivable, items
for invoicing can be entered in any of
three ways —by using the item number maintained in the line item file, by
account, or by command button. Entering information by account gives
you the flexibility of invoicing for items
not maintained in the line item file and
distributing them directly to the proper General Ledger account. Using the
command button approach you can
add the correct sales tax quickly. The
sales tax is computed automatically by
multiplying the invoice amount by the
tax percentage in the specific customer record.
Crystal also provides numerous error- checking features. It will not allow
you to enter an invalid date or account
number. You cannot post the sales
journal until you have printed the invoices. Invoices are not printed until
the date of the invoice equals the date
you set for last invoice date. After posting, invoices cannot be changed,
thereby maintaining a detailed audit
trail for future reference.
Another Crystal feature not found
in many low -cost accounting systems
is the ability to enter manual checks.
Crystal will allow you to enter a check
number either at the time of entering
the invoice or later when you are selecting checks for payment. Any invoice with a check number is assumed
to have been paid previously, and a
check will not be printed.
Crystal Accounting provides the option to print or display reports. The display option is quick and easy to use.
For example, you can look at the pay-

ment history of a single customer, a
range of customers, or all customers.
This feature is particularly useful when
you want to determine if a specific customer is late with payment before you
provide additional services.
You have very little work to produce the payroll once the default information is set up for each employee.
You simply call up the employee, specify the pay period, verify the information (hours, deductions, and calculated amount), and save the paycheck.
After the fact payroll can be recorded
by entering the check number and actual deduction amounts. For more
complex payroll situations, such as in
restaurants, Crystal can add tips to
gross pay or record memo amounts,
such as employee meals, that are posted to the employee records but not recorded through the company's books.
Crystal also prints 940, 940EZ, 941,
DE3, DE3B, and W -2 forms on preprinted forms.
Crystal can export data to Peach tree's Client Write -up and other common applications such as Lotus 1 -2 -3,
Excel, and dBase III. You also can take
advantage of some of the functions of
Windows' Dynamic Data Exchange.
Overall, Crystal Accounting is a
very good basic accounting package. It
has many useful features that set it
apart from other low -cost accounting
packages. The Windows environment
makes it easy for users already familiar
with other Windows applications. Although installation of the software is
simple, the setup of the actual default
information probably will require
some assistance from your accountant. However, once the default information is entered daily transaction
processing is simple.
The software requires an IBM AT
or compatible computer, with at least
640K of RAM, a hard disk with 2MB of
space available, a Hercules, EGA, or
VGA graphics card, MS-DOS 3.3 or
above, Microsoft Windows 3.0 or
above, and any printer that Windows
supports. For the best performance,
extended memory and a mouse are
recommended. The software costs
$249 for both single user and network
versions.
For more information, contact
Peachtree Software, 1505 Pavilion
Place, Norcross, GA 30093; (800) 2473224 or (404) 564 -5800.
Cay S. Walton
MOSAIC Diversified Business Services
Los Osos, California
Circle No. 50
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SMALLBUSINESS
Parson-Bishop's proven, systematic
program pays off —in faster collections.
better cash flow and impressive savings.
Results guaranteed. Proven results since
1973. Call our clients in 24 states.
For full information, write o r call:
1- 800 -543 -0468 (Ohio: 513-561-5560).
Parson - Bishop Services. Inc.

KATHYWILLIAMS,EDITOR

7870 Camargo Road, Cincinnati, OH 45243
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TEN BUSINESSES
TO TRY IN THE '90S
ust because a business sounds
"sexy" isn't a reason for you to invest in it it could be a potential dister, warned Margeaux Cvar, chief
executive officer of Cvar Von Habsburg Group Ltd., a fast-growing consulting firm that helps clients optimize
earnings by using unconventional
strategies developed by successful
companies in wholly unrelated industries.
Businesses with a glamorous image
yet little money - making potential
should be avoided. Movie theaters, vitamins, fragrances, discount retailing,
and network marketing with several
layers of sellers are prime examples.
Did you know that it costs $30 to $100
million just to introduce a fragrance,
never mind all other costs involved? Or
that movie houses operate at less than
4096 capacity and are held captive by
their suppliers?
Before deciding what business
you'd like start or buy into, you must
consider the market factors, such as
concentration in the industry, position
in the industry, definition of the business, customer and supplier base, and
substitutes, she explained at a meeting
of the New York Venture Group, an organization of business founders or
managers, investors, and providers of
professional services. Of course the
usual business factors of overhead,
make-vs.-buy, buyers' habits, and so
on factor into the decision, too.
For example, the fewer competitors
a business has in a segment, the better, because once the market becomes
fragmented, mavericks can move in
and cut prices, and it becomes harder
for everyone to make money. Take the
cereal business, which has only four
competitors. Every time Kellogg's introduces a new cereal, it is competing
against only three other companies.
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Market rank, not market share, can
determine profitability. Businesses in
the number one and number two spots
have the niche tied up, she noted. "No.
1 is wonderful, 2 is terrific, 3 is threatening, and 4 is fatal." What's the difference in profitability, for instance, between McDonald's and Wendy's?
Companies must define themselves
correctly. Too many say they are in
one kind of business when really they
are in another. Businesses also must
have a good handle on their customer
and supplier bases. For years Titleist
was buying raw rubber it had to process before it manufactured its golf
balls —a great expense in materials
cost. Now it buys processed rubber so
it can negotiate better prices for the
material because there's a larger supplier base.
Companies also need to think about
what products could be substituted for
theirs if there's a downturn in the economy or problems obtaining their product~ The sugar industry experienced this
phenomenon when artificial sweeteners
started hitting the consumers. Businesses also need flean`bility so they can shift
gears to other products and services if
one starts losing money.
Dr. Cvar says there are 10 top businesses to pursue:
1. Guard services, especially ones that
have electronic devices accompanying the human so the guard can be
in "view" at all times. This is a highgrowth area where the overhead is
minimal, the suppliers have no power at all, and the buyers aren't fragmented. Plus, the services are in increasing demand for businesses
and homes.
2. Medical products (a great niche filler at present), not disposables such
as gloves but those that are highly
price insensitive such as good catheter tubes.
3. Close -out retailing — distressed
goods and end runs (such as Lib-
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Circle No. 6
bey glasses). These products have
great economies of scale. There's
global sourcing and trading, and
the product changes all the time.
4. Sporting and recreational equipment, such as golf balls. People
don't give up their recreation easily.
5. Specialty chemicals. The research
and development already has been
done, so there are efficiencies in
place, and it fills a special niche.
6. Global "rags." Companies are serving as electronic clearing houses
for clothing that has been manufactured all over the globe. (Dr. Cvar
used Bugle Boy as an example. It
was started by a Chinese man from
the electronics business. No manufacturing is done only ordering
and shipping.)
7. Chain restaurants, but not the fast
food variety. Franchise opportunities are good here, and the support
is good.
8. Warehouse specialty operations,
such as the IKEA setup where the
entire store /operation looks like a
warehouse. It fills a niche, and
there's little overhead.
9. Candy, especially chocolates and
handmade varieties. The overhead
is negligible.
10. Consumer products with at -home
parties, such as lingerie and cosmetics. The high cost of distribution is eliminated.
Famous for challenging many
mainstream theories, Dr. Cvar's company makes recommendations based
on a massive proprietary database of
operating, tactical, and strategic facts
collected from 15,000 companies. The
group compares businesses across industries, not just within industries, to
find their like characteristics.
■
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Raymond Alleman

ALLEMANNAMEDFAF
TRUSTEE
aymond H. Alleman,
senior vice president
and controller of ITT
Corp., has been named a
trustee of the Financial Accounting Foundation for a
three -year term beginning
January 1, 1992. He has
been senior v.p. at ITr since
October 1984 and controller
since July 1985. A long -time
member of the Institute of
Management Accountants,
Mr. Alleman serves on its
Committe on Finance. A
CPA, he also is a member of
the Financial Executives Institute, the American Institute of CPAs, the Financial
Council II of the Machinery
and Allied Products Institute, and the F'mancial
Council of the American
Management Assn. He is a
graduate of the program for
senior executives at the Alfred P. Sloan School of Man18

agement at MIT.
Other new trustees
named whose terms begin
in January are Roland W.
Burris, Illinois attorney general, and Kathryn D. Wriston, an attorney and director of various organizations.
Reappointed to three -year
terms were FAF President
Shaun F. O'Malley, chairman and senior partner of
Price Waterhouse; FAF
Vice President Arden Engebretsen, former vice chairman and chief financial officer of Hercules Inc.; and
Philip F. Searle, consultant
and former chairman of
SunBanks, Inc. George H.
Boyd III, manager, Brown
Brothers Harriman, was reelected FAF secretary and
treasurer.
The FAF is responsible
for overseeing, funding, and
selecting the members of
the Financial Accounting
Standards Board, the Governmental Accounting Standards Board, and their respective Advisory Councils.

POLANSKYINSTALLED
AS AICPACHAIRMAN
erald A Polansky, senior partner of Deloitte & Touche in
Washington, D.C., where
he is chairman of the firm's
professional strategy group,
was installed as chairman of
the board of directors of the
American Institute of CPAs
in late October. Previously
he served as AICPA vice

chairman of the board, as
treasurer, and as chairman
of the AICPA's finance committee.
Jake L. Netterville, managing partner of the public
accounting firm Postlethwaite & Netterville in Baton
Rouge, La., was named vice
chairman. He has served on
the AICPA's board of directors and as past president of
the Society of Louisiana
CPAs.
Both were installed in
their respective offices at
the AICPNs 104th annual
meeting in San Francisco.

FASBREPORTON
COST-BENEFITISSUES
ISAVAILABLE
special report on
"Benefits, Costs, and
Consequences of
Financial Accounting Standards" is available from the
Financial Accounting Standards Board. This collection of nine articles discusses those issues and the
related issues of neutrality
of accounting standards.
Chairman Dennis R Beres ford said the FASB issued
the report to "advance the
dialogue on cost - benefit
considerations and on neutrality issues ... our hope is
that this compendium will
stimulate further thought
and writing on these difficult issues."
Copies of the report are
available for $15, prepaid,
from the FASB Order Department, P.O. Box 30816,
Hartford, CT 06150. A 20%
discount is available for
IMA members, as well as
other member organizations of the FAF, and academics. For further information, contact Deborah
Harrington at (203) 8470700, ext 268.

FORENSIC
ACCOUNTINGISHOT
orensic accounting is
one of the 20 "hottest
career tracks," accord-

ing to the 1991 Career
Guide issue of U.S. News &
World Report,especially because of the savings and
loan chaos, the growing
number of bankruptcies,
and major financial scandals. Usually forensic accountants work for accounting firms and are contacted
by law firms, corporations,
or the government to uncover fraudulent insurance
claims or improper securities trading or to analyze
overvalued assets, to name
just a few. The field is wide
open, however.
The demand for forensic
accountants has increased
100% in the past few years,
says Robert Half International, and those with FBI
or IRS experience are especially valuable. Starting salaries range from $28,000 to
$34,000, and cities with major law firms that generate
the claims and lawsuits,
such as New York, Chicago,
Philadelphia, Los Angeles,
Houston, and Detroit, are
the best places to find jobs
now.
Other good career tracks
in accounting are tax accounting, auditing, and cost
accounting, the magazine
notes.
In this November 11 edition, articles profile the job
market, career strategies,
salaries, and employment
trends across the country.
To advance, job seekers will
have to shift their skills,
whether it's in their chosen
profession or a related industry. For instance, in the
hard -hit insurance business, environmental claims
specialists dealing with hazardous -waste coverage are
thriving.
Some of the other "hot"
careers are health designs
for elder -care facilities in architecture; systems analysis
in computers; loan workout
in finance; and drafting in
manufacturing, and financial product sales in sales.
For further information,
contact Matthew Tucker at
(202) 955 -2670.
■
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IMA VISITS
CAPITOL HILL

President Baker asks legislators and government officials:
How can we help?

Congressman Newt Gingrich (r.) discusses federal government with IMA visitors. Clockwise, from bottom, President Don Baker, Executive
Director Gary Scopes, Clair Raubenstine, William T. McDermott, Louis Vlasho, Keith Bryant, William J. Ihianfeldt, James C. Horsch, Kim R.
Wallin, Herbert H. Seiffert, and Jerome C. Neely. Also attending were Cheryl S. Billings, Robert Liptak, Thomas C. Lockwood, and Edward
J. McCracken.

BY ROBERT RANDALL
fficers, directors, and members of the staff of the Institute of Management Accountants went on a special get - acquainted visit to Capitol Hill during the
first week of October. Led by President Donald W.
Baker, the group met with U.S. representatives and officers
of the departments of Treasury and Commerce, the Office
of Management and Budget, the General Accounting Office,
and the Securities & Exchange Commission.
President Baker planned the visit in fulfillment of one of
his bold steps: To enhance the visibility of IMA and the management accounting profession. "We want key government
officials to recognize the new IMA and realize that we are
the organization of management accounting." At the same
time IMA officers were given an opportunity to open a dialogue with federal officials.
At a reception on Tuesday night at the Hyatt Regency Hotel, the IMA members met with Congressman Newt Gingrich (R.-Ga.) and members of his staff. Gingrich played a key
role in helping IMA obtain appointments with several officials. The next morning the IMA group met with Gingrich
in the Rayburn House Office Building. During the meeting,
President Don Baker explained that the purpose of the trip
to Washington was to raise visibility and recognition of the

0
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Institute. He briefly described the IMA and presented Gingrich with a special kit describing IMA, its publications, and
its programs.

URGENT DRIVES OUT THE IMPORTANT
ongressman Gingrich was asked how the Institute
could participate positively in legislative activities on
the Hill. Gingrich responded by asking: "What is your
vision of success in this arena ?" He noted that because of
the fact you are down here "by definition you're engaged in
change." He emphasized that the association must have its
purpose clearly in mind because "Mis is a city where the
urgent drives out the important."
In the last decade, he pointed out, accounting has gone
through four major changes:
• Technology has had a major impact on how accounting
is carried out.
• Regulations have had an impact on the accounting profession.
• Government has had a direct impact on the practice of
accounting.
• The world view of the marketplace is changing accounting as it struggles to develop a common language "so we
19

know what's happening with capital flows."
Gingrich advised the Institute officers to formulate a "vision strategy" for working with government and stick to it
He recommended that the Institute break down the country
by district and state and set up teams to work on a vision
strategy for the organization. IMA was urged to identify its
members who personally know members of Congress and
ask them to contact the Congress members regularly. He
said that the Institute should not be concerned so much with
reacting to proposed legislation but instead should "listen,
learn, help, and lead."
He also recommended that the IMA establish a professional system of interaction with the news media and learn
to talk in the lingua franca of the world — "talking about Accounting 100, not Accounting 400." He said the Institute
would be better off educating legislators and the public rather than trying to react to legislation. That is a better way of
dealing with the "aggressive political environment" that we
have today.
Summing up, he recommended that IMA work with such
departments and agencies as the Treasury Department,
Peace Corps, and Department of Commerce.
BIG GAME IS THE BUDGET
t a luncheon, Jeffrey Steinhoff, director of civil audits,
accounting, and financial management, division of the
General Accounting Office, discussed the legislation
that established a chief financial officer in each of the federal
agencies. He noted that the passage of the bill is just a start:
"We have a lot of work to do." One of the real concerns, he
said, is the lack of good management information systems
producing useful, relevant information for managers. There
are "hundred and hundreds of accounting systems in government"
In Washington, he said, the big game is the budget and
there is not now a big linkage between accounting and the
budget side. The new Act aims to correct this situation by
vesting broad authority in CFOs. "What is expected is the
building of a new deck —not shuffling the old deck."
He said, "The aim of the Act is to put a management structure in place. The Act tries to put the `M' in OMB [Office
of Management and Budget]. For many years the `M' was

IMA Vice President Keith Bryant shakes hands with Congressman

JohnDingell as IMA V.P. Clair Raubenstine looks on.

silent."
He predicted that once the provisions of the Act are implemented, the form and content of financial statements will
be very much different from the corporate model. "We found
the commercial model often doesn't work." He also foresees
a change in the role of the auditor. "I think you may find public accounting firms changing their ways."

SEC PRAISES FASB
ater, at the Securities & Exchange Commission Building, SEC Chairman Richard Breeden addressed the
IMA officers and staff members after President Baker
explained the purpose of the visit. He said that the establishment of international accounting and financial standards
should not increase U.S. corporate costs. "We live in an international market and we think that means we should work
withother countries to implement those standards."
He praised the U.S. securities markets, calling them an
incredibly valuable national asset "We have a market that
no other country in the world can match."
Turning to SEC matters, he said the Commission was
working on the task of appointing someone to the vacant
chief accountant position. He noted that one of the Commission's biggest problems is holding people because the SEC
is subject to pay caps: "Every five years we lose 85% of our
people."
Responding to a question
about the efficiency of FASB
standards, he said that the
process results in standards
of extraordinary complexity
but concluded, "On the
whole the FASB process
has been reasonably successful." But he cautioned
that "we should not put in
place too big an army of rule
writers."
DINGELL: TRUTHFUL
INPUT

SEC Chairman Richard Breeden discusses his agency's activities as President Baker and IMA
otfloers listen.
20

ongressman John D.
Dingell (D.-Mich.), the
chairman of the Subcommittee on Oversight
and Investigations of the
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Committee on Energy and Commerce, gave a little insight
into some of the financial scandals his subcommittee has investigated. He told the IMA that the regulatory process must
have truthful input or it cannot function well. He said that
the accounting profession is providing a much more truthful
picture of what's going on and also one that is more technically correct and more ethically correct.
He said that one massive accounting calamity has been
a failure of the government, pointing to the accounting problems in the defense contracting arena. Dingell noted that he
was troubled about the fact that accountants are under enormous pressure not to practice their profession in a normal
way. "It's remarkable the innovative scams that go on," but,
he conceded, "We have not come to the point where we
think accountants should be regulated by government."
OMB FOCUS
hen Frank Hodsell, executive associate director of
the Office of Management and Budget, heard President Baker describe IMA and its programs, he responded, "We need a lot of help in government." He emphasized the need for a greater degree of financial
accountability and truth in numbers process. The bottom
line, he believes, will be significant improvement.
He pointed to the establishment of a Federal Accounting
Standards Advisory Board as a step toward creating a more effective accounting structure. There are three components of a
financial accountability system: people, systems, and controls.
Answering a question from the IMA group, he admitted that
complete funding for the CFO legislation still remains in doubt.
But the agency hopes to improve ways `eve do current reporting" using some agencies as models such as the Social Security
Administration and the Internal Revenue Service.

CONGRESSMAN LENT ON WYDEN BILL

ing] profession have spent years with Wyden."
IMA President Baker remarked that the Institute is in the
process of developing a position on the bill.
Lent noted that scandals usually trigger legislation but
said a leavening process takes place. " Wyden has come a
long way down from the original bill." He emphasized the
give- and -take negotiating process that goes into the drafting
of bills, pointing out that many industries feel threatened by
various pieces of legislation.

CFO ACT TOP PRIORITY
avid Nummy, acting assistant secretary for management at the Department of the Treasury, discussed
the Treasury Department at a luncheon at the Hyatt
Regency. As a wry aside, he noted that there is not a great
demand for government accountants to talk about accounting in Washington. "I can tell you the state of government
financial management is in disrepair."
He said the CFO Act was a top priority of the administration and the President. The CFO Act mandates every
agency has to have a CFO, mandates every agency has to
create a financial management plan, and every agency must
produce financial statements that have to be audited.
He predicted by the end of next year the department will
be on one of two off- the -shelf accounting systems and it will
be a commercial system supported and documented. "The
market demand for accountants in government," he noted,
"is a real growth industry."
Under the CFO Act, eventually every part of government
will have to create a financial statement that will have to be
audited. And, he said, when financial statements are produced, the contingent liabilities will astound Americans.

COMMERCE EMPHASIZES QUALITY

ockwell Schnabel, former ambassador to Finland, and
now Undersecretary of Commerce, discussed the
trade negotiations involving the General Agreement of
Tariffs and Trade (GATE and Mexico. He noted there
would be a major benefit to have Mexico come closer to the
standard of living of the United States.
In remarks on the importance of quality to American industry, he said that one of the most important things today
for a company to pursue is total quality management. He referred to the Commerce Department's Malcolm Baldrige Award, and President Baker
noted that his own firm, Southwire Company, was competing for this award.
Schnabel said that on the average American companies have spent 20% on doing
later what they should have done first. The
lack of quality affects corporate revenues
and the bottom line. But he said, "I think
the U.S. is actually beginning to get there."
President Baker summed up the Washington visit this way: "We feel our recent
Washington meeting clearly enhanced the
visibility of EV A. This was especially important in view of our recent name change.
Now the challenge is to follow up on several opportunities that developed during
our conversation with the officials. We especially see opportunities for IMA to provide financial management training to help
Congressman Norman Lent listens as President Baker describes IMA operations. Next
implement the new CFO Act. "
■
to Baker, I.-r., Richard D. Peters, Louis Vlasho, Keith Bryant, and William J. Ihlanfeldt.
ith a spectacular view of the Capitol building over
his shoulder, Congressman Norman Lent (R. -N.Y.)
met with the IMA officers in his office. Lent, who
also serves on the Subcommittee on Oversight and Investigations, discussed the Wyden bill. He said that Congressman Ron Wyden (D. -Ore.) had been "educated" to reshaping the bill to make it more palatable. "It was a very tough
bill some years ago," he noted. "Members of the [account-
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How Lockheed
Implemented CIM
After four years and $5 million, all systems could communicate.
BYC.KENNETH HOWERY,EARL
D.BENNETT,AND SARAH REED
he 1980s saw an explosion in
the use of computers in manufacturing, especially in integrated manufacturing resource planning systems, commonly
referred to as MRP II systems. One estimate of total expenditures just on
MRP II software in 1991 is $2 billion.'
Most manufacturers today generally
spend between 1% to 3% of sales on information systems, and one of the largest single expenditures is likely to be
for the MRP II software and its implementation. Based on these figures, one
can see that managing this expenditure is critical to a company's competitiveness.
Lockheed Missile & Space Company, Inc., Austin Division (LAD) was
one of the companies that implemented an MRP H system as the key component of computer - integrated manufacturing (CIM). It took more than
four years and required a $5 million investment in software and hardware. At
times the process seemed overwhelming, but Lockheed says its business
would have been doomed without it
A MELTING POT OF SYSTEMS
ockheed Austin Division was
formed in August 1981 by Lockheed Missiles & Space Company, Inc., based in Sunnyvale, Calif., to
develop military tactical support systems. Headquartered in Austin, Texas,
LAD began operations in June 1982
with 30 employees. By year -end, 700
people were on the payroll. Approximately half had been transferred from
within Lockheed's other divisions, and
half had been hired locally in Austin.
The majority were scientists or engineers who were staffing LAD'S initial
22

Programmer /analyst tests prototype of man - machine interface using Lockheed's
commercial Luis II /SMS C41 graphics toolset product.

development project, the Command
Support Program, which involved the
development of a software and communications system for the U.S. Navy
to collect, process, and update surveillance data from multiple sources.
In 1983, another 175 people were
transferred from Sunnyvale. By mid-

1984, Lockheed Austin Division employed 2,000 people and, in addition to
its other diverse projects, had become
the base of operations for the U.S. Air
Force Precision Location Strike System, which used a computerized system on board three aircraft to locate
enemy radar and provide essential tarMANAGEMENT ACCOUNTING /DECEMBER 1991

geting data to direct strike aircraft with
guided or free -fall weaponry.
LAD had become a melting pot of
people, projects, and systems. Unfortunately, the systems weren't integrated so if a worker in one department
had a question about another part of
the operation, he had to go to several
other departments for answers —there
was no one system that allowed everyone access to the same information. Also, most of the systems being used in
Austin were based in Sunnyvale, so
Austin had little say over corporate
changes nor could it even operate if
the Sunnyvale computers weren't up
and running! The two -hour time difference meant Sunnyvale had to get its
systems going two hours earlier to
match Austin's operating schedule.
Because of this environment, Austin
could not predict when it was going to
deliver its products, it had problems
meeting schedules and budgets, and it
was about to lose its competitive post
ition in the marketplace.
At this point LAD management
stepped in, formed a team to study the
situation, and proceeded with a project
that led to a computer - integrated Operations Support System (OSS) wherein all areas of Lockheed Austin Division could communicate
electronically. The team used a hierarchical approach to decompose the
business processes by function. Starting at a high level, major processes
were exploded to lower levels of detail
to discover, document, and review information needs. The results of the
analysis were captured on a PC-based
CASE tool. Analyses were developed
for all functions within manufacturing
and all functions interfacing with manufacturing. Transaction volumes were
accumulated for data entry and output
points. This information served as the
foundation for subsequent activity.

PLANNING FOR SUCCESS
nstalling an integrated manufacturing business system is more difficult than many companies expect.
Fortunately, a number of factors can
improve the odds for success.
Management involvement is one. It
is critical in a project of this nature.
Many issues cross department boundaries, and their resolution requires
management attention. Also, the expenditures required to install a system
successfully are too great for a project
to succeed without executive support.
Adequate education and training
are mandatory with any new system,
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but they are critical with integrated
MRP U systems. Shop floor transactions create accounting entries, and
simple mistakes by one clerk can
cause significant problems in another
department. Recurrent and new -hire
training also must be planned as an ongoing expense for the life of the system.
The personality and strength of the
project manager and team members
are critical to the success of the implementation process. The project members must be strong and respected individuals. They must work well
together, and collectively they must
understand how the business operates. Perhaps even more important,
the project team needs to have the willingness to make a decision and proceed. Universally they should be unafraid of change and be willing to make
necessary changes for the good of the
corporation.
Lockheed had this corporate commitment —from the top down —to
move ahead with the project as quickly
as possible and with no tolerance for
anything less than a complete success.
Lockheed Austin Division's MRP II experience contained many firsts —the
first-time use of the computer hardware to support all manufacturing operations, the first application of the
vendor's MRP H software in a defense
industry environment, and a first-time
experience for many of the members
of the LAD project team. Despite these
additional risks, LAD's corporate commitment was adequate to meet the
challenge.

STARTING THE PROJECT
he first step was assembling the
project team. Lockheed's approach is a good model. The
major responsibility for defining detailed system specifications, developing user manuals, designing training
programs, devising acceptance test
procedures, and creating implementation schedules fell upon representatives from manufacturing, materiel,
and product assurance. The member
from data processing was responsible
for developing acceptance test procedures, writing the system user manuals, providing data processing training, creating requirement
specifications, and interfacing with the
vendor. The data input functional area
provided general administrative support, as well as word processing, Artemis scheduling, and data entry services. Program controls personnel

monitored the project activity and developed project reviews. Representatives from logistics, finance, engineering, human resources, and
management controls were expected
to interface with the project team and
provide timely inputs for defining system requirements so that future interface problems could be avoided. Clearly it was not just an MIS project. The
team represented operational functions that would be affected directly by
whatever hardware and software selections were made.
A company could shorten this process through the use of experienced
consultants or canned checklists as
prompts. At Lockheed, the extra time
taken was valuable because it was during this phase of the project that the
team participants began to develop a
common vision of what they needed
and what key issues had to be addressed.

COSTS VS. BENEFITS
ypically a cost-benefit analysis
is required before a company
proceeds with a project of this
nature. The analysis usually begins
early in the project and is refined as
more accurate data become available.
Lockheed costs were developed
from preliminary discussions with vendors, information systems personnel,
and /or consultants. One -time cost
components included:
• Hardware;
• Operating system, applications, and
utility software;
• Modification and enhancements;
• Interface construction;
• Package training;
• Generic education;
• Travel;
• Internal staff time;
• Outside assistance;
• Telecommunications charges;
• Facilities;
• Cabling.
Recurring costs included:
■ Hardware maintenance,
■ Software maintenance,
■ Telecommunications,
■ Support staff, and
■ Training.
Hardware and software can be
priced accurately early in the project,
but estimating staff costs is more difficult. One key is a good project work
plan. If the work plan is broken down
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to a low level of detail, total hours can
be estimated. It is important to assign
all tasks to individuals. Staff overloads
then become apparent, and corrective
action can be taken before schedules
slip. It also is best to calculate a range
of costs, which increases the probability that the final outcome will be within
budget and which emphasizes to management the difficulty of preparing an
exact cost estimate.
Once Lockheed Austin Division
had decided to proceed with the operations support system project, its project team prepared a statement of
work, which outlined the tasks to be
performed by vendors in preparing a
price quotation and an installation
schedule estimate and included details
of the manufacturing and systems interface requirements. It consisted of
about 75 pages of requirements for the
operations system and approximately
90 pages of specifications for corporate
financial interface requirements.
One project team member explained: "Me objective was to turn out
a statement of work in three
months — November, December, and
January — starting with everything we
learned in the summer about what we
wanted in a total system, and looking
at what was being used by other defense contractors or manufacturers, to
develop specific systems requirements that could be sent out to software vendors as an RFP (request for
proposal)." For example, interfaces
would be needed to feed the opera-

tions system with input such as work
orders, budgets, work authorizations,
employee status data, job information,
and configuration requirements. At
the same time, interfaces would be
needed for outputs from the operations system that supported other corporate systems such as time -card and
inventory data for finance, attendance
for personnel, purchase order information for materiel, and work orders and
journal vouchers for accounting.
Most professionals suggest that the
software should be selected first and
then the best computer hardware that
supports the software. This idea oversimplifies what can be a complex issue, especially in larger organizations
where the cost of a new computer
hardware environment can be so large
that it cannot be considered. Lockheed
Austin Division's experience was similar. After visiting about 15 companies
and examining approximately 30 software packages, management decided
that Lockheed should select the hardware first. It was using Tandem hardware for factory floor data collection
but IBM hardware for the operations
systems. The project team wanted to
continue to use Tandem for the factory
floor, which meant that the software
selection process was narrowed con siderably—to vendors who had computer- integrated manufacturing software that could run on Tandem
hardware. Also, the software would
have to interface Tandem and IBM
hardware.

DIVISION /CORPORATE
SYSTEMS INTERFACE
orporations have their own
unique accounting policies and
procedures, and defense contracting has even more complex requirements, with federal approval required before significant changes can
be made to any cost acounting practices. Most companies are trying to
simplify their accounting systems and
move away from tracking direct labor,
but defense contractors, such as Lockheed, can do so only if they convince
their government contract officials
that the government's interest will be
protected and that compliance with all
regulations will be ensured.
Most of the Lockheed operating
systems were IBM -based except for
the use of Tandem hardware for factory floor data collection. These external systems provided inputs to LAD's
new operating system, and outputs of
the operation support system fed existing corporate external systems. Accurate and dependable interfaces with
these IBM -based external systems
were critical if the software was to
meet corporate reporting and accounting requirements effectively. Lockheed Austin Division's interfacing requirements were developed after the
company compared the financial systems function and data requirements
with the manufacturing function and
requirements.
Figure 1 illustrates a high -level
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FIGURE 2 /FINANCIAL INTERFACES
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schematic of the financial system, and
Figure 2 explodes "Work Package
Planning" into a more detailed presentation of systems requirements. When
it finally was implemented, the LAD
system contained these modules:
Operations Modules— Material Inventory Control, Manufacturing Accounting, Product Assurance, Tune
and Attendance, Shop Floor Control,
and Order Management.
Planning Modules— Materials Requirements Planning, Master Production Scheduling, Capacity Planning,
and Simulation Planning.
Database Modules—Facilities, Manufacturing Bill of Materials, and Item
Master.

SELECTING A SOFTWARE
VENDOR
t is a general practice to describe the
selection criteria in a request for proPOW (RFP) and ask the vendors to
respond to them. Most companies follow

I
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this approach, and usually it produces a
quality selection. Without the proper perspective, however, the team may tend to
focus on the laundry list of detailed requirements and underemphasize the
strategic considerations of technology
and vendor organization. See the software buyer's action list for suggestions.
Lockheed's team prepared selection criteria, evaluation criteria, and
summary evaluation sheets for the
software packages to be evaluated by
the selection committee. LAD developed a complex scoring system, which
included blind scoring so no team
member could be influenced by a vendor name. Considering the potential
for biased decision making or political
infighting, this type of selection process is appropriate but seldom employed. Its use should be encouraged.

SYSTEM IMPLEMENTATION
he system implementation process was scheduled to span 30
months —June 1985 to January

Cost
Performance
Report (CPR)

ro
custc

1988. Key features of the implementation plan were:
1. Install software—Lockheed planned
to prepare detailed specifications
for the software package immediately after the software contract was
awarded so LAD could determine
where existing modules could be
modified to meet detailed requirements and to pinpoint where new
modules must be developed. At the
same time, Lockheed information
systems personnel created the necessary interfaces.
2. Pre pilot testAs pieces of the softare system were delivered, the project team conducted a conference
room pilot test. A list of all the possible activities was generated, systems testing was performed, and
the results were evaluated to see if
any systems modifications had to
be made.
3. Live pilot testAfter the project
team completed the conference
room pilot, it conducted a hands-on
26

SOFTWAREBUYER'SACTIONLIST
Compare:
■ Critical functions /major features,
■ Cost of make vs. buy,
■ Cost of several buyable systems,
■ Operating environment.
Conduct.
■ Cost /price analysis to determine if
a purchased system is viable.
Develop:
■ A list of candidates.
COMPOSEREQUEST FOR
PROPOSAL
Should address:
■ Proposed software product specifications,
■ Cost and terms to upgrade the system,
■ Terms of license or contractual constraints,
■ Software development, maintenance, training, conversion, and
modification responsibilities,
■ Number of support personnel, and
■ General background information
about the company,
PERFORM SPECIFIC
EVALUATION
SOFTWARE PACKAGE
How well do product specifications
match your requirements?
■ Are inputs, processing capabilities,
and outputs consistent with needs?
■ Are file organization and data management techniques satisfactory?
■ Will package interface with other
systems?
■ Are control procedures and audit
trails incorporated?
■ Are useful error checks in place?
■ Do file protection and data security
features exist?
■ Is a standard source language being
used?
■ Does the vendor offer related modules for later installation?
How easy to use is the package?
■ Is operation straightforward?
■ Are operating procedures documented thoroughly?
■ Are input and related instructions
clear and efficient?
■ Are reports clear and comprehensives'
Examine price:
■ What is total cost of acquiring and
using the package?
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■ What payment arrangements are
available?
■ What is included in the purchase or
lease price?
■ What modification or service constraints exist?
■ Is there an additional cost for multiple installations?
■ Does the vendor offer quantity discounts for multiple licenses?
■ Are there any extra cost options,
and can they be added at a later
date?
■ What is the length and cost of package warranty?
■ Is there a cost for system maintenance during and /or after the warranty period?
■ Are there any additional costs
(manuals, support, improvements,
training)?
SOFTWARE VENDOR
Check vendor characteristics for.
■ Length of time in business,
■ Length of time in your area of need,
■ Size of organization,
■ Primary markets served,
■ Financial statements,
■ Number of products,
■ Number of customer service personnel,
■ Number of development personnel,
■ Number of installations, and
■ Active user group.
USER REFERENCES
Check user satisfaction with:
■ Overall product,
■ Implementation time frame and
cost,
■ Support,
■ Promised enhancements,
■ System reliability,
■ Ease of use,
■ Documentation, and
■ Training.
EVALUATE INSTALLATIONAND
MAINTENANCE
Ask:
■ Will the vendor correct, without
charge, any serious bugs discovered after installation?
■ What type of training is needed?
■ What is the nature and level of training and schedule?
■ How much on -site technical assistance is provided under vendor's
standard contract?

■ What is the cost and avaflablity of
additional assistance?
■ What are qualifications of training
and implementation support personnel?
■ Are any modifications to the package in progress or planned?
EXAMINE DOCUMENTATION
Should include:
■ Systems flowchart and narrative,
■ All input /output file layouts,
■ Major file layouts with data descriptions,
■ Screen examples,
■ Report examples,
■ Control instructions,
■ Operations manual,
■ User's manual, and
■ Error manuals.
NEGOTIATE CONTRACT
Contract should address:
■ Package requirements (per request
for proposal criteria),
■ Anticipated performance,
■ Specifications and desired modifications with responsibility and deadlines,
■ Purchase/lease /license prices,
■ Reduced price if you are a beta site
or one of first users,
■ Availability and cost of source code,
IN Tree trial,
■ Detailed maintenance provisions,
■ Guarantee period after installation
for correction of legitimate bugs
and supplying maintenance at no
additional cost,
■ Vendor support (emergency and
ongoing),
■ Vendor - supplied training (initial
and ongoing),
■ Documentation (user manuals,
technical manuals, updates),
■ Sign -off procedure (payment terms,
conditions of acceptance),
■ Warranties, waivers, and penalties,
■ Allowance for return within a specified period after installation at no to
minimum cost if package is unacceptable,
■ Conditions and methods for termination of contract,
■ Final payment conditional on deliv
ery of all products and services and
successful operation.
Note: This list was taken from ICP Software Directory, Mainframe, and Minicomputer Series Manufacturing and Engineering,International Computer Programs, Inc., Indianapolis, Ind., Autum 1989, Goth
edition, p, x -xi.
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live pilot test on a small project in
one work center. The team gathered factory floor data, performed
tests, and evaluated the results to
ascertain if any system modifications were necessary.
4. Initialize and load masterhles —Prior to cutting away from the old system entirely, the team had to initialize and load into the operations
support system the master files and
other pieces needed to check shop
orders. The old and new systems
then ran concurrently for a period
of time.
5. Volume test —After all master files
and existing data were loaded, extensive tests were run employing
large numbers of transactions so
that system performance under
stress could be evaluated. Shop
floor control, time and attendance,
and material inventory control system results were studied in detail,
and potential problem areas were
alleviated before LAD cut over to
the new system.
6. Training— Simultaneously with the
systems implementation and testing, training sessions were developed and conducted for all employees affected by the new system.
Training included an overview of
the entire package followed by indepth, hands -on instruction so that
all personnnel obtained explicit
knowledge about the module with
which they would be dealing and an
understanding of how the different
modules were tied together.
7. Phase- in/cutover— Alternative
plans were evaluated, from an
abrupt cutover of all software modules simultaneously to a modular
phase -in of each module individually. After the plan was implemented,
system responsibility was turned
over to the operating staff.
As the implementation process began, issues and problem areas appeared such as incomplete software
modules, differences in interpretation
of requirements, timetable pressures,
and technical problems.
The strength of the project manager and the commitment of the project
team compensated for these problems. For instance, "Our team approach may have been unique. We
worked in a large room around a long
table. We'd have about 30 people meeting ... at 7:30 a.m. each day to see
where we were in all of our activities
and again near the end of the day. If we
needed to get people together to reMANAGEMENT ACCOUNTING /DECEMBER 1991

Tina Whiteman assembles the main umbilical harness for S313 ATE interface units.

solve an issue during the day, we did.
We operated in our own world and outside the normal corporate bureaucracy. We'd hammer out decisions at our
roundtable that would take months
through normal channels."
In another case, "About a third of
the people initially assigned to our
team were sent back to their respective organizations. We wanted only
dedicated, enthusiastic people who believed they could get the job done. We
had a short-term project. We didn't
have time to train or mold people. The
success of the project depended on the
people. The organization gave their
best people. We were totally committed to the project."
Members of the LAD project team
also attributed the success of their project to good education and training for
the duration of the project and to active
management involvement. For example, when the project was started, a
seminar was held for all managers, directors, and vice presidents at LAD to
explain the software and the way the
systems would operate. Corporate personnel also kept a close watch on the
operation even though it was the Austin Division's project. About 500 people were trained on the system, ranging from a systems overview lecture to
daily classes for several weeks to
hands -on experience at the terminals.
To smooth the transition, Lockheed
relied heavily on its vendors. The hardware representative even helped resolve some of the more difficult points

in the software development, Both the
hardware and software vendors provided resources to the project team.
Much of this assistance was in the
form of on -site support and development in Austin, which greatly enhanced the project team's responsiveness to problems.
In addition, weekly status reports
and meetings for active participants increased good communication. Monthly briefings and /or reports to top executives helped raise crucial issues
before they impacted schedules. Updates of a project plan, although tedious, were made promptly. Monthly
briefings included accomplishments
since the last monthly report; a schedule of upcoming meetings to be held;
identification of the top 10 problems,
action requirements, and designated
responsibilities (as a problem was resolved, it was dropped from the review
list and a new one added); and schedule and budget reviews. This project
reporting and control was vital.
ASSESSING THE RESULTS
en the implementation process was complete, the system performed the functions
diagrammed in the Systems Overview
shown in Figure 3. LAD employees are
enthusiastic when they say that the
project has been successful and that
the system is serving their needs well.
Perhaps the project could have been
implemented quicker, but it was in27
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stalled on time and under budget without the mid -life crisis these projects
sometimes go through. Here are some
of the accomplishments Lockheed
says it experienced:
• Paperless and real -time aspects of
the system for the quality assurance group. Where once the group
had to document rejects or product
defects with hard copy, now it is
done electronically. Employees in
engineering, quality assurance, or
manufacturing —and even custom ers -man look information up on
their computer terminals.
• Government approvals to use electronic sign -off for payroll processing and payment (but it still has to
produce a hard copy and have supervisors and employees sign them
for the finance department).
• Ability to meet delivery schedules
95% to 100% of the time, compared
to 50% to 60% before the new system
was implemented.
• Ability to meet delivery commitments. Lockheed also experienced
some labor savings, such as cutting
labor costs by about 22% in the manufacturing coordination and support area by not replacing attrition
28

losses. Productivity increased,too,
once employees learned the new
system.
What lessons should other companies learn from Lockheed Austin Division's experiences? A successful implementation requires a number of
ingredients, namely a well - informed
and actively involved management
group, education and training, a strong
project manager with the skills and authority to make things happen, and adequate staffing of the project team with
committed and capable personnel.
Although significant time and resources continue to be devoted to satisfying corporate financial reporting
requirements, the system provides division -level management with more information— including cost data —than
was available before. It is a real -time integrated system that provides opportunities for better operating controls, including checking data across the
entire company rather than just receiving reports. Now minute by minute,
day by day, hour by hour, someone
can check on a project or employee data any time during the process, not just
once a week or once a month. This upto-the- minute reporting ability makes
Lockheed able to react immediately to

■

any kind of situation that arises.
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Should Impaired
Operating Assets
Be Written Down.?
Controllers, analysts, and auditors tell what they would do.
BY OTTO H. CHANG AND
DONALD R. NICHOLS
uppose you are the controller
of a company with several
plants producing similar products, one of which is currently
unprofitable due to area competition.
Cash flows are substantially reduced,
and it is unlikely that the current carrying amount of the plant will be recovered over its life whether it is sold or
continued in operation. Should the
plant be written down and the loss recognized, and, if so, to what amount?
A writedown and recognition of a
loss will reduce the net income of the
plant, the division, and the company.
As a result, you may be concerned that
various parties are likely to have conflicting views about whether the plant
should be written down. The plant and
division managers probably will resist
the writedown, in part because of the
negative impact on their reported profitability and the assessment of their
performances. The financial vice president and existing shareholders are
likely to resist the writedown due to
the negative impact on the financial
statements, especially net income. On
the other hand, financial analysts who
follow the company are likely to prefer
recognition, as would the company's
auditor, who may be concerned about
implications, including potential legal
liability, of failing to write down the
plant.
In attempting to resolve the reporting dilemma, you may refer to official
accounting pronouncements for guidance. Although there seems to be an
increasing number of reported writedowns of operating assets, it is not
clear to you that any official proMANAGEMENT ACCOUNTING /DECEMBER 1991

Controllers have little guidance on writing down unprofitable plants.

nouncement applies to your particular
situation. Figure 1 describes the major
considerations by phase.
Phase 1.If a decision has been made
to dispose of the asset, Accounting
Principles Board Opinion No. 30 or its
Interpretation No. 1 on disposition of
segments and portions of segments of
a business would probably apply.' In
your particular case no disposition has
been made.
Phase11.However, where a disposition decision has not been made, the
accounting for impaired operating assets seems to be covered by pronouncements for only a few very narrowly defined situations. Examples
include intangible assets, estimated re-

sidual value of leases, interest capitalization during construction, preacquisition contingencies of purchased enterprises, advances to music artists,
capitalized plant and intangibles of cable television companies, title plant,
rental projects under construction, and
disallowance of costs in regulated industries.'
In spite of this rather large number
of pronouncements covering impairments of very specific situations, you
are surprised to find that no pronouncement appears to apply to impaired operating assets in general
where a decision to sell the asset has
not been made. In fact, the Financial
Accounting Standards Board (FASB)
29

has indicated specifically that the situation has not been settled in an official
pronouncement.
Phase X. Because the question is
not resolved by official pronouncement, you review the deliberations by
accounting bodies. The issue has been
considered by several accounting bodies and has proven to be difficult to resolve. In 1980, the Accounting Standards Executive Committee (AcSEC)
of the American institute of CPAs recommended use of a probable criterion
for impaired operating assets, such as
that prescribed for contingencies. Because its recommendations are not
binding on practice, AcSEC urged the
FASB to consider and resolve the issue. The Emerging Issues Task Force
(ErM considered the issue on three
different occasions during 1984 -1986
but was unable to reach a conclusion.
It did note that recognition of impairments was permissible and that a permanent test seemed to be observed
frequently in practice. Thus, two possible recognition criteria, probable and
permanent, have been discussed for
impairment operating assets as described in Phase III of Figure 1, but
their applicability is not clear.'
In completing your study of the
problem, you note that some operating
assets have been written down over
the years, and investigations of those
reported writedowns have been sponsored by the Financial Executives Institute and by the Institute of Management Accountants (IMA), then the
National Association of Accountants'
Furthermore, the FASB is investigating the impaired long -lived asset accounting question and has recently
distributed a discussion memorandum
on the issue'
A major purpose of an FASB discussion memorandum is to obtain the reactions and opinions of persons in the
business community about the accounting issues. In order to obtain the
opinions of three vitally interested
groups about the question of what accounting treatment should be prescribed for impaired operating assets,
we conducted a survey of persons involved in the preparation, audit, and
use of financial statements in the summer of 1990. The issues addressed are
noted by an asterisk in Figure 1. The
respondents were financial personnel
for companies (primarily assistant controller and higher), auditors (primarily
manager, senior manager, or partner
level), and professional portfolio managers and analysts as shown in Table
1. The respondents were high -level
I
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TABLE 1 /SURVEY RESPONDENTS
Controllers

Auditors

Analysts

19

18

17

Average Years of
Business Experience
Position
Partner
Senior Manager or Manager
Other
Vice President, Chief
Financial Officer,
Controller or Assistant
Supervisor or Manager
of Accounting
Other
Portfolio Manager or Analyst
Percent with Graduate Degree
Perceived Level of Knowledge
about GAAP for Impaired
Operating Assets'

56
15
2
60
25
8
32

38

62
72

7.7

6.7

6.2

'Scale: 10 Very Knowledgeable to f Not Knowledgeable

FIGURE 1 /POSSIBLE FACTORS IN CONSIDERING A
WRITEDOWN OF AN IMPAIRED OPERATING ASSET
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personnel, very experienced in business, and apparently relatively knowledgeable about impaired operating asset accounting.
They were asked what accounting
treatment they felt the FASB should
prescribe in any new pronouncement
for an impaired operating asset in several case contexts. The case involved
a hypothetical firm, Sebok, Inc., with
an impaired operating plant, one of
several plants in a line of business. The
basic case contained the following
amounts for possible reporting for the
impaired plant:
In
Thousands
(000)
Carrying amount
(Book value)
Current cost
Undiscounted value of
future net cash flows
if operated
Present value of future
cash flows if operated
Current market value
Net proceeds if sold

$5,000
$4,500
$4,000
$3,000
$2,750
$2,500

The net proceeds from the plant if
it were sold would be expected to be
smaller than the present value of future net cash flows if the plant is operated. Consequently, the operation of
the plant is its best economic use.
To clarify the issues as sharply as
possible, those surveyed were given
definitions for these measurement attributes and were told that management and the company's auditors
agreed that the estimates of the

amounts were reasonable. They also
were told that all differences among
the amounts were to be considered to
be material, and in order to avoid questions of grouping, they were told that
the plant must be operated or sold intact because of its specialized nature.
Two different scenarios were included to allow the survey sample to
consider appropriate accounting in
several circumstances. In Scenario
One, the impairment if the plant were
operated is described as permanent,
while in Scenario Two there is a 70%
chance that the impairment will continue if the plant is operated, so that continued impairment would appear to be
probable. See Tables 2 and 3.

CONTROLLERS
he majority of the controllers
that we surveyed believed that
a writedown of an impaired operating asset should be required if it is
at least probable that the asset impairment will continue. Where the impairment is described as permanent, 65%
of the controllers thought that the
FASB should require a writedown.
Where the impairment is probable,
53% thought the asset should be written down.
When asked the amount to report if
the asset is written down where the impairment is described as permanent,
the majority of the controllers (67%) indicated that the reported amount of
the asset should be an operations based value, undiscounted or discounted value of expected future net

Panel A
Report the Plant at Book Value or Writedown
All
Respondents Controllers
Auditors
Analysts
(110 Responses) (55 Responses) (33 Responses) (22 Responses)
31%
35%
18%
41%
Book Value
69
65
82
59
Write Down
100%

100%

100%

Panel B
Report the Plant at an Operations a Salo Related Amount
All
Respondents Controllers
Auditors
Analyst
(76 Responses) (36 Responses) (27 Responses) (13 Response
72%
67%
100%
31
Operations
22
25
0
62
Sale
6
_8
_0
7
Other
100%
I

100%

- -
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100%

OPINIONS OF AUDITORS
n the issue of whether a probable impairment should trigger
a writedown of the impaired
plant, the auditors seemed to agree
with the controllers. In fact, a larger
percentage of the auditors think that
writedown should be required both
where the impairment is permanent
(82%) and where the impairment is only probable (61 %).
Concerning the appropriate value
to report if the asset is to be written
down, the auditors unanimously selected an operations -based measure,
undiscounted or discounted net cash
flows expected from operations for
both scenarios. The auditors also
strongly oppose subsequent writeups
of previously written -down assets, with
only 13% indicating that such writeups
should be allowed (Figure 2).

0

OPINIONS OF THE

TABLE 2 /SCENARIO I: IMPAIRMENT PERMANENT

100%

cash flows from operations. By contrast, where the impairment was probable, a slight majority (55%) suggested
that a sale -based value —either current
market value or net proceeds expected
if the asset were sold— should be reported. Thus, there were contrasting
answers concerning the value to report, depending on whether the impairment was permanent or probable.
Finally, only 33% of those indicating
that a writedown was appropriate felt
that a recognition of a future increase
in value should be allowed once an asset has been written down.

100%

OPINIONS OF FINANCIAL
ANALYSTS
urprisingly, the financial analysts
are the least likely of the three
groups to insist on requiring a
writedown of the plant Although a majority of them agree an impairment
should trigger a writedown, the percentage is only slightly more than a
simple majority: 59% for permanent
and 52% for probable impairments.
Another unique characteristic is
the financial analysts' preference for a
sale -based measurement in the valuation of impaired operating assets: 62%
for the permanent and 83% for the
probable impairments. Finally, the financial analysts are the only group
that favored allowing restoration of a
previously recorded writedown. This
may result from a belief that a current
valuation of an asset is more important
than a conservative one, so if losses
are to be recognized, perhaps gains
should be also.
31

the FASB and given the need for a super majority vote, the likelihood of resolution of the issue is in some doubt. ■

TABLE 3 /SCENARIO 2: IMPAIRMENT PROBABLE
Panel A
Report the Plant at Book Value or Writedown
All
Respondents
Controllers
Auditors
Analysts
(111 Responses) (55 Responses) (33 Responses) (23 Respons
Book Value
45%
47%
39%
48%_
Write Down
55
53
61
52
100%
100%
100%
100%
Panel B
Report the Plant at an Operations a Sale Related Amount
All
Respondents
Controllers
Auditors
Analysts
(61 Responses) (29 Responses) (20 Responses) (12 Respons
Operations
52%
38%
100%
8%
Sale
43
55
0
83
Other
5
7
0
9
100%
100%
100%
100%
Al k m t M 6

CONSENSUS AND MIXED
SIGNALS

community. Second, there is considerable agreement overall that a writedown should not be restored if the impairment is subsequently alleviated.
Finally, the standard - setting body
would receive very mixed signals concerning the value to report for assets
that are written down. Various persons
recommended operations -based and
sale -based measures be reported in
the various situations. If the diversity
of opinion in the business community
is also found among the members of
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f our survey is reflective of the general opinions of members of the
business community on the impaired asset accounting issue, the recommendations to the FASB would
contain the following ideas. First, a
writedown of operating assets where
impairment is permanent or probable
would be recommended by the majority of the individuals in the business
ra
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How Sec. 1244
Cushions the Risk

Downside planning can save you substantial sums.
BYTED D.
ENGLEBRECHTAND
STEVEN C.COLBURN

benefit from the carryback
and carryover provisions of
the net operating loss rules.
Ordinary losses under Sec.
1244 are treated as attributable to a trade or business
of the taxpayer [Sec. 1244
(d) (3) 1. Thus, unused Sec.
1244 losses may be carried
back up to three years and
forward up to 15 years to
offset gross income in those
years [Sec. 172 (b) (1) (A)].

he risks of starting
s
your own business
are substantial. But
many would -be owners are unaware that the Internal Revenue Code, specifically Sec. 1244 and
,f ` •� �:�
Subchapter S, can help mitigate losses incurred by
;
?r `
small business corpora tions.
SECTION 1244
Ordinarily, when stock
; ; ! REQUIREMENTS
in a corporation is sold at a
loss or becomes worthless,
ec. 1244 applies only to
the loss incurred on the
individuals. Trusts and
stock is treated as a capital
estates are excluded
loss [Sec. 165 (g) ] . A taxpayspecifically under Sec. 1244
er may not realize the full
(d) (4). Furthermore, the
benefit of such a loss in the
stock must have been disyear it occurs because the
tributed by the issuing cormaximum an individual taxporation to the individual
payer is allowed to deduct
claiming the loss or to a
in any one year is $3,000 of
partnership in which the inexcess capital losses [Sec.
dividual is a partner. Per1211(b) ]. Any unused exsons who acquire their
cess capital losses are carstock from a third party,
ried forward and may be
such as another stockholdused to offset future capital
er, are disqualified from regains. Such losses retain
_
ceiving Sec. 1244 treattheir character as short- or
ment. For example, a
Many small businesses go bankrupt, but the effect can be lessened
long -term capital losses.
taxpayer receiving the
it they are incorporated under Sec. 1244.
On the other hand, if the
stock as a gift would not
stock qualifies as Sec. 1244
qualify because that person
stock, the taxpayer's deduction may be substantially greater.
did not receive the stock directly from the issuing corporaIn the year that qualifying Sec. 1244 stock becomes worthtion.
less or is sold at a loss, a single taxpayer may deduct up to
Persons who receive shares of otherwise qualifying Sec.
$50,000 of the loss as an ordinary loss rather than a capital
1244 stock as distributions from partnerships in which they
loss. A married taxpayer filing a joint return may deduct up
are partners also may be denied Sec. 1244 treatment for the
to $100,000 as an ordinary loss [Sec. 1244(b) 1. When the loss
stock. The taxpayer in Prizant ' was denied ordinary loss
exceeds the statutory limits, the excess normally will be
treatment because his Sec. 1244 stock originally had been
treated as a capital loss.
issued to a partnership. The partnership distributed the
Taxpayers incurring qualifying See. 1244 losses also may
stock to the partners before the loss was incurred. Had the
MANAGEMENT ACCOUNTING /DECEMBER 1991
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partnership held the stock or
distributed it after the loss
was incurred, the taxpayer
would have been allowed an
ordinary loss deduction for
his distributive share of the
Sec. 1244 losses.
At the time the Sec. 1244
provisions were enacted, Congress indicated that its intention was to encourage new investments in small businesses
and to place shareholders in small corporations on a more
equal basis with sole proprietors and partners.2 This point
was reinforced in M.R. Adams, Jr. 8 Adams was denied a deduction under Sec. 1244 for his worthless stock because the
corporation had reacquired the stock from the original issuee before Adams had purchased it. The court held that the
amount he paid for the stock did not represent new investment but merely substituted for a previous investment.

Property other than money is
valued at its adjusted basis for
determining gain at the time
received. From this amount
are deducted any liabilities to
which the property was subject or that were assumed by
the issuing corporation [Sec.
1244 (c) (3) (13) J. When the adjusted basis of the property
transferred in exchange for Sec. 1244 stock exceeds its fair
market value, the adjusted basis of the stock is reduced by
such excess. This provision applies only when determining
the amount of Sec. 1244 loss [Sec. 1244 (d) (1) (A)], so that
capital losses on property cannot be converted into ordinary
losses.
Subsequent investments in the corporation will not meet
the requirements of Sec. 1244 unless additional shares of
stock are issued at the time of the investment Thus, increases in basis through contributions to capital or otherwise will not be counted when computing ordinary losses unCORPORATEREQUIREMENTS
der Sec. 1244 [Sec. 1244 (d) (1) (13) ]. For example, in Pierce
(89,647 PH Memo TC), the taxpayer made additional investhe three requirements a corporation must meet to qualments in a small business corporation but did not receive
ify for Sec. 1244 treatment are:
1. The corporation must be a domestic small business
new shares of Sec. 1244 stock. He was denied ordinary treatment by the Tax Court for most of his losses incurred upon
corporation at the time the stock is issued.
a subsequent sale of the stock. The tax consequences of this
2. The stock must be issued by the corporation for money
or other property (other than stock or securities).
case are examined in greater detail later.
The Gross Receipts Test. The company must pass a gross
3. The "gross receipts test" must be satisfied.
receipts test at the time the loss on the stock is incurred.
Small Business Corporation Stock. Only common stock isTherefore, ordinary loss treatment for subsequent losses on
such stock is not guaranteed at the date of issuance.
sued by a domestic small bus.ness corporation may qualify
as Sec. 1244 stock. The stock may be voting or nonvoting
For the five taxable years immediately preceding the year
of loss, more than 50% of the firm's aggregate gross receipts
stock. Neither securities conv4!rtible into common stock nor
common stock convertible
must be derived from
sources other than royalinto other securities may be
ties, rents, dividends, intertreated as common stock
TABLE VCOMPARISON OF TAX
ests, annuities, and sales or
for purposes of Sec. 1244
[Regs.
1.1244(c) -1(b) ].
exchanges of stocks or seSAVINGS SEC. 1244 TREATMENT VS.
curities [Sec. 1244(c) (1)
Shares received as nontaxNON -SEC. 1244 TREATMENT
(01. The term "gross reable stock dividends due to
Sec. 1244
ceipts" is defined in the rega reorganization under Sec.
Stock
ulations as the total amount
368(a) (1) (F) or to a recapireceived or accrued under
talization pursuant to Sec.
the method of accounting
368(a) (1) (E) also qualify
Ordinary
used by the corporation in
for Sec. 1244 treatment
computing its taxable in[Regs. Sec. 1.1244(d)-31.
At the time the stock is
come. Consequently, the to50,000-S
tal amount of receipts is not
issued, the aggregate
100,000 -M /J
reduced by returns and alamount of money and other
lowances, cost, or deducproperty received by the
tions.4
corporation for stock must
not exceed $1 million, an
This provision essentially requires the firm to be an
amount that includes conoperating company. It pretributions to capital as well
cludes taxpayers from takas paid -in surplus. Further16,500-S
ing ordinary loss deducmore, amounts received for
32,218 -M /J
tions for items that
all previously issued stock
are counted as part of the $1
normally would be treated
14,000-S
as capital losses. The opermillion total [Sec. 1244 (c)
28,000 -M /J
(3) (A) ]. Obviously, most
ating company requirement
need not be satisfied if the
small business corporatotal deductions allowed
tions would qualify easily
S = Single filing status.
the corporation, other than
for Sec. 1244 stock treatM /J= Married filing a joint return with spouse
the dividends received dement
M/S = Married filing a separate return.
Basis of Property Reduction and the net operat
ceived for Sec. 1244 Stock.
ing loss deduction exceed

Afirmm ust meet three
requirements to qualifyfor
,See. 1244 treatment.
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the total gross income for
the five-year period [Sec.
1244(c) (2) (C) ]•
If the corporation has
not been
existence
forthe
at
least
fivein
years
prior to
date of loss on the stock,
then the gross receipts test
is applied to income for the
prior years that the firm was
in existence. For firms that
have not completed their
first year, the gross income
up to the date of loss is exan-dried [Sec. 1244 (c) (2)

(A)1•

Depending

upon

_
E'(1'f� llZ
'tCt t 2i

MIS ' Sale

women
l
r

the

year in which their loss occurs, this provision may
preclude some taxpayers
from realizing the benefits
of Sec. 1244. For example, a
taxpayer would satisfy the
gross receipts test in 1990 if
49% of the firm's gross receipts for the years 1985 -89
were derived from royalties, dividends, and so on.
However, if gross income
from such sources for 1990
increases by much, then
the firm could exceed the
50% threshold for the five year period from 1986 90.
Thus , the taxpayer would
be denied ordinary loss
treatment for losses incurred on Sec. 1244 stock in
1991.

T

,

rate is 28%, they would save
about $28,000 in taxes.
The tax savings may be
much lower if Joe receives
capital loss treatment rather than Sec. 1244 treatment
for the stock. First, he must
go through the process of
netting short-term capital
gains and losses and longterm capital gains and losses. If the net result is a gain,
it is included in gross income. If the net result is a
loss, whether short term or
long term, Joe may use up
to $3,000 per year of such
losses to offset ordinary income. Any unused capital
losses retain their status as
long or short term and are
netted with capital gains
and losses in subsequent
years [Sec. 1212(b)(1)].
The limitation on the deduction of excess capital
losses severely limits the
amount by which such loss-

es may reduce Joe's tax liability. If he is in the 33%
marginal tax bracket he will
be able to decrease his tax
liabilities by a maximum of
only $990 ($3,000 x .33). If
he is in the 28% marginal
bracket, his tax benefit will
be limited to $840 ($3,000 x
A taxpayer who is starting a small business like this bridal shop
.28). Of course, he also will
should consider setting it up as a small business corporation under
benefit by reducing his taxSec. 1244.
able income by the amount
SECTION 1244 BENEFITS
of any capital losses that are
offset against capital gains. If he has no capital gains, his tax
he following examples show how taxpayers can reduce
savings are limited to the amounts stated above. Table 1
their federal income tax liabilities by structuring investsummarizes the savings that may be realized.
ments in small business corporations to take advantage
Increasing the Basis of Sec. 1244 Stock. The results in a
of the provisions of Sec. 1244. They also show how poor planrecent case, Pierce, show how a taxpayer may lose the ad-

ning can result in substantially greater tax liabilities.
Sec. 1244 Treatment us. Capital Loss Treatment. Assume
that Joe Taxpayer purchases $100,000 of qualifying Sec.
1244 stock in the ABC Corporation in 1989. In 1990, Joe
learns that ABC Corporation has filed for bankruptcy and
that his ABC shares are worthless. If Joe receives Sec. 1244
treatment for the worthless stock , his taxable income will
drop by $50,000 if he is single, and $100,000 if he is married
and filing a joint return with his spouse.'
If Joe's taxable income is at the top of the 33% marginal
rate bracket and he is single, his tax liability for the 1990 tax
year would decline by as much as $16,500 ($50,000 x .33).
With a 28% marginal rate bracket, his tax savings could be
$14,000 ($50,000 x .28). Joe actually may save more or less,
depending upon the amount that his taxable income falls
above or below the 33% range. If Joe is married and files a
joint retu rn with h is sp o u se, th e p o ten tial tax savin gs are

doubled . With taxable income at the top of the 33% bracket,
he and his spouse would save up to $32,218.50 in taxes
[($162,770- 78,400) x.33 + ($15,630x .28)]. If their marginal
MANA( EMENP ACC OUNTING M ECEMBER 1991

vantages of Sec. 1244 treatment by not properly structuring
transactions intended to qualify under Sec. 1244. In 1981,
Pierce invested $800 in a small business corporation in exchange for 800 shares of the corporation 's Sec. 1244 stock.
Later, Pierce paid $200 for 200 shares previously issued to
two other shareholders and invested an additional $80,000 in
the corporation . He did not receive any additional shares
from the corporation for his subsequent $80,000 investment.
A few months later, Pierce sold all 1,000 shares and
claimed a Sec. 1244 loss of $86,000. The IRS and the Tax
Court determined that Pierce's actual loss was $55,000, of
which approximately $500 was considered Sec. 1244 loss
and $54,500 was a short-term capital loss. Pierce's major error was not having the corporation issue additional stock
designated as Sec. 1244 stock at the time he made a second
investment in the corporation.
Assuming a total loss of $55,000, as found by the Tax
Court, we can determine the difference in tax savings between the two allocation methods. Pierce claimed that all of
the loss qualified for ordinary loss treatment under Sec.
35

1244, giving him a tax savings of up to $38,500
($55,000 x .70) for the 1981
taxable year. Using the Tax
Court and the IRS allocation, the maximum income
tax savings would be only
$2,4506 if Pierce had no capital gains to offset the
$55,500 in short-term capital losses.
This example dramatically illustrates the unfavorable tax consequences that
taxpayers may face by improperly structuring their
Sec. 1244 investments.
Pierce could have received
Sec. 1244 treatment on virtually all of his investment if
the corporation had issued
him more Sec. 1244 shares
at the time he made his additional investment.

she made in XYZ Corporation stock. This example assumes that Mary meets the
at -risk and material participation requirements.
If XYZ Corporation were
a C corporation rather than
S Corporation C
an S corporation, Mary's de1. Annual Impact (Years 1 -10)
ductions would be much
A. Yearly Deduction
$ 10,000
smaller. She would not be
2,800
B. Yearly Tax Savings
allowed to take the $10,000
($10,000 x .28)
deduction per year for 10
C. Present Value of
years as her share of the
Yearly Tax Savings
corporation's losses. How($2,800 x 15.93743) $ 44,625
ever, she still would qualify
for a $100,000 ordinary deII- Impact of Stock Worthlessness in Year 10
duction in the year that the
$ 100,000
A. Sec. 1244 Loss
stock became worthless.
Tax Savings
Her remaining $100,000
($100,000 x .28)
loss on the stock would be
Present Value of
treated as a long -term capiTax Savings
tal loss. If she had no long($28,000 x .38554)
$
term capital gains with
B. Capital Loss
$
which to offset the capital
loss, her deduction for the
Tax Savings
($3,000 x .28)
capital loss would be limitSECTION 1244 AND
ed to $3,000 in the year of
SUBCHAPTERSSTATUS
Present Value of
the loss. Any unused capital
Tax Savings
($840 x .38554)
$
loss would be carried foraxpayers may receive
ward as a long -term capital
additional
benefits
loss.
when making Sec.
1244 stock investments if
Table 2 summarizes the
tax treatment Mary's loss
such investments are made
would receive under the S
in Subchapter Scorporacorporation and C corporations because an S corporation alternatives.
tion may pass ordinary lossIn sum, taxpayers who
es from operations through
are planning to start small
to shareholders as they ocbusinesses would be prucur [Sec. 1366(a) (1) (M.
dent to consider setting the
Thus, shareholders in S
businesses up as small busicorporations may receive
ness corporations under Sec. 1244 and also as S corporathe best of both worlds. They may deduct ordinary losses
tions. That way, they could receive a double benefit: (1) curpassed through to them each year by the corporation. In adrent deductions for losses passed through from the business
dition, they may receive ordinary loss treatment on Sec.
1244 shares that subsequently become worthless or are sold
and (2) ordinary loss treatment on some or all of the losses
incurred upon the sale or worthlessness of the stock.
■
at a loss.
An example of how this treatment works concerns Mary,
a calendar -year taxpayer, who in 1990 invests $200,000 in the
Ted D. Englebrecht, A.D., is KPMG Peat Marwick professor
XYZ Corporation, an S corporation. The total investment by
shareholders in XYZ is $2 million, half of which qualifies as of accounting at Georgia State University.
Sec. 1244 stock. All of Mary's $200,000 investment is Sec.
Steven C. Colburn, Ph.D., is assistant professor of accounting at Georgia State University. Both authors can be reached
1244 stock.
For each of its first 10 years, XYZ Corporation's losses at (404) 651 -2611.
amount to a total of $100,000. A distributive share of the losses is passed through to each shareholder each year. Mary
'T.C, Memo 1971.196, 30 T.C.M. 817 (1971).
would deduct her share of the losses, $10,000 'H.
Rep. No. 2198, 85th Cong., 2nd Bess. (1958), reprinted in 1959.2 C.B. 709, 711.
[($200,000/2,000,000) x $100,000 = $10,0001, on her tax re74 TC 4, Dec. 36,872 (1980).
Sec. 1.1244(c) -1(e) (1) (i) (a).
turn each year. During the 10-year period, Mary's basis in 'Regs.
Joe's taxable income probably will decline by more than $100,0(X). His
her stock would decrease from $200,000 to $100,000 due to 'Actually,
adjusted gross income (AGO will decline by $ 100,000. Because of the lower AGI,
her share of the S corporation losses.
he probably will be able to deduct greater amounts as itemized deductions for
medical expenses (they must exceed 7.5% of AGO and for miscellaneous itemized
At the end of the 10-year period, XYZ Corporation is bankdeductions (they must exceed 2% of AGO.
rupt and its stock is worthless. Under Sec. 1244, Mary will
($550 + 53,000 x.70). The $3,000 is the maximum excess capital loss deduction.
be able to deduct $100,000 —the loss she incurred on her
The top marginal tax rate for individuals for 1981 was 70%.
worthless stock —on her federal income tax return as an ordinary loss. Over the 10 -year period, Mary has been able to
Is this article of interest to you? If so, circle
Yes
No
take as an ordinary deduction all of the $200,000 investment
appropriate number on Reader Service Card.
60
61

TABLE 2 /IMPACT OF CORPORATE
STATUS ON TAX DEDUCTIONS FOR
HOLDERS OF SEC. 1244 STOCK

r s i n S corporations
with Sec.1244 stock may
receive the best of both worlds.

1

36

MANAGEMENT ACCOUNTING /DECEMBER 1991

REDUCING PERSONAL
PROPERTYTAXES
If
you manage them you can saveyourfirm money.
In1erna1ionoI.

tax expense because they feel it is not
a material amount need to look again.
Unlike income taxes, personal property
taxes are assessed regardless of the
business's ability to generate income or
profit. In Eugene, Ore., the 1990 -91 tax
rate was 3.15627 %. Even in California,
where the tax rate is restricted to 1% by
statute, property tax is still a material expense, especially if assets are being
overreported or overassessed.
Too many businesses and professionals assume there is no alternative to
the assessed values received from the
taxing jurisdictions. A black box mystique surrounds personal property tax
reporting and assessment— reports go
in and somehow tax bills come out Another misconception is that an expensive legal appeal would be required to
generate any changes in assessed values and /or reductions in property taxes.
Appeals are certainly a tool for controlling personal property taxes but not the
major emphasis in a proactive approach.
High -tech medical equipment such as this CAT scan may be overassessed if, since it was
The main emphasis in a proactive appurchased, new technology has produced machines that cost less and do a better job.
proach is ensuring that asset information is correct, up-to -date, realistic, and
BY LORENA YOUNG
reported and assessed accurately. Controlling personal
property taxes depends primarily on what businesses do behat taxes do most businesses pay but do not unfore and during reporting, not on what they do after they get
derstand or try to control? The answer— persontheir tax bill. In this self - reporting mode of taxation, the bural property taxes. And yet personal property tax- den of proof and responsibility for checking for accuracy fall
es provide a prime opportunity for cost control
on the taxpayer. For example, businesses can ensure that
measures for any size business. Managers need to implethe assessor is interpreting the asset data properly, is perment a deliberate strategy for personal property reporting,
forming correct calculations, and is making reasonable valdocumentation, and tax estimating.
uation judgments. Errors start with reporting, but even
Businesses disregard personal property taxes for many
when the assessor's office gets accurate reports, it still can
make mechanical, valuation, or illegal assessment errors. All
reasons:
these errors generate a very material overpayment in prop1. Filers consider personal property taxes immaterial comerty taxes, especially when compounded over several years.
pared with other expenses or income taxes,
The other bad news is that unless it is obvious the assessor
2. Filers are afraid of attracting attention in case of undermade a "gross error," usually it is not possible to go back
reporting,
and recover overassessed and paid property taxes.
3. Many filers do not understand the assessment process or
All but six states have some form of personal property tax
methods,
on business assets. Tax rates vary from state to state and of4. Too many filers assume that challenging assessed values,
ten between taxing jurisdictions within each state. Specific
whether before reporting or via assessment appeals, gendefinitions of personal property also vary from state to state.
erally is ineffective and prohibitively expensive.
It is important to know the differences between jurisdictions.
Specifically, it is important to understand the categories apBusinesses that justify not addressing personal property
plied to personal property, also, what items are and are not
MANAGEMENT ACCOUNTING /DECEMBER 1991
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included and what special treatment is allowed under state
statute.
Most taxing jurisdictions in the United States assess personal property as of January 1 each year, meaning reports are usually due in the first quarter. Tax bills, on the other hand, generally come out in the last quarter. When taxpayers "react' to
their tax bill in November, the boat has long since left the shore.
With reports being filed in the first quarter and any appeal window soon following, once the bills are out the only thing left is
to start making preparations for the next tax year.
ASSESSMENTMETNODS
nother variable between taxing jurisdictions is how
they determine assessed values. The two most common methods are the market approach (market value) and the replacement cost approach, which is replacement cost new less depreciation ( RCNL)). Statutory
assessment ratios are a third variable that refers to what percentage of assessed value will be taxed. In Oregon, California, Washington, and many other states the ratio is 100% of
assessed value. Personal property tax is based on the assessed value of the personal property multiplied by the millage rate of the taxing jurisdiction.
Knowing how the assessor generates your total assessment is important If you cannot at least generally predict

PROPERTY
"the system used for recording and reporting personal prop erty may be as simple as custom - designed files using spread sheet or database programs. For purposes of estimating assessed value and subsequent tax liability, the procedure
becomes more complex. In Oregon, where all assets are broken down into specific categories with predefined factor tables, I use a Lotus 1 -2 -3 spreadsheet to record, track, and
report assets as well as calculate anticipated property tax.
Database software, including some fixed asset management
systems, may facilitate the type of tracking required for
property tax purposes. Most, however, probably will not facilitate property tax estimating because they would require
an operator to interpret and input all applicable valuation tables--a cumbersome process if several jurisdictions are involved.
To my knowledge, TAX -TRAX is the only software designed specifically for property tax valuation and reporting
purposes, with built -in valuation tables. It is essentially database software for tracking of real and personal property,
generating personal property reports, and producing management reports of estimated assessments and tax liability.
TAX TRAX incorporates annually updated valuation tables
by industry, region, and type of asset in order to produce replacement cost new less depreciation figures on all personal
property. It also allows you to customize and modify depreciation schedules for specific classes of assets, as well as to
make other asset, company, or industry - specific modifications to the reporting and assessment process.
It is possible to download asset information from other
software directly into TAX- TRAX —it could be considered an
add -on to fixed asset management software. It also produces
personal property reports (renditions) acceptable in most
U.S. taxing jurisdictions. For more information about TAX TRAX contact Tax Management Group, 4845 Ronson Court,
San Diego, CA 92111; (619) 560 -6101.
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what the final assessment should be, based on the parameters being used by the assessor, it will be hard for you to
judge the fairness of your assessment. Preparing your own
estimate will give you the measuring tool to evaluate the assessment notice that your taxing jurisdiction sends you.
Property tax report illustrations in this article were generated by TAX -TRAX database software. TAX -TRAX generates property tax "renditions," also known as reports, filings,
or tax returns. It produces replacement cost new less depreciation schedules for taxing jurisdictions all over the country. It is updated annually with valuation statistics by industry, region, and type of asset, from figures provided by a
national valuation service. If the taxing jurisdiction uses
RCNLD for assessing vaaue, the management report will
generate the estimated assessment and an estimated tax
based on the millage rate anticipated.
The time to pursue any material discrepancies, to challenge errors, or to follow through with an appeal is when the
notice of assessment is received. By the time the tax bill
comes out it is usually too late to file an appeal or get an
amendment. In jurisdictions with preset factoring schedules, TAX -TRAX produces specially defined summaries of
assets by classification and year of purchase. Simple math
then will reflect what the assessed value should be. If the
assessment notice is materially close there probably is no
reason to pursue adjustments through the appeal process.
As with real property, personal property is assessed on
what is referred to as a mass assessment system, meaning
overgeneralization, compromise, and averaging of values.
The mass assessment system is a good reason for businesses to pay closer attention to see that assets are valued consistently within their industry and geographic area and according to any special considerations that are applicable.
AUDITING PERSONAL PROPERTY REPORTING
efore businesses prepare their personal property return, they need to audit their process for reporting. If
a quick physical sample of personal property reveals
errors in prior reporting, a complete physical inventory may
be needed to establish a starting point.
It is not necessary to wait for the next notice of assessment to start a review of personal property. Using the last
year's tax bill and the total assessed valuation as a starting
point, you can get a feel for how close last year's assessment
was to correct. From there you have a starting place for making current year corrections and adjustments and determining if any informal or formal appeal may be in order in the
upcoming tax year.
When you are preparing to audit personal property for return preparation, consider the following questions:
1. Who is preparing your personal property returns?

Personal property returns usually do not get as much attention as income tax returns, even though property taxes
are paid whether a business has profits or not I have found
that many CPAs do personal property returns only as a courtesy for clients and that they find them an inconvenience because they come due in most jurisdictions during the traditional tax season. Many CPAs say their clients usually
prepare their own returns. Corporate accounting offices often handle reports of multijurisdiction locations, falling prey
to overgeneralization and unfamiliarity with locally specific
assets, markets, or tax laws. By not paying attention to the
differences in reporting requirements, assessment criteria,
or rates from jurisdiction to jurisdiction, companies can perMANAGEMENT ACCOUNTING /DECEMBER 1991

petuate errors from year to year. Just filing a copy of a book
depreciation schedule is a mistake. Personal property tax
valuation of assets is different from that used for book and
tax purposes. It is also important that whoever prepares the
returns be familiar with the valuation policies of the taxing
jurisdiction. If assets are reported that should not be, you
cannot depend on the assessor to remove them.

Part of the process of having an opinion of value is having
a personal property reporting system that actually allows
you to predetermine what the assessed values should be
when property is correctly classified, aged, and reported according to the requirements of the proper taxing jurisdiction. I use TAX -TRAX to produce a management report that
estimates total valuation and tax liability (see Table 1).

2. K%at is your opinion of value?

3. Do you maintain a separate set of books on assets for prop-

Note that assessed values are all an "opinion" of value,
and where there is an opinion, there is opportunity for a difference of opinion. Regardless of the factoring schedules for
depreciation, methods of assessment, or industry standards,
the owner still can make a weighty contribution to the valuation process. A CPA aptly illustrated this fact by comparing the depreciated value of her office furniture, which
would last a good 30 years and still be in good shape, to the
value of a client's furniture. The client, a fertilizer plant, absolutely destroyed office equipment in the plant in a short
time. This example presents a valid argument why furniture
from these two different locations should be assessed differently. The business owner should be best suited to determine what industry standards are and to make more precise
observations regarding the unique depreciation circurr
stances that may exist for specialty equipment. If not there
are resources - valuation services, trade publications, and
even auction sales -that can provide industry- specific true
market values of equipment

erty tax purposes?

A separate set of books refers to the treatment of all assets that classifies them in terms of their personal property
tax status. It is not a book or tax depreciation schedule. Depreciation schedules applied to property for property tax
purposes are very different from those generally used for
book or tax purposes. One example would be an Oregon
business that capitalizes its software, showing it on the asset
list In Oregon, software is not assessed for personal property tax, so this taxpayer is overassessed. Another problem
would be Section 179-expensed property that did not show
up on depreciation schedules but that should have been reported for property tax purposes.
Don't expect the assessor's office to do all the classifying,
interpretation, and translating of your personal property information. Although the report may say you can submit depreciation schedules for yourlisting of assets, they are inappropriate. Such schedules would not include all reportable
items and most likely would include items that should not
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PTR -US Management Report 1992
Extension Detail
Personal Property
Depreciation table ptrdep.tab
Depreciation table = 'DEPTAB' Straight Line
Cost Index table 'BAM' Banking

11/01/91
999 CA ORAN 999 -6001

10:59:36
CSW

=

=

Example Client

02/92

Est
Life Age
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S

SUPPLIES

1

1

Cost

Good

Index
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RCN

RCNLD

2,000

0.1

1.000

2,000

2

2,000

2

1,700
3,900
6,278

1,530
3,510
3,139

11,878

8,179

1,500
2,847
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1,313
2,136
1,940
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18,686

5,240
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3,728
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1,491
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5,200

5,476
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%

Date
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2,000
02/92
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Al
1
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M &E
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1
1
5
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01/90
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- -/85

A2
2
2
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Office Furn. /Equip,
Office Furniture

8
8
8
8

1
2
7
7
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11/90
11/90
10/89
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5
5
5
5
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5
Laser Printer #783092
5
Laser Printer #783091
5
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Word Processing Stand
5

2
2
2
2
3

1,700
3,900
5,400

90.0
90.0
50.0

1.000
1.000
1.163

&

11,000
1,500
2,750
13,000
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87.5
75.0
12.5
12.5

1.000
1.035
1.194
1.194
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=
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3,500
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40,0
40.0

1.085
1.035
1.035
1.065
1,065
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be reported. Also, you increase the opportunity for error by
having someone unfamiliar with your industry, your firm, or
your assets do the classifying and interpreting. Whether you
use handwritten schedules or computerized asset lists, the
more you do to classify and summarize, the less the opportunity for interpretation errors by the assessor.
4. Are all items reported actually personal property, or are real
property items included as well?

Confusing personal and real property can be costly. Personal property included in the assessed value of real property, such as draperies in a restaurant, will be assessed and
taxed twice if included inadvertently on personal property
lists. On the other hand, treating personal property inappropriately as real property can lead to escalating tax assessments. One problem with this form of misclassification is
that real property typically is appreciating while personal
property depreciates. If personal property items are included in real property values, the result will be appreciating assessed values rather than depreciating assessed values on
those items. Industrial or manufacturing facilities need to
pay particular attention to this real /personal distinction.
5. Are you reporting all personal and /or investment property
converted to business use?

If an employee or owner brings personal furniture, decorations, equipment, or other typical personal property into
a business location, it has been converted to business personal property. When an employer rents or leases equipment such as a personal computer from an employee, it is
important that both agree upon who is responsible for personal property tax reporting and liability. There is a good
chance an employee renting out his PC is not filing personal
property tax returns. By default the business most likely will
be the party assessed in an audit for business use of "personal property."
Another area often overlooked deals with investment
property such as works of art. These types of investments
could be considered business personal property and could
be assessed at market value. In this instance, as the investment property appreciates, so does its assessed value and
the property tax assessment. Decisions to invest in these
types of properties should take into consideration the personal property tax impact. The difference between paying
annual property tax payments and receiving even passbook
interest income could change the financial viability of such
an investment.
6. How are you reporting rented or leased equipment?

Leased or rented equipment is another area that needs
to be documented appropriately. Typical lease agreements
usually, but not always, will indicate who pays personal property tax, particularly for capital leases. The error runs both
directions. Not reporting assets leased on a depreciation
schedule leads to underreporting, but listing all leased
equipment may lead to overassessment if some of the tax
liability falls elsewhere. In this area, the proactive approach
includes considering the personal property tax consequence
when leasing equipment. Up -front planning should include
the type and duration of use and whether additional depreciation is appropriate. It is also important to be aware of
which jurisdiction leased assets are in. If a business has several pieces of equipment leased out, several different tax
rates may apply.

Timber - related industries are being affected by environmental controversy, so that the true market value of their equipment has declined. Here, a worker cuts railroad ties in Texas.

economic, or physical obsolescence factors?
The value of personal property is affected by economic
factors far more encompassing than is apparent from the assessor's mass assessment factoring table. For instance,
high -tech medical equipment is a prime area for overassessment. Equipment that 10 years ago cost $250,000 still could
be assessed at $87,500, in spite of the fact that new technology has produced equipment costing only $75,000 new. The
new equipment far outperforms the outdated equipment,
representing a significant difference in value as well. Making
an appropriate adjustment to market value would take into
consideration the price and value of replacement technology. In other instances, equipment becomes so technologically obsolete it is hard to assign any value to it You cannot
expect a clerk at the assessor's office to make those types
of discriminating decisions about your equipment, firm, or
industry.
Other economic factors would include geographic and
demographic changes, natural disasters, and market variances. Many businesses face economic obsolescence as
their market segment changes, moves away, or disappears.
8. Have all additions, deletions, transfers, reclassifications,
and specially assessed items been reported correctly?

An important element of the proactive process is being
sure that all changes and updates are reported correctly. It
is obvious that additions and deletions need to be recorded
in a timely manner. Transfers are purchases of used equipment, which are transferred into the books at prior depreciation rates. Reclassifications represent assets whose function, purpose, or use changes, qualifying them for different
or special treatment. Reclassifications would include items
that should be treated separately and allotted additional depreciation for any number of reasons. For multijurisdiction
taxpayers, it is important to transfer assets appropriately between jurisdictions when moving plants and /or equipment.
Paying taxes on the same item in two counties is twice the
pain.
Another issue would be property being used more than
one shift per day. This type of equipment should have its
own schedule of depreciation, reflecting the additional use.
The separate set of books should provide a business with
an up-to -date listing of personal property including all additions, deletions, transfers, or reclassifications. I recommend
separate schedules for items requiring special treatment
such as additional depreciation for multiple shift use.

7. Are you entitled to additional depreciation due to market,
40
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9. If used assets are purchased, are they assessed from original
purchase date or your purchase date?
One area to watch closely is the purchase of used assets,
referred to as transfers. Unless purchased at an appreciated
value, these assets should maintain the same depreciation
schedule as they had in the hands of the original owner. If
you are being assessed on the same schedule as for new
equipment, which in reality has a longer life, you potentially
are being overassessed. It is easier to monitor this type of
asset if separate schedules are maintained for used equipment purchases under each category or classification.
10.Do some of your assets qualify to be reported at scrap or salvage value?
Many businesses have personal property that is not being
used or producing income or that is being saved for future
value. These items are still on the back lot and the asset list,
however. The first step is to consider disposing of such assets. Sell or donate them or try to reduce the tax penalty if
it is necessary to keep them. Consider allocating such items
at scrap or salvage value, treatment that is acceptable according to the assessor provided it is justified. just because
it would cost more to dispose of an item than it is worth is
no reason to continue paying property taxes on it
11. Are all items properly classified and aged correctly?
Because of the varying depreciation schedules applied to different types or classes of assets, it is important to make sure
items are classified correctly. In Oregon, for example, the same
depreciation schedule applied to computers also is applied to
other electronic and high -tech equipment such as fax machines.
Even phone systems have their own category. Being aware of
these separate classifications is important to ensuring the assessor can easily determine the class or category from asset reports
provided. When you submit a list of assets to the assessor, it
is critical you provide some clue as to the items on the list A
clerk at the assessor's office may not be able to determine
whether some vague description is a piece of manufacturing
equipment, high -tech electronic equipment, or a form of supply.
Do not ever assume someone else knows what you know about
your assets.
12. Does your estimated assessment agree with thatfrom the assessor?
If you do not have at least an estimate or opinion of assessed value for your assets, you will not be able to determine if the assessor's assessment is materially close or reasonable. I recommend that part of the property tax return
preparation procedure include producing an estimate of total assessed value and an estimate of total tax liability. This
information is vital for determining whether assessed values
are correct or reasonable.
13.Have you appealed any differences of opinion, informally or
formally?
Contrary to what many managers may think, it is possible
to get adjustments from the assessor's office without filing
a formal appeal. Depending on the type of error and its
source, corrections sometimes can be made if you submit
written documentation and explanation, along with your
opinion of value on assets. An informal meeting with the assessor and a discussion of the information or errors can facilitate corrections as well. Any communication with the assessor prior to formal appeal is preferable because of the
quick response and results. If corrections are on the reporting side, consider filing an amended report if time allows.
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VALUATIONRESOURCES
You can determine the value of your personal property using
both formal and informal resources, ranging from classified
ads and industrial trade publications to professional appraisals and use of valuation services. Two available cost manuals
are listed below. In addition, you can contact your local taxing jurisdiction and /or state department of revenue to request current costing information. In Oregon, the depart
ment of revenue performs its own research into market
values of personal property and develops its factoring tables
based on that information.
Marshall Valuation Service

Marshall & Swift Publication Co.
1617 Beverly Blvd.
P.O. Box 26307
Los Angeles, CA 90026
Boeckh General Estimate Manual

E.H. Boeckh Co., a division of
American Appraisal Associates, Inc.
P.O. Box 664
Milwaukee, WI 53201
If the differences of opinion cannot be agreed upon informally, or if it is too late in the tax calendar for the assessor
to make corrections except through the appeal process, then
it's time for a formal appeal. In most jurisdictions the window
in time within which a formal appeal must be filed is relatively short— usually 30 days. These appeals typically are
heard first before some form of equalization board. Losing
before such a board is not death to the appeal, however. It
very well may be that the level of expertise and added attention of the assessor's office at a higher appeal level is
what you will need to secure your reduction. If, in fact, the
corrections represent significant errors on the part of the
taxing jurisdiction, you may be entitled to a refund on overpayment of taxes in prior years as well as a reduction of the
current assessment

AUDITEXAMPLES
n Oregon firm for several years had been filing "same
as last year" reports —it reported only new purchases
and any deletions, so that the assessor was making
each year's assessment on prior asset lists, and prior mistakes. The company filed its March 3, 1990, report as usual.
A week later I submitted an amended return. Reporting essentially the same information but in a different form
dropped the 1990 assessed value from $55,040 to $35,160,
which meant a tax savings of $625.59 for 1990.
In March 1990 a CPA firm prepared the personal property
tax return (rendition) of a small printing company. The CPA
attached a list of assets totalling $188,000 in original purchase values. Typical of many taxpayers, the business did
nothing when it received its notice of valuation from the
county in spring 1990 but reacted when it received the tax
bill five months later. Its assessed value had jumped from
$40,900 to $109,900 in one year, even though additions were
less than $20,000 for the year.
I received a call from the CPA asking what could be done
about the assessment A quick review of the report, audit of
the asset list, and preparation of a new report revealed:
1. The CPA had reported assets not reported before by the
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TABLE 2/SAMPLE AUDIT CORRECTIONS
Description
of Asset
Computer stuff
Air conditioner
Autocad
Apple II computer

1/89
11/86

Modem software
Dig, space pap

12/71
6/70
6189
7/77
8/88

Gas furnace
Typewriter
Computer printer
Word proc. equip.
Computer /printer
&

&

7/85
8188

8/86
6/84
5/73
6/87

Archive furniture
Typewriter /stand
Video equipment
Logging equip.

8/83

Leasehold
improvements

1990
Original Assessed Corrected
Tax
Value Assessment Savings Comments
Price
200
150
0
4.73
Vague description (actually supplies).
Installed into wall, became part
5,000
1,500
47.34
0
of real property,
Software not subject.
2,500
250
7.89
0
800
Purchased used, continue original
400
80
10.10
depreciation.
Separate software from modem.
506
380
150
7.26
Classified with Turn. office equip.
4,395
2,637
879
27.74
when high tech.
Real
property improvement.
6,550
1,965
62.02
0
3.31
Delete— disposed of some years ago.
350
105
0
Used three shifts /day addn'I deprec.
4,500
142.02
9,000
6,750
Classified incorrectly as office equip,
8,500
2,550
850
53.65
Out of lease, lessee responsible for
78.90
5,000
2,500
0
property tax.
Separate situs address than office.
1,200
22.72
720
0
Converted to personal use.
800
360
11.36
0
Obsolete, valued for parts only,
8,000
2,400
400
63.12
File in taxing jurisdiction for rural
25,000
17,500
9,950
238.28
location not office location, also
addn'I deprec. report at market value.
&

Date of
Purchase
10/89
8 /80

24,600

9,840

client, probably because the client had not been reporting
fully depreciated (for income tax purposes) assets on prior returns.
2. The asset descriptions were so vague it was impossible
to determine correct classification of all the assets without an interview with the owner. (Me assessor's office
does not take time to do this type of interviewing.) The
default in this instance represented an overassessment of
5% per year on manufacturing equipment, which represented the bulk of the asset inventory. Being overassessed by even 5% adds up over time.
3. Two purchases included on the list, an air conditioner and
a gas furnace, are real property items that should have
been considered part of the real property value of the
building, which the company owns. This error alone represented an estimated overpayment in taxes of more than
$2,900 over the last 10 years.
4. Computer software was included on the report, even
though it is not subject to personal property tax in this
jurisdiction, causing overtaxation in each of the last five
years. Also listed as assets were purchases of "computer
stuff," which turned out to be supplies.
5. High -tech equipment had not been labeled appropriately
to allow it to be categorized in the higher depreciation
schedules, resulting in assessments 200% higher than
necessary on several pieces of equipment for several
years.
6. Apparently even allowing for the above adjustments, the
assessor's office made either classification or mathematical errors, most probably a combination of the two.
Table 2 recaps some of these audit corrections and demonstrates the tax savings associated with the corrections.
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0

310.55

Remove from asset list, value
reflected in real property values,

Unfortunately, it was too late for the printing company to appeal for 1990. It probably would not be wise to draw attention
to prior underreporting anyway —doing so might generate
penalties and interest expense in excess of the actual tax assessments. The business will have to wait until the next report is due to be sure that assets are reported correctly.

TAKINGITTOTHEBOTTOM LINE
ersonal property taxes provide a genuine opportunity
for cost control measures for any size business. Taking
the proactive approach to cutting personal property
taxes does not mean you have to do the same level of audit,
report preparation, or appeal work every year. A database
program such as TAX -TRAX will generate a good presentation of the asset information year to year, highlight the additions, transfers, deletions, or retirements, and also provide
documentation for any special schedules. One key to property tax reduction is to leave as little as possible for the assessor to interpret. No matter how immaterial a difference
of opinion over value may seem, compounded over time it
still represents unnecessary expense. Personal property taxes do indeed play a part in the bottom line.
■
Lorena Young is director off:nance and marketing of CE/Western Engineering, Inc., and also has her own property tax consulting business. She is a past president of the Eugene/Springfield Chapter, through which this article was submitted.
Questions may be addressed to her attention at CE /Western
Engineering, Inc., 2645 Willamette St., Eugene, OR 97405,
or by calling (503) 342 -3656.
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modestly for the employee's transgressions. The Sentencing Commission's
proposals promised to change all that.
The guidelines tempered judicial discretion with a severe and mandatory
fine schedule and foretold a future
where multimillion dollar fines could
be a reality for any company.
Well, the future is now: On November 1 the guidelines became law.' The
Sentencing Commission predicts they
will apply to as many as 81% of all organizations that are convicted 2 Most
federal crimes are covered by the
guidelines, including fraud and antitrust offenses, to which most corpora tions'are exposed. The fines can reach
$290 million or more under certain circumstances.
WHYMANAGERSSHOULDBE
CONCERNED

CORPORATE
CRIME
Howfirms canprotect themselves from
potential huge liabilities.

BYJEFFREYM.KAPLANAND
WILLIAMK.PERRY
his past May the U.S. Sentencing Commission sent to
Congress proposed sentencing guidelines for companies
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convicted of federal crimes. The proposals were attention getting, to say
the least. In the past an otherwise honest and principled business embroiled
in a crime by an errant employee
might expect a judge to exercise discretion and penalize the company only

WHATCANMANAGEMENTDO?
at can be done to protect innocent shareholders, emloyees, and other members
of a corporation's community from the
guidelines' potentially draconian impact? The key lies in a break given to
companies with "an effective program
to prevent and detect violations of
law."' Under the Sentencing Commission's "carrot-and-stick" approach, a
company with an "effective" compliance program in place at the time an
offense occurs may find a multimillion
dollar fine dramatically reduced (and,
as discussed below, may even avoid

W

p

The High Cost of

rimes are not committed only
by the evil. Most employees
who break the law are not criminal masterminds bent on destroying
the social order. They are honest but
vulnerable individuals who become
enmeshed in wrongdoing despite otherwise good intentions. And the nature
of a company's criminal liability for
such offenses is broad indeed. Companies routinely are prosecuted for the
wrongful acts of wayward employees
simply because the employees
thought, rightly or wrongly, that what
they did would benefit the company.
To this add a law enforcement atmosphere increasingly focused on white collar crime, and management that
does not take notice of the new sentencing guidelines may well suffer for
its ignorance. As a spokesman for Polaroid recently stated, "Given the possible sentences under the law, `we'd be
crazy not to review compliance efforts.,",
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prosecution altogether).
In this light it is not surprising that
corporations from telephone companies to consumer products firms are
strengthening their compliance and
ethics programs.' Yet developing a
guidelines -driven program is something into which no corporation should
plunge headlong without reflection.
There are both benefits and risks to
such a program, and one that is poorly
done may yield more problems than
no program at all. Although the advice
of counsel should be sought to address
any company's particular needs, companies can use a few pointers.
NOWTHE GUIDELINES WORK
fine under the guidelines is the
product of a "base fine" and a
"culpability score." The "base
fine" may consist of the greater of a
company's gain, the victim's loss, or a
dollar amount corresponding to an `offense level." The culpability score is
then used to determine the range within which the judge can increase or decrease the base fine. For example, under this structure a single employee
involving a company in a $5 million
fraud could subject the company to a
fine ranging between $5 million and
$10 million where the company has no
particular aggravating circumstances —and that fine would be on top
of court- ordered restitution or civil
judgments brought by victims of the
fraud.6
This is where the "effective program to prevent and detect violations
of law" comes in. If the company had
such a program in place at the time the
fraud occurred, the fine range may be
reduced by 60%, saving $3 million to $6
million in the above example. If the
corporation also cooperated fully and
accepted responsibility for the offense,
the fine range in the above example
could be further reduced to 5% to 20%
of the base fine for a total savings of
$4.75 million to $9 million off the original range.
WHAT IS AN "EFFECTIVE"
PROGRAM?
n "effective" compliance program under the guidelines is no
incidental affair.' To a large extent, the Sentencing Commission's vision of an effective program is based
on the fairly elaborate compliance efforts in place in such heavily regulated
businesses as the defense industry.
While the specific steps required of
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any particular company may not be either as extensive or as expensive,
many corporations will have to upgrade their present programs significantly to qualify.
As a general rule, at least seven
steps are required to conform a prograin to the guidelines:
1. Tailor compliance standards and
procedures to the company's
needs.
2. Make high -level personnel responsible for the program.
3. Take care not to give authority to
those who may have a propensity
for illegal conduct.
4. Effectively communicate compliance standards and procedures to
all employees and other agents.
5. Take reasonable steps to achieve
compliance instead of just articulating what compliance is.
6. Enforce compliance standards consistently.
7. If an offense occurs, take steps to
avoid its recurrence, including any
necessary revisions to the compliance program.'
In many cases, the program should
touch more than just company employees. Other "agents" connected to the
company — independent representatives, consultants, brokers, and the
like —are in a position to bind the company to their misdeeds. Under the
guidelines, the company should bring
them into the compliance loop, at least
by communicating company policies
and putting in place a monitoring system to detect or prevent wrongdoing
involving the company.
DEVELOPING AN "EFFECTIVE"
PROGRAM
iie touchstone of an "effective"
program is its results- oriented
practical effectiveness. A company cannot simply develop standards
of business conduct. An "effective"
program drives home to all employees
the message behind those standards
through a variety of means. Compliance auditors are on the lookout for
criminal conduct, and errant employees are disciplined appropriately. In
short, management must pursue compliance with the same vigor it devotes
to other aspects of its business.
Reviewing a company's prior history is a critical first step in developing
an "effective" program. A company
may receive warning signs from a variety of sources — today's customer

T

complaint may be tomorrow's criminal
investigation —but certainly one can
start with records of recent litigation
and other disputes. Management also
should draw upon the recollections
and concerns of key personnel to identify issues that were never brought formally to the company's attention.
A guidelines -driven program must
consider the particular risks of unlawful activity a company faces because of
the nature of its business. Revisiting
laws and regulations applicable to the
company is in order here. Reviewing
the experience of the company's competitors may shed light on the particular types of offenses to which the line
of business is exposed. Such a review
could be based upon general news reports, reports in relevant trade publications, recollections of key personnel
and records of lawsuits involving competitors.
The results of the above assessment should be considered in light of
the guidelines' specific minimum requirements for an "effective" program.
Given the emphasis on practical effectiveness, the following actions may be
taken:
1. Prepare codes of conduct and educational materials that specifically ad-

dress the types of criminal conduct
likely to occur in the company's business. It is not enough to decree generally that "the company's employees shall not violate the laws."
Employees often rationalize criminal conduct by claiming they were
operating in a "gray area." Specific,
clear -cut warnings of the conduct to
be avoided mark the type of "effective" compliance program contemplated by the guidelines.
2. Designate high -level personnel to
oversee compliance. The guidelines

consider directors, executive officers, major business unit managers, and those with a substantial
ownership interest to be "high level
personnel." As a practical matter
the CEO always should have some
involvement. Responsibility also
should reside in a committee of
board members or high -level personnel reporting directly to the
board. This will help overcome inertia in the lower ranks and counter
the reluctance some may have to
embrace what may be seen as just
another administrative burden that
does not contribute to the bottom
line.
High -level involvement is important for a more fundamental reason:
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Under the guidelines no credit is
given for a compliance program if a
high -level individual participated in,
condoned, or was willfully ignorant
of an offenses Thus, while a compliance program may be considered
"effective" despite a failure to prevent or detect a crime by lower -level
employees, it nevertheless must deter high -level personnel completely
if any credit is to be obtained.
3. Develop ethics training materials,
and establish training program. Em-

ployees should certify in writing
that they have read and understood
the company's code of conduct, and
management should ensure that all
employees, in fact, sign the certifications. (The failure of even one to
do so could hurt the company.)
This may not be enough, however,
to drive the message home. Distributing "plain English" materials (also certified by the employees) that
explain clearly what is required will
help. Small, interactive training sessions will have an even greater impact on those who someday may be
called upon to apply the lessons
learned to a sticky ethical or legal
situation.
4. Establish auditing and monitoring
systems to detect criminal conduct.

Routine audit procedures may not
qualify if they do not target the
types of offenses likely to occur. For
example, under the guidelines companies with sales personnel who
can set prices should have procedures designed to catch price fixing. If the sales personnel have flexibility in describing a product to
customers, procedures should be in
place to detect fraud.10
5. Encourage reporting of criminal con-

A company with an
`effective' compliance
program in place
can reducefines.
discipline? Will the disciplinary
records convince a cynical prosecutor that the company was serious
about compliance?
The guidelines recognize that "the
degree of formality of a program" will
"wary with the size of the organization."" Thus, it is possible a smaller
company would not be faulted for lacking an ombudsman or for using training materials that lack the multimedia
bells - and - whistles impact of a state -ofthe -art, sophisticated program. (Smaller companies might work with trade
associations). On the other hand, a
company with significant resources
and thousands of employees may be
expected to devote more effort to ensure that all of its employees know that
departures from the law will not be tolerated.
Whatever the specifics may be, a
company should prepare and maintain
a full record ofthe steps taken to develop
orstrengthen the program. This will be

particularly important should the company ever need to demonstrate the sincerity of its efforts. Such a record may
help even if the company's program
falls short of an "effective" program:
The guidelines authorize judges to
choose the lower end of a range of
fines if a company at least partially satisfies the program requirements.'2

duct without fear ofretribution. This

may be accomplished by appointing
an ombudsman, or a hot line might
be established. Even less formal
means, such as a mechanism to report to company counsel, may have
some utility. The key in any method
used is consistency, confidentiality,
anonymity if possible, and clear assurances against retribution merely
for reporting an offense. The existence of the reporting mechanism
must be made known throughout
the corporation.
6. Enforce discipline in a clear -cut and
consistent manner. Are those who
violate the company's policies actually disciplined? Has discipline
been imposed in an even -handed
manner? Are employees sufficiently
aware of the possibility and types of
MANAGEMENT ACCOUNTING /DECEMBER 1991

BENEFITSTOREAP
he first and most important benefit of an "effective" compliance
program has nothing to do with
fine reduction: crime prevention is the
holy grail of any program. Employees
who fully understand a company's
commitment to achieve total compliance with the laws will, on average, be
less likely to engage in an artful dodge
around those laws when temptation
lurks. They will less likely believe that
"this is what management really wants
me to do." Of course, quantifying
crime prevention is akin to proving a
negative, and a company may never
know how much it has saved in fines,
restitution, costs of civil litigation, loss
of customer confidence and shattered

T

employee moral. Clearly the gains
should be there if the program is, in
fact, "effective."
Second, a strong compliance program may avoid prosecution of the
company altogether even if an employee does commit an offense. There is a
small but growing recognition among
federal prosecutors that the good
deeds of many —as evidenced by a
compliance program —can be as significant as the misdeeds of a few in deciding whether to prosecute the company along with an individual. For
example, this past April New Jersey
U.S. Attorney Michael Chertoff suggested he would weigh a corporation's
compliance efforts in deciding whether to criminally charge a company for
an offense committed by its employees.' S In July the assistant attorney
general for environmental and natural
resources distributed a memorandum
to all U.S. attorneys stating that compliance programs—even those postdating the offense in question —could
be considered in criminal charging decisions.'I Clearly a company's compliance efforts must be vigorous to receive such consideration from a
prosecutor.
Third, if a company with an "effecfive" program is prosecuted for an offense, reduction of potentially enormous mandatory fines comes into
play. In one sense, the value of this
benefit partly depends on the particular business: A heavily regulated government contractor or financial services firm may be exposed more
frequently to the risk of crime than a
less regulated business. But even a
lightly regulated business may find a
guidelines -driven program advantageous because a fine under the guidelines for even one criminal violation
can far exceed the costs of compliance
if the violation is sufficiently serious.
Fourth, a solid program may help
establish the good faith of a company's
board of directors and its top management. In an era when prosecutors
seem particularly desirous of bringing
cases against high - ranking executives,
this factor may have obvious benefits
in criminal or regulatory investigations
(and may help in defending directors
and officers in post- conviction shareholder suits).
Fifth, although the guidelines do
not directly apply to certain offenses
(such as environmental crimes), their
breadth is expected to expand in the
future. And even without such expansion, adherence to a guideline- oriented program may help the company obqb

tain reduced fines for offenses outside
the guidelines (with environmental offenses in particular being capable of
resulting in very large fines). The
same may prove true for fines by administrative agencies for regulatory violations.
Sixth, beyond the criminal and administrative arenas, a company with a
strong compliance program may find
more favorable treatment in civil lawsuits. A program setting clear boundaries that must not be crossed may
provide ammunition to argue that a
particular employee's acts were outside the scope of employment. A claim
of employee discrimination may be offset by a program that demonstrates
sincere efforts to avoid discrimination.
It may help in avoiding punitive damages in a variety of areas.
Finally, the benefits of a strong
compliance program may transcend
simply limiting criminal and civil liability. A program may reinforce the company's image as a model citizen, one
which has taken significant steps to encourage compliance with the laws.
Such an image could provide intangible benefits for the goodwill a company has with its customers and with the
public -at- large. (Compare the corporate image of a Johnson & Johnson
with that of companies which have
been the subject of highly publicized
scandals.)
In considering all of the above,
management should be aware that
waiting for a crime to occur before
strengthening a compliance program
may be too late. The guidelines provide for "probation" for corporations,
which can include putting an "effective" compliance program in place. If
such a program is forced on an unwilling company by court order and another offense occurs, the guidelines authorize judges to increase the
culpability score for that offense to offset the decrease otherwise allowed for
an "effective" program.'
PITFALLS TO MINIMIZE
s with most endeavors, a compliance effort has risks as well
as benefits. Indeed, an ill -considered, poorly managed, or neglected
program can do more harm than good.
For example, what happens if a
company reviewing and revising its
program uncovers previously unknown violations? Such problems cannot be swept back under the rug. In undertaking a compliance effort, the
company should be prepared to con46

front hidden violations as promptly
and as candidly as if its "effective" compliance program were in place.
Perhaps more surprising is the ease
with which a company's program
could be used against the company in
litigation. Few lawyers suing a company on behalf of a client will forget to demand production of documents that
may reveal problems. Some may use
corporate codes as a basis for a negligence claim if an employee departed
from the standards. Wrongful discharge may be based on activity inconsistent with a company policy, and
compliance documents will be all the
more harmful if they contain overstated dire warnings of misconduct and
charts that dramatically label who is
complying with the company's policies
and who is not."
These risks cannot be eliminated,
but steps can be taken to reduce them.
Review of the company's program
should be authorized by senior management and conducted under the direction of counsel for the purpose of
obtaining legal advice. Any program
revision should be implemented and
ongoing compliance reviews conducted under the direction and control of
counsel as well. These steps may permit the company to assert legal privileges against disclosure of confidential
communications regarding the program. Also, document preparation and
maintenance should be strictly controlled, with balanced reports written
for the purpose of giving legal advice
and avoiding hyperbole."
Companies that own or operate
through subsidiaries should approach
a "top - down" compliance program with
care. If a parent company develops and
becomes actively involved in its subsidiaries' compliance programs, it runs
some risk of becoming responsible for
a problem at the subsidiary level that
the legal separation between corporate
entities otherwise would prevent.
Some of this risk may be reduced
by the manner in which the compliance program is implemented. Rather
than take a direct, active "top -down"
approach, the corporate parent might
give the subsidiaries a mandate to
strengthen their compliance programs. Then it could make recommendations and set guidelines subsidiaries
could use in designing and implementing individual programs under the supervision of outside counsel and require the subsidiaries to report back
on their progress after a set period of
time. The parent might develop ethics
training materials of a more general

nature to supplement specific materials prepared by the subsidiaries. Of
course, while such an approach may
reduce the risk of parent company responsibility for subsidiary liability, it
risks losing to some degree the ability
to assure that the programs are sufficiently and continuously effective such
that the desired benefits are achieved.
Since the beginning of this century,
companies have been held responsible
for their employees' criminal acts. The
penalties under the new federal sentencing guidelines invest this responsibility with new meaning and threaten
a real impact on the bottom line of any
company caught in the broad net of
criminal law. In this light, managers
who take a hard look at the need for
an "effective" compliance program —
and implement one as needed —will
clearly serve the interest of the company's shareholders and employees. ■
Jeffrey Kaplan is a partner in the New

York office of the law firm Chadbourne
& Parke.
William Perry is an associate at the
same firm. Their telephone number is
(212) 408 -5100.
'United States Sentencing Commission, Federal Sentencing Guidelines Manual,Chapter 8, "Sentencing
of Organizations" ( "USSG").
'Me Bureau of National Affairs, Inc., BNA Washington Insider,April 29, 1991.
'Labor Letter, "Crime Control: Employers soon may
pay more dearly for employee misdeeds," 77ie Wall
Street Journal,Sept. 24, 1991, p.1, col.5.
'USSG § 8C2.5(f).
'Bruce Hager, "what's Behind Business' Sudden
Fervor for Ethics ? ", Newsweek,Sept. 23, 1991, p. 65.
°USSG, § 8C2.4(a)(3), 8C2.5(a), 802.6.
'For a fuller treatment of corporate compliance generally, see Sigler and Murphy, Interactive Corporate
Compliance. An Alternative to Regulatory Compulsion
(Westport, Conn: Greenwood Press 1988). Those interested in the subject may wish to subscribe to 77ee
Corporate Conduct Quarterly,published at Rutgers
University, 401 Cooper Street, Camden, NJ 08102.
"USSG, § 8A1.2, Commentary 3(k).
,Ibid.,§ 8C2.5(0.
§ 8A1.2, Commentary 3(k)Q.
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16
USSG. § 8C4.10.
I
'See Joseph Murphy, "Conducting the Compliance
Audit:18 Hints for Survival," 1 Corporate Conduct
Quarterly,Summer 1991, p. 4 (1991).
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The Changing Use of

Preferred Stock
Is preferred stock useful for the acquisitionofworking capital?
AP /Wide World Photos .
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he 1980s
witnessed
two major
changes in
the market for preferred stock. First, a
number of new types
have been introduced since 1982 including a variety of
adjustable rate, variable rate, and auction rate preferred
stock— accounting
for approximately
20% of all new issues.
Second, there has
been a major shift in
industry participation among firms issuing preferred
stock. Industrials ac" " 1980s, preferred stock has undergone a major change.
counted for 60% and
financials for 30% of
all preferred stock issues during the
the new types of preferred? Second,
period from 1981 through 1987. This
are financial executives in the major instands in sharp contrast to earlier pedustry groups in agreement on the usriods in which the utility industry dom- es of the various types of preferred
inated this market. Such changes in
stock, or do they differ?
the industry mix are in large part attributable to not only the highly active THE SURVEY
merger market but also the regulatory
change in the financial services induso answer these questions, a
try that is unprecedented since the
questionnaire was mailed to the
Great Depression. Evolution of prechief financial officers of a ranferred stock and the changed economdom sample of companies representic climate have altered the role of preing three major industry groups: inferred stock in the last decade.
dustrials, financials, and utilities. Each
Taken together, these changes
industry was represented in the samraise two interesting questions. First,
ple in proportions reflecting its particdo financial executives make similar
ipation in the preferred market during
use of both the new and traditional
the period, 1981 -1987.
types of preferred stock? For example,
Ninety-nine financial executives
if the primary use of traditional prefrom 45 industrial firms, 47 financial inferred is to facilitate mergers and acstitutions, and seven utility firms requisitions, does this also hold true for
sponded to a survey of 200 firms that
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issued preferred
stock between 1981
and 1987. The respondents represented firms which
together made 165
issues of preferred
stock in the amount
of $9.63 billion during this period. The
executives ranked
the potential usefulness of five general
categories of preferred stock (convertible, redeemable /exchangeable,
perpetual, variable
rate, and auction
rate) for each of the
following corporate
purposes:
1. Mergers or acquisitions;
2. Acquisitions of
working capital;
3. Acquisition of
long -term assets;
4. Reduction of short-term debt;
5. Reduction of long -term debt;
6. Repurchase of common stock;
7. Contingent protection against takeover.

THE USES OF NEW VERSUS
TRADITIONAL PREFERRED
he average rankings for all industries combined are reported
in Table 1 for two major categories of preferred stock: (1) traditional
preferred (convertible, redeemable /exchangeable, and perpetual)
and (2) new preferred (variable rate
and auction rate).
Executives reported very little difference in the usefulness of traditional
and new types of preferred stock for
the acquisition of assets or the repurchase of common stock. Differences in
47

__1

the usefulness of traditional and new
types of preferred stock for the purpose of restructuring debt were reported. As might be expected, traditional
preferred stocks are perceived as
much less useful for reducing shortterm debt than the new types of preferred. Consistent with that, traditional
preferred stock was reported as more
useful than new types of preferred for
the reduction of long -term debt

INDUSTRY DIFFERENCES IN
THE USE OF PREFERRED
STOCK

TABLE 1 /AVERAGE RANKINGS OF THE POTENTIAL
USEFULNESS OF PREFERRED STOCK'
Traditional
Preferred Stock
1
4
2
5
3
6
7

Corporate Purpose
Mergers or acquisitions
Acquire working capital
Acquire long -term assets
Reduce short-term debt
Reduce long -term debt
Repurchase common
Takeover protection

New
Preferred Stock
1
4
3
2
5
6
n/a

Legend: 1 - most important; 7 = least important; n/a = not applicable
1Perpetual preferred stock (fixed-dividend) is not included in the responses because it is so

able 2 provides average rankings by category for each of the
major industry groups. A ranking of "1" signifies the most important
use. Because some firms normally
might not issue one or more types of
the preferred stock listed, the alternative selection, "Would not normally iss-

infrequently issued. In a recent study covering 892 issues of preferred stock issued from 1981 to
1987, only 19 issues were perpetual preferred stock.

sue this security," was provided.
Based on a comparison of the percentage of executives who chose to rank
the potential usefulness of a particular

TABLE 2 /AVERAGE RANKINGS OF THE POTENTIAL
USEFULNESS BY MAJOR CATEGORY OF
PREFERRED STOCK'
Traditional Preferred
Corporate Purpose
Convertible Redeemable
Panel A: Industrials
1
1
Mergers or acquisitions
Acquire working capital
4
5
2
Acquire long term assets
2
Reduce short term debt
4
5
Reduce long term debt
3
3
Repurchase common
7
6
Takeover protection
6
7
Panel B: Financial Institutions
1
1
Mergers or acquisitions
4
3
Acquire working capital
2
2
Acquire long term assets
Reduce short term debt
7
5
Reduce long term debt
3
4
Repurchase common
6
5
Takeover protection
6
7
Panel C: Utilities
Mergers or acquisitions
Acquire working capital
Acquire long term assets
Reduce short term debt
Reduce long term debt
Repurchase common
Takeover protection

4
5
2
3
1

5
7

1

4

3

2

5

6

2

1
3
5
n1a

4

6
n1a
1

3

3

4

2
5
4
6
n1a

2
1
5
6
n \a

4
5
1
3
2
6
n1a

5
4
2
1
3
6
n\a

=

most important, 7 least important, n/a anot applicable
=

=

Legend:

1

2
4
1
4
3
7
6

New Preferred
Variable Auction
Rate
Rate

'Perpetual preferred stock (fixed- dividend) is not included in the responses because it is so
infrequently issued: in the aforementioned study, only 19 of the 892 issues of preferred stock were
perpetual.
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type of preferred versus the percentage who normally would issue that
type, the "popularity" of each type of
preferred within each industry can be
inferred. These popularity ratings are
shown in Table 3.
A major difference in the popularity
of the two types of preferred stock also
was evident While 62% of responding
executives normally would issue one
or both types of traditional preferred
stock, only 35% of those same respondents usually would issue one or both
of the new types of preferred stock.
Industrial firm executives seem
most sensitive to the difference between the new and traditional types of
preferred stock. These executives
ranked traditional preferred stocks
(convertible and redeemable) similarly for such corporate purposes as acquisitions of working capital, acquisition of long -term assets, and reduction
of short -term debt. Likewise, the new
types of preferred stock (variable rate
and auction rate) also were ranked
similarly but differently from the rankings of the traditional types of preferred stock. The differing perceptions
of traditional and new preferred stock
are again reflected by the proportions
of executives who normally would consider issuing the various types of preferred stock. Only 12% to 15% of industrial respondents normally would
consider issuing new types of preferred stock, but 56% of those same executives would consider issuing traditional types of preferred stock.

CONFLICTING VIEWS
n contrast, financial institution executives perceive very little difference in potential usefulness between new and traditional types of

I
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preferred stock. Auction rate preferred
stock is the exception. It is viewed as
more useful for reducing short-term
debt and less useful for the merger and
acquisition activities than other types.
Interestingly, financial institution executives found all types of preferred
stock — including auction rate pre ferred—to be about equally useful for
acquiring long -term assets. For the remaining uses, acquisition of working
capital and the reduction of long -term
debt, no clear differences could be detected for different types of preferred
stock.
Utility firm executives ranked all
types of preferred stock — traditional,
variable rate, and auction —as very
useful for acquisition of long -term assets. They differentiated between auction rate and all other types of preferred stock for reduction of shortterm debt. The 29% of respondents
who would issue convertible preferred
stock ranked it much more important
for mergers and acquisitions than other types of preferred stock.
Financial institution and industrial
firm executives reported that the most
common use of all kinds of preferred
stock, except auction rate, was to facilitate merger activities. Interestingly,
none of the industry groups showed a
clear preference for one type of preferred stock over the others for merger activities. Convertibility does not
make a preferred stock more attractive
for mergers and acquisitions than one
without the convertibility option, as
has often been assumed. Similarly, for
executives in these firms, the primary
usefulness of variable rate preferred
stocks is no different from that of the
traditional preferred stock, namely
merger and acquisition activities. In
this regard, the fixed or variable nature of the dividend appears not to be
a factor affecting the usefulness of preferred stock for merger and acquisition activities.
If we view the results of Tables 2
and 3 together, additional observations about industry and preferences
can be made. Based on the percentage
of firms which "would normally issue
this security," convertible preferred
stock is seen to be potentially useful by
the majority of industrial and financial
firms, but only by a minority (29 %) of
the utilities. In spite of these differences in the popularity of convertible
preferred stock, there is substantial
agreement among the three industry
groups on its uses.
In contrast, redeemable preferred
stock has the greatest potential usefulMANAGEMENT ACCOUNTING /DECEMBER 1991

TABLE XPOPULARITY OF THE VARIOUS TYPES OF
PREFERRED STOCK'
Industry

Converttlble

Redeemable

Variable
Rate

Auction
Rate

Industrials
Financials
Utilities

78
53
29

56
44
100

15
55
75

12
35
80

tPercentage of firms In each indus try which would normally co nsider issuing each type of preferred
stock.

The most common
use of preferred stock
was to facilitate
merger activities.
ness for the utilities, followed by the industrials and financials, respectively.
The relative lack of interest in redeemable preferred stock by the financials
may arise from its exclusion from regulatory capital.

DIFFERENT PERSPECTIVE
ariable rate preferred stock is
viewed very differently from either of the traditional preferred
stocks by industrial firm executives
and somewhat differently by utility
firm executives. Financial institution
executives, however, rank variable
rate preferred identically with redeemable preferred stock. Differences in
the popularity of variable rate preferred stock also are evident. While only 15% of industrial executives would
normally issue variable rate, 55% of financial institution executives and 75%
of utility executives would issue that
preferred stock.
There is strong agreement among
the executives of all three industry
groups regarding the potential usefulness of auction rate preferred stock. In
contrast to other types of preferred
stock, auction rate preferred was
ranked most useful for reducing short term debt. This is not surprising, given
its short duration. Similar to the findings for variable rate preferred stock,
the popularity of auction rate preferred
differs by industry group. The majority
of the utilities (80 %), but only a minority of financials (35 %) and industrials
(12 %), indicated that they would normally issue auction rate preferred.
Preferred stock generally is not

viewed as very useful for the acquisition of working capital in any of the industries. Only industrial firm executives ranked one type of preferred
stock, auction rate preferred, as highly
useful for the acquisition of working
capital. Other executives reported all
types of preferred stock less useful for
that purpose.
Preferred stock has become a
much more complex and varied financial instrument. These complexities
lead to questions regarding the very
nature of preferred stock as well as selecting the most appropriate type for
the corporate purpose under consideration. Executives are faced with an increasing number of alternative forms
of preferred stock financing for any
given corporate purpose and must consider an increasing number of issues
before issuing a specific type of preferred stock.
The objective of this study was to
determine for which corporate activities financial executives perceive preferred stock to be useful and whether
executives believe that differences in
the usefulness of different types of preferred stock exist. The results lead us
to conclude that while there are some
clear differences in the perceptions of
financial executives, those differences
do not necessarily correspond to the
assumed relationship between features and use (e.g., convertibility and
use in mergers and acquisitions). ■
Arthur L. Houston, Jr., is associate pro fessoroffinance at San Diego State University.
Carol Olson Houston, CPA, is associate professor of accountancy at San
Diego State University. Both hold Ph.D.
degrees in Business Administration
from the University of Washington (Seattle).
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THEHAYSTACKSYNDROME
Eliyahu M. Goldratt, North River Press,
Inc., Box 309, Croton -on- Hudson, NY
10520,
1990,
262 pp.T h i s i s Elivahu Nt. G o ld ratt
the fourth book
Dr. Goldratt has Sifting
authored or co- Information
authored that fo- Out of
the
cuses on con- Data
structive ways of Ocean
viewing manu- T H E
facturing
pro- HAYS TAC K
cesses. Previous S Y N D R O M E
contributions include The Goal
A Pr oces s of Ongoing Improvement
(with Jeff Cox), The Race (with Robert
E. Fox), and What Is This Thing Called
the Theory of Constraints ?, all published by North River Press.
The Haystack Syndrome is divided
into three parts. The first two examine
the decision process and the structure
of information systems. The theme is
on continuous throughput enhancement (sales in its broadest sense)
while seeking to reduce inventory and
operating expenses. Goldratt is quite
critical of what he refers to as a "cost
world" rather than a "throughput
world" orientation.
In fairness to the relevance of cost
information, it should be pointed out
that the author seems to set up straw
men by implying that certain cost tools
are not relevant, but he does this for
tasks for which the perceptive user
knows they were never intended. This
scenario is analogous to complaining
that pliers are not very useful for driving a nail when the pliers were never
intended for that purpose, as any reasonably informed and skilled user
knows. But the competent user knows
that there probably is a hammer in the
bag of tools that will prove helpful if
used properly. The pliers themselves
may be relevant for some other task.
The final of the three major parts of
the book deals with scheduling in a
50

manufacturing process environment.
Here the concepts and techniques are
perceptive and relevant. The use of
newly created jargon, however, sometimes detracts from the discussion
more than it contributes. Except for
this distraction, the author employs a
personal and colloquial form of expression throughout that. is easy to take.
The book is in harmony with the
timely emphasis on continuous quality
improvement and is of particular importance in directing attention to providing a relevant, decision- making -oriented information system coupled
with attention to effective manufacturing scheduling.
Milton F Usry
Mary Ball WAshington Professor of
Accountancy
University of West Florida
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find comfortable and effective ways of
communicating these emotions within
their work relationships and within
their own "corporate culture," which
would enable businesses to improve
morale and productivity.
The authors primarily examine the
emotions of anger, anxiety, joy, appreciation, and caring. The key to being
"emotionally" effective is to understand and work with personal ways of
dealing with emotions on the job. The
intention, the authors explain, is not
for employees and employers to eliminate "bad" emotions but to find
healthy, productive ways of expressing and dealing with all on-the-job feelings.
The authors do emphasize one of
the most common causes of negative
emotion —the lack of appreciation. It is
an idea that Dale Carnegie has long insisted is a basic human truth. In William James' succinct words, "...the
deepest principle in human nature is
the craving to be appreciated." When
expressions of appreciation consistently are withheld by superiors or coworkers, most employees find it almost as frustrating and stressful as the
lack of more tangible on- the-job resources as time or money. Those managers and bosses who are unable or
unwilling to express appreciation will
find accomplishing their jobs especially difficult. Thus, managers concerned
with motivating employees and raising
worker morale should pay close attention to this situation.
The major drawback of this book is
its absence of concrete, step -by -step
advice. To the authors, there is no
right or wrong style. Individual responses to emotion- producing situations, tempered by the work culture,
are encouraged. If you doubt the effectiveness of the way you express or receive emotions, or even wonder about
your style, Working Up a Storm may
provide you with ideas for reevaluating
and modifying your style. However, be
forewarned. It is more thought- provoking research than the self -help book its
title might lead you to expect.
Jennifer Warf
IMA

HOW

Jeanne M. Plas and Kathleen V. Hoover Dempsey, Ballantine Books, 201 East
50th Street, New York, NY 10022,
1988, 321 pp. —Do employees experience emotions such as anger or joy at
work? Of course they do, but for the
most part, when and how those emotions occur, what they mean to an individual's work relationships and career ambitions, and how productive
(or unproductive) they are to the business environment has remained largely an unexplored area.
Psychologists Plas and Hoover Dempsey have allowed us a view of
these oft - hidden emotions in their interviews with various individuals from
all levels of business about their experiences with on- the -job emotions.
What the authors found were innumerable styles for expressing and responding to work - generated emotions
as well as the pros and cons of each
style. Their aim is to help employees

PROPERTY-LIABILITY
INSURANCEACCOUNTING
ANDFINANCE
Third edition, Terrie E. Troxel and
George E. Bouchie, American Institute
for Property and Casualty Underwriters,
Malvern, PA 19355 -0770, 1990, 300
pp.— Designed to prepare insurance
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professionals for industry certification,
this book offers the general accountant insigh t in to th e rep orting problem s of a sp ecial ind ustry.
Insurers d o no t im m ediately kn o w
their costs becau se claims can b e reported years after policy incep tion.

Loss reserves — estimates of future
claims costs — understandably are
"soft" numbers. Because customers
pay premiums in advance of claims, in-

surance companies can be insolvent
despite holding substantial cash balances. A major issue in insurance regulation is to identify financially distressed underwriters as early as
possible.
This text identifies the peculiar statutory repo rtin g requ irem en ts o f prop erty/casualty in su rance co mp an ies.
Understan din g th ese req u irem en ts

lets the reader get into the mind set of
an insurance regulator, a rather distinct user of accounting information.
The book then illustrates financial
analysis techniques commonly used to
evaluate insurance companies.
Thomas A. King
Progressive Companies

RECESSIONPROOFINGYOUR
BUSINESS:HOW TOSURVIVE
AND THRIVE IN HARD TIMES
National Institute of Business Management, P.O. Box 1499, Alexandria, VA
22313, 1991, (703) 739 -3798, 95
pp. —At the writing of this review, September 14, 1991, the Federal Reserve
Bank announced its decision to lower
the interest rate ( "discount rate') it
charges banks for overnight loans
from 5.5% to 5.0 %. Political analysts
might argue that this was due to timely
pressure by the Republican Party as
Democratic Party members announced their entry into the 1992 Presidential election race. Economic analysts, noting the independence of the
Federal Reserve Bank and the Administration, would point to the failure of
the U.S. economy to show strong
movement out of the recession as the
reason for the lowering of interest
rates.
Under either hypothesis, if the U.S.
economy lingers a bit longer in the recession that began in 1990, the February 1991 publication, Recession Proofing Your Business, will be timely reading. This publication was researched
and released by the Virginia -based National Institute of Business Management, Inc.
The publication is divided into two
main sections. The first deals with
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"troubled companies" that are struggling to survive the recession, and the
second deals with "strong companies"
that are well positioned to come out of
the recession with more market share
than they had going onto it. Each section considers four broad categories
(finance, operations and administration, marketing, and strategic tactics /planning) in a fashion that is neither too general nor too detailed.
A key theme throughout is that, in
order to ensure survival, companies
need to focus attention on maintaining
"positive cash flow." Several techniques are discussed that will help
companies increase the time they hold
onto cash, such as: shorter billing periods for trade receivables, the use of
lock boxes, offering discounts on trade
receivables, reevaluation of credit approval policies, insistence on COD
(cash on delivery), evaluation of acceptance or rejection of discounts on trade
payables, out-of -state checks, zero balance accounts, renegotiated vendor
prices, and just -in -time or MRP (Materials Requiring Planning) inventory
control systems.
Troubled Companies, Among the
strongest bits of advice given to businesses struggling for survival during
recessionary times is to make thorough analysis of the customer base, inventory product lines, and sales pricing decisions. One should consider the
popular "80/20" rule which says that
80% of your sales come from 20% of
your product line. Consideration, then,
should be given to dropping customers and inventory items that do not
provide a positive contribution either
to coverage of fixed costs or to profit
margins. An added benefit of a reduced inventory product line is easier
achievement of inventory turnover requirements, a popular covenant used
by creditors as a measure of financial
efficiency.
Because many "troubled companies" are on the verge of going bankrupt, this reading gives some good advice. Debtors should use stern and
frank negotiation that may be rewarding for both themselves and their creditors. For instance, a company can offer its creditors COD trade terms in
exchange for a reduced payment
schedule on trade payables. This is
good for debtors because they will not
have to operate under formal oversight
of a creditors' committee, and good for
creditors because they will enjoy continued business with the debtor while
receiving payments that may approximate or, in many instances, exceed the

payments expected should the debtor
file for bankruptcy protection.
Strong Companies. "Strong companies" are offered the same type of advice as "troubled companies." Namely,
during a recession, they should make
a thorough analyses of their customer
base, inventory product lines, and
sales pricing decisions. While these
steps may not be needed for survival,
they will place strong companies in a
better strategic position for the post -recessionary period.
Following the reasoning of University of Southern California Professor
Edward Lawler III, "If you are strong,
look at recession as an opportunity to
deliver the death blow to some marginal players." This philosophy suggests

that in addition to doing things that
would help increase revenues, owners
should look to reduce costs. For example, recessions provide opportunities
to get concessions from suppliers regarding warehousing, lead tim es, p ric-

ing guarantees, and first access to new
products.
I enjoyed reading Recession Proofing Your Business because it gets right
down to the details, offering one to
three pages on each issue. A m anager

can spend five to - minutes on any of
the issues covered and decide if his
company needs to further analyze its
related performance.
The publication also includes a useful chapter titled "Managing Yourself
in a Recession." It discussed topics
such as the importance of staying
healthy, relieving stress, communicating with family and friends, and maintaining outside interests.
The National Institute of Business
Management, Inc., has many other
business publications that the reader
may want to inquire about. These are
geared towards specific issues and
range from custom er service, personnel m atters, real estate, and personal

financial and tax planning.
Steven LoCascio, CMA,
Pittsburgh Chapter
We are looking for book reviewers for the
7n the Li brary" column of MANAGEMENT ACCOUNTI NG. I f you would
like to write a book review for this column, or ifyou know ofany members who
may be interested, please let me know.
Reviews can be a maximum offour typewritten, double- spaced pages.
Members may borrow books listed in
this section by telephoning Elaine Goldman, manager of li brary services, at
(201) 573 -6235.
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SOFTWARE
Management Information Software, Inc., has developed Managing
Your Business, software that monitors
and instantly updates information from
receivables, payables, general ledger,
sales and purchasing, inventory, payroll, and point of sale. The system allows financial data to be viewed from
many different perspectives. Managing Your Business is available in two
models. Level I provides real -time
monitoring of A/P., A/P, payroll, G /L,
inventory, sales order entry, and
checkbook information. The Complete
model offers all these features along
with access to the Contact Management, Point of Sale, Report Writer,
Text Editor, Employee Personnel
Management, and Applicant Track
functions. Both models are available in
single -user and network versions for
80286 or higher MS DOS -based microcomputers.
Circle No. 35
On the Go Software has released version 2.0 of EXPENSE IT!, which allows
users to share data with many widely
used financial programs and with
Sharp's WIZARD and ZQ- 5000/5200
series palm -sized organizers. Users
can enter receipts into the WIZARD
while on the road, in any order. EXPENSE 17. 2.0 collects the expenses,
categorizes them automatically, and
then prints a report in any format, including directly on any preprinted expense form. Users can transfer data directly into many of the popular
accounting systems, including Lotus 12-3 or any accounting system with an
ASCII file import feature. The software
handles multiple general ledger codes
for each expense. Users can modify
categories, charge certain expenses
and billable hours to a particular client
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or project, and run job cost reports.
The system generates monthly, quarterly, or yearly expense summaries
that chronicle income tax deductions.
EXPENSE TI'! runs on any IBM or
compatible microcomputer and requires at least 640K RAM and a hard
disk.
Circle No. 36

ADVISOR Software has introduced
THE EMPLOYEE OR INDEPENDENT CONTRACTOR ADVISOR,
software that uses expert system technology to help a business decide
whether a worker should be classified
as an employee or an independent contractor for tax purposes. Separate modules test a worker's status under the
common law provisions, the statutory
independent contractor rules, the safe
haven independent contractor provisions, and the statutory employee
rules. The program requires an IBM
or compatible computer with 512K
RAM, DOS 2.1 or higher, and a hard
disk with 360K of space available.
Circle No. 39

Price Waterhouse Software has introduced COBRA Consultant, a research
and training software package. The research module contains an electronic
version of the new edition of Price Wa
terhouse'sCOBRA Handbook,as well as
a library of pertinent government actions
and court decisions relevant to COBRA
Important concepts are "hotlinked" to
discussions of the concepts in all other
documents in the library. The training
module covers all aspects of COBRA,
broken down into hour -long sessions.
COBRA Consultant operates on all IBMcompatible computers with at least 640K
RAM and a hard disk and will be updated
regularly.
Circle No. 37

Strategic Mapping, Inc. has reached
agreements with six of the world's
largest data companies to reformat
their data for use with its Atlas software. In addition, it is offering data and
computerized maps from the U.S. Geological Survey and U.S. Census Bureau. Data on everything from the locations and sales of all fast-food outlets
to purchasing potential for 4,000 specific products are available with Strategic Mapping's software packages, including Atlas GIS, Atlas Pro, and Atlas
MapMaker.
The company offers up-to -date computerized maps with detail down to the
street level. Data files are preformatted
so they can be linked automatically to
the library of computerized base maps
that when combined with Atlas software, can analyze the data geographically for use in such decisions as site
location, target marketing, and sales
territory design. Atlas software runs
on IBM - compatible and Macintosh
systems.
Circle No. 40

Intex Solutions, Inc. has developed
CFO® Spreadsheet Applications, a
collection of templates designed to
help spreadsheet users make financial
decisions quickly and easily. The templates, compatible with popular
spreadsheets such as Lotus 1 -2 -3,
Quattro Pro, and Excel, were developed by financial experts from CFO
Magazine.They are available in individual packages grouped according to
topic or as a complete, four - package
set The four modules are Cash Management, Tax Strategies, Capital Budgeting, and Advanced Topics, with six
templates for each topic. The software
runs on IBM - compatible microcomputers and requires 120K RAM.
Circle No. 38

CPAid has released Master Write -Up
for the creation of financial statements.
Point-and-shoot menus allow the user
to design customized statements from
scratch or automatically from a chart
of accounts, ratio codes, or tax codes.
The user can view actual data and create supporting schedules while editing
the financial statement. The program
includes an instructional video, context- sensitive help, an on -line calculator, pop-up windows, hot keys, and a
document writer for word processing.
Master Write -Up integrates directly
with CPAid's Master 1120,1120S, and
1065 programs. The software is available in both individual and network
versions.
Circle No. 41
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Imrex Computer Systems, Inc. has
developed World -Wide Financials
(WWF) for the IBM AS /4007". WWF
is composed of General Ledger with
Report Writer, Accounts Receivable &
Collections, Accounts Receivable Auto
Cash with Lock Box, and Accounts
Payable. All include flexible date formats, multicurrency processing, externally defined files (significant for multilingual conversions), and multicompany and multidivision operations.
Each module has independent updating and reporting. The WWF system
can handle an unlimited number of different currencies, with each company
held in a different currency. The system includes sophisticated security
features and offers full auditability. It
features real -time or batch processing
with validation and an extensive online help facility that is user defined.
Circle No. 42
DataTrac International Corp. has
brought out MileageMaster, an electronic module that is installed in automobiles to track destination, time, and
mileage information. The 4" x 5" MileageMaster "black box" can be installed by any mechanic. It generates
information directly to a lap -top computer and produces management reports that companies can tailor to meet
their own needs. The software for the
program is easy for nontechnical persons to learn and use.
Circle No. 43
Financial Profiles Inc. has combined three of its software products for
financial professionals into one complete planning system, Profiles +. The
three modules are Financial Profiles, a
personal planning system based on
needs analysis; Business Profiles, a
business planning system based on
needs analysis; and the Productivity
System, an interactive client database
management system. The program
now includes a run -time version of
Harvard Graphics. The copy protection has been removed, and the program can be used on a network.
Circle No. 44
Coopers& Lybrandhas introduced a
series of software modules dedicated
to human resources and benefits
needs. Among them are Dr. Claim,
which identifies improper medical
practitioner billing practices; Comp STRATEGIST, a planning record keeping database for compensation
management; FLEXPORT, which creates comprehensive benefit stateMANALiEMEN'i'ACCOUNTING/DECEMBER 1991

ments and vendor reporting for flexible benefit plans; Benefactor, which
manages both plan and employee accounting and reporting needs for pension administration, including valuations; Cascade, which processes
contributions, allocations, vesting, calculations, and other transactions; Retirement Counselor, which allows employees to estimate their projected
retirement income from all sources;
and Flexchoice, which presents benefits information and allows employees
to test "what if scenarios as they make
enrollment decisions. Each program
can be used alone or can be integrated
with any or all of the others as well as
with most human resources information systems.
Circle No. 45

EQUIPMENT
IBM has expanded its AS /400 family
of business computers with a new entry model, the AS /400 Model D02, a
powerful, low -cost computer for small
businesses or remote locations of a
large company. The D02 base system
offers 8MB of main storage and
800MB of disk storage and supports either twinaxial or ASCII devices. With
twinaxial support the D02 can serve up
to 14 users. Basic ASCII support provides for six work stations, displays, or
printers or six displays each with a display- attached printer. The D02 includes a built-in database and network
management facilities. It can be upgraded on site to the AS /400 Model
D04 or D06. Software is fully compatible across all 12 models of the AS /400
family. The D02 is available by itself or
as the system component of a complete Plug'N'Go System Solution,
which includes preloaded hardware as
well as system and application soft'

The IBM AS/400 D02 is Intended for small
businesses.

ware. With a preloaded Plug'N'Go Application, a customer can begin running the application about 10 minutes
after plugging the system in and turning it on.
Circle No. 46
TRW Electronic Products Inc. has
introduced its Fax Encryptor 300,
which works with all Group III fax machines and uses standard telephone
lines and Rill connections. The device connects directly between the fax
machine and telephone line to encrypt
transmissions automatically. Once set
up, its operations are transparent to
the user.
The Encryptor 300 provides a complete audit trail of all fax transactions
through the Transaction Journal Report. Users can extend their network
of protected fax communications to
100 or more individual sites or up to
eight groups of fax networks. Users also can control how faxes are sent and
received or with whom.
TRW technology provides: (1) automatic key management, which eliminates the need for manual key delivery
by courier, (2) authentication —the two
communicating units use their own identification numbers to develop the encrypdon keys and authenticate each other's
identity, and (3) random key generation —the key changes automatically and
randomly for every transmission. In addition the Encryptor comes with a configuration key, a physical key that allows
only the user access to the database containing the list of authorized fax sites and
the encryptor's configuration setup information.
Circle No. 47
Toshiba has released a full function
notebook computer, the T2200SX. The
T2200SX contains a 2( MHz 386SX 32bit microprocessor, 2MB of RAM (expandable up to 10MB), a 9.5" diagonal
black and white VGA -compatible display with 640 x 480 resolution, a
1.44MB 3.5" diskette drive, and a
choice between a 40MB or 60MB hard
disk drive. It has an 82 -key keyboard,
a nickel hydride battery, an AC adapter, a built -in PS /2 -style mouse port,
and a credit - card -size modem with
2400 baud data communications capabilities and MNP 5. The case is made
of very lightweight yet durable carbon
fiber - reinforced plastic material used
up till now primarily for jet airplanes
and race cars. The computer weighs
5.5 lbs. and measures 1.6" H x 11.7" W
x 8.3" D.
Circle No. 48
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RALPHL. BENKE, JR., CMA, AND
ROGERH. HERMANSON, EDITORS

ENLIVEN YOUR
TEACHING
BYLARRY GODWIN
ood teachers are made, not
born. The approach we bring to
our classes and students is a
composite of modeling (imitating the
styles of our own instructors), learning
(about teaching), and paying attention
to what our actual experiences reveal.
Heredity is not involved.
This concept applies equally to
such diverse subjects as managerial,
governmental, financial, and tax accounting, as well as to auditing and
systems. They apply to the sole practitioner who teaches a CPA review
course at a local college and to the tenure -track professor at a major university. The common denominator is that
we all strive to encourage our students
to think and to learn, regardless of the
specific content or setting.
Let's consider the overall goal.
What are we attempting to accomplish? The traditional aim is to impart
knowledge that our students will retain and apply to entry-level or existing
jobs. This goal involves encouraging
them to retain facts and processes they
will use in real -life situations.
A secondary aspiration may be to
prepare our students to pass professional examinations. Of course some
courses are explicitly oriented toward
the CMA, CPA, or CIA exams. Beyond
that, I wonder if most of us do not embrace an implicit goal of coaching students to maximize their success on
these exams.
The Accounting Education Change
Commission suggested a third: "The
overriding objective of accounting programs should be to teach students to
learn on their own.''
Regardless of the objective(s) we
54

ESTABLISHING THE LEARNING
ENVIRONMENT
I believe the most effective way to set
the tone for real learning, whether in
a class of 10 or 300, is for the educator
to establish, from the start, that he or
she will respect his students as adults
and as peers.
It is unrealistic to believe that the
nature of accounting alone is sufficient
to capture the attention of all the members of our classes. The educator must
do all he or she can to encourage participation and the thirst for knowledge.
The not-so-subtle attitude established
"up front" could be the teacher's best
resource to reach all the participants
with their varied backgrounds.
Many of us would wish that our students would respect us for the knowledge we possess. During the unfolding
process, however, the teacher is
bound to make an occasional error. In
my experience, recognizing and acknowledging the mistake rarely diminishes the students' perception of competence. Rather, it enhances respect
for the instructor as a human being, as
one to whom the class can relate as an
equal on a fundamental level.
Occasionally I candidly admit in the
classroom that I am having trouble explaining a concept. When I open it up
to the group I am usually able, with its
help, to resolve any dilemmas to everyone's satisfaction. A handsome side effect of so doing is that I become a model for honesty to my students.
Effective teaching and learning involve an occasional role reversal: The
teacher puts himself in the place of the
student, and the student assumes the
teacher's role. An instructor who admits that his storehouse of knowledge,
however vast, is incomplete will welcome questions and responses that
add to his database. Through the process he hones his presentation and becomes more nearly a true expert. Likewise a student, treated as an adult,
cannot help feeling better about himself, his teacher, and about accounting
if he can make a valid contribution to
the teaching operation.
Once a comfortable, yet professional, atmosphere develops in the classroom, the students are free of many
anxieties related to the educational
process. They will tend to
the
class and might participate more fully
in discussions.
enjoy

TRENDS

espouse, each of us adopts a teaching
style that fits his or her particular situation.

INTERACTION IN THE
CLASSROOM
I believe that students are prone to
learn the subject matter if they are egoinvolved in a dynamic group experience. One way to encourage such involvement, class size permitting, is for
the instructor to quickly commit to
memory every person's name and then
to converse at least once with each student each day. Another is to initiate
and hold active eye contact with every
individual in the room during lectures
and discussions. As students realize
they are being recognized as distinct
persons, their interest is enhanced.
The educator can further encourage interaction by varying his or her
placement in the room. If he spends
the entire hour behind a lectern, attention may wane. If he walks around the
front of the room and from time to
time, down the aisles, no one will fall
asleep.

LECTURING
For those of us who use the traditional
lecture technique in our classes, one
suggestion is to start each session with
a mini case, a burning issue, a paradox,
or even a cartoon to focus everyone's
attention on the day's topic.
Structuring the lecture from the familiar to the unfamiliar builds a bridge
to new concepts. It will help if the
teacher starts with examples to which
everyone can relate easily, either from
common knowledge or from material
learned previously.
A guided visualization is an alternative method of introducing conceptual
ideas for which students may lack a
ready frame of reference. The teacher
asks his /her learners to imagine, for
example, a department store in which
the auditor is busy observing the
counting of inventory. He can paint detailed mini scenes for his listeners that
enliven the text presentation.
Another technique to help them visualize textbook concepts is to introduce physical props. When I teach financial accounting, I bring in two
examples of identical products (such
as VCR tapes) to illustrate the differences between the physical and recordkeeping flows for inventories. I
bring a canceled stock certificate to
class and pass it around when we study
marketable securities. An actual bank
statement brightens the demonstration of a month-end reconciliation.
In the same vein, the teacher can
embellish the text concepts, and enMAN AGE ME NT ACC OU N n NG /D E C E M B EK 1 V 9 1

dow them with fresh relevance, by tying them to current events. In my auditing classes, I often share articles
that appear in Accounting Todayconcerning auditing changes and the reasons for them. This procedure demonstrates that auditors do indeed
withdraw previously expressed opinions, for example, when they later find
evidence of management fraud.
Also during a lecture the instructor
may ask the group to pair up. One participant explains a particular concept
to his /her neighbor and then receives
feedback.
It also motivates learning if the instructor occasionally will ask students'
opinions on selected issues. For example, in the area of ethics the teacher
can introduce cases that require a subjective appraisal. The diversity of opinion among members of the class can
provide an excellent springboard for
an in -depth exploration of ethical issues.

ASKING QUESTIONS
IS IMPORTANT
An educator may choose to introduce
the concept of variable costing of inventories by delivering a comprehensive, well-organized lecture. Or he can
assume that his students have read the
assigned material and then proceed to
ask them stimulating questions aimed
at covering the major points. The second approach has the advantage of solidly engaging the group in the learning
process. If the students realize they
may be called upon, they will remain
alert and involved. The asking can be
done in a nonthreatening way that emphasizes the safety of giving a wrong
answer. This procedure is most effective if each member of the class has an
equal chance of being quizzed and the
teacher directs his or her questions to
a large number of individuals.
If a response is not clear, the instructor can help the student to rephrase it Asking, "What do you mean
by the term... ?" or "Would you elaborate on... ?" will encourage a correct
solution.
If a student is unable to answer or
gives a wrong explanation, the teacher
can give hints and build on what was
stated correctly. Or he can give a concrete example in order to facilitate the
desired response.
It is important that the teacher allow the student sufficient time to answer in his or her own words. Cutting
him off or editing a correct response to
fit a predefined format can undermine
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motivation and morale in the class.
When a student answers successfully, sometimes I play the devil's advocate. Such a strategy encourages
further thinking about a topic, with its
nuances and branches, and often encourages others to become involved in
the discussion.
The teacher may prefer to request
volunteers. If no one is able (or willing) to respond, often I am tempted to
rush in and solve the problem myself.
Time permitting, a more effective tack
is to wait patiently for a reasonable
time, then to rephrase the question.

ANSWERING QUESTIONS
THOUGHTFULLY
So much for the asking. What about
the fielding of questions? I believe that
one key to assuring that students absorb complex material is to encourage
them to think and to query. A recent
essay suggested that "Learning may
be manifested more in how many
questions students raise rather than
how many they answer.
A fringe benefit of eliciting questions is that often someone will relate
the current topic to one that came up
in an earlier session, and the bridge
helps clarify a difficult concept. Also
many times students want explanations that fill gaps in my lecture notes
and make the coverage more complete.
I must take care not to wander
when I answer, and occasionally I need
to ask the student to take a rain check,
for the topic will be discussed in context at a later session.
What if someone poses a question
on an esoteric point? Giving a detailed
explanation will satisfy the person who
asked it but risks boring the rest of the
class. The best course may be to acknowledge the question as relevant
and request the student to wait and discuss the point on a one- to-one basis after class.
To enhance the effectiveness of the
answering process, occasionally it is a
good idea for the teacher to paraphrase a student's query to assure he
grasped the intended meaning. I have
been guilty of giving perfectly lucid
and correct responses to questions
that were not asked.
It also is helpful if the instructor inquires, from time to time, "Does that
answer your question ?" This interaction is especially appropriate if the
teacher detects a hint of confusion on
the student's face after delivering an
explanation.
112

GETTING FEEDBACK
We have two ways of finding out if we
are reaching our students: exams and
asking them directly for comments
and suggestions. The latter is not limited to the subject matter but encompasses pedagogical style, the classroom environment, and personal
situations that affect attitudes.
It is customary at many schools for
students to evaluate their teachers'
performance at the end of the term.
Such feedback is not timely enough to
help along the learning process at
hand.
I routinely ask my students twice
each term (about one fifth of the way
through the course and again after I return the first exam) to write me anonymous notes telling me how the
course is going and to make suggestions for improvements. In this way, I
become aware of situations I am usually able to correct with minimal effort.
Sometimes the comments I receive
alert me to topics that are misunderstood and spark the inspiration for a
new handout Via the feedback process, I always receive my fair share of
praise, as well, which reinforces what
I'm doing right.
Motivation is a fragile concept; it
can take weeks to build, can disappear
in an instant, and, once lost, may never
be regained. The desire to help our students to learn is not enough. We must
motivate them every day and every
hour.
■

Ralph L. Benke, Jr., CMA, Ph.D., is the
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Madison University.
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IMA members should find WORLD -CLASS ACCOUNTING FOR WORLD -CLASS MANUFACTURING a useful guide in their efforts to improve cost management practices in their
firms.
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A highly organized single source reference guide for the IMA member practitioner. Utilizing
key articles selected from IMA's premier publication, MANAGEMENT ACCOUNTING, this
volume covers the following subject areas:
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Special quantity discounts on 10 or more copies, $20.00 each, no further discounts allowed.

CIM JUSTIFICATION IN THE PROCESS INDUSTRY: A CASE STUDY
Coopers & Lybrand - Ray Cole and Lee Hales, 1991

91257
$12.50

This report, prepared by Coopers & Lybrand automation and manufacturing consultants, describes investment justification for an
advanced manufacturing technology project in the process industry.
By understanding the appropriate productivity factors (cost drivers) and their impact on profitability, Monsanto was able to overcome
the leap of faith often required to justify CIM. The company had demonstrated that it was able to quantify the impact of capital
expenditures and changes in cost drivers on operations, as well as the revenue effect of improved quality.

PRIVATE SECTOR FINANCIAL PERFORMANCE MEASURES AND
THEIR APPLICABILITY TO GOVERNMENT OPERATIONS
David Harr and James Godfrey, 1991

91262
$12.50

Sponsored by the IMA and the Association of Government Accountants, and based on extensive interviews with senior managers in
both profit- seeking and government organizations, this report provides a number of principles to guide the successful application of
business - oriented financial measures in a government operation to improve the efficiency of service delivery without jeopardizing
service delivery, timeliness, or quality.

CIM IMPLEMENTATION PROCESS: A CASE STUDY

91264

Earl Bennett and Sarah Reed (Monograph), 1991

$ 9.95

Computer- integrated manufacturing (CIM) represents one area of significant investments in software and hardware. This study
documents in detail the experience of Lockheed Missile and Space Company, Inc., Austin, Texas, with a CIM implementation process.
This case series enables the reader to develop an appreciation of the magnitude of these projects and an understanding of project issues
and success factors seldom available from "snapshot" case histories.

CURRENT TRENDS IN COST OF QUALITY:
LINKING THE COST OF QUALITY AND
CONTINUOUS IMPROVEMENT

91259
$34.95

KPMG Peat Marwick and W illiam W incheIl, 1991
Today, companies in all industries are focusing on ways they can improve quality. KPMG
researchers, stressing the linkage between continuous organizational improvement and
quality, describe how four companies have successfully measured, reported, analyzed, and
applied the cost of quality in both manufacturing and service environments.
This book will aid proactive managers in improving quality in their own companies.

COST MANAGEMENT SYSTEMS:
A DIGEST OF THE RELEVANT LITERATURE
Volume II, Charles Mecimore and William G. Sullivan, 1991

91265
$11.95"

This volume updates, from July 1986 to June 1991, the original literature review defining cost management systems (CMS), published
in 1987 as Volume 1 (87209, $9.95).
While the original literature review focused on a bibliography defining CMS, this search has uncovered articles and books describing
systems that provide solutions to many of the problems recognized in the original search. The number of categories of articles has been
expanded to 12. Categories are:
CMS Trends /Issues
Strategic Planning
Design to Cost

Manufacturing Practices
Accounting Models
Investment Management

Product Costing /Make or Buy
Life Cycle Costing
Performance Measurement

Defense Industry Practice
Cost Management Europe
Cost Management Japan

'Set of Volumes I and 11, specially priced at $20.00 per set, no further discounts allowed.

91256
$25.00

RETIREE HEALTH BENEFITS:
HOW TO COPE WITH THE
ACCOUNTING, ACTUARIAL, AND
MANAGEMENT ISSUES
Coopers & Lybrand, 1991

Rising healthcare costs are causing employers to take a hard look attheir retiree health benefit
plans. To assess the imp act of FAS 106, IMA requ ested Coo pers & Lybrand to conduct a
research study to help sm all and medium -sized emp loyers cope with these new changes.
IMA members will find this report a useful guide designed to help their management:
•❑Understand ❑the❑basic❑acco unting❑requirem ents❑und er❑FAS❑106,
•❑Evaluate❑plan ❑design ❑changes❑to ❑con trol❑co sts❑better,
•❑Consider❑the❑potential❑imp lementation❑problems❑that❑m ay❑arise,
•❑Assess❑financing❑and❑p refun ding❑alternatives.

ORDER FORM

Mail to:

From:
Name

Special Order Department
Institute of Management Accountants
10 Paragon Drive
Montvale, NJ 07645 -1760

Company❑—❑-_
Shipping Address
City, State, Zip

—

IMA Member No. —
Quantity
90255 World -Class Accounting for World -Class Manufacturing

@ $31.25

91256 Retiree Health Benefits: How to Cope with the Accounting, Actuarial, and Management Issues

@ $25.00
@ $12.50
@ $34.95

91262 Private Sector Financial Performance Measures and Their Applicability to Government Operations

@ $12.50

91264 CIM Implementation Process: A Case Study

@ $ 9,95

91265 Cost Management Systems: A Digest of the Relevant Literature

@ $11.95

_

—
$

90257 CIM Justification in the Process Industry: A Case Study
91259 Current Trends in Cost of Quality: Linking the Cost of Quality and Continuous Improvement

Total

Less 20% discount to members only
No Discount
@ $ 20.00

C❑ ❑CMS❑Set, Vol. 1 and ll

N.J. residents add 7% tax.
Add shipping/handling: $3.00 for 1 -3 items; $5.00 for 4 -10 items.
❑ ❑Payment:❑My❑check❑payable❑to❑the❑IMA❑is❑enclosed❑in❑the❑amount❑of

Expiration Date

❑ ❑Visa

L-1 MasterCard
Interbank No.

❑ ❑American❑Express

Card No.
Signature

__

Please charge my

TRENDS
IN MANAGEMENT
ACCOUNTING

of amortization whenever prepayments are considered probable, can be
reasonably anticipated, and the effect
on the effective yield of anticipating
prepayments would be significant. The
provisions of this proposed Statement
would apply to investments in all types
of loans, receivables, and other debt
securities that are issued with an option to prepay prior to their stated maturity. The FASB requests comments
by December 31.

COSOTOREVISEINTERNAL
CONTROLGUIDELINES

MANAGEMENT
ACCOUNTINGPRACTICES
LOUIS BISGAY, CPA,EDITOR

FASBISSUESED
he Financial Accounting Standards Board issued an exposure
draft, "Accounting for Investments with Prepayment Risk," that
would amend Statement 65, "Accounting for Nonrefundable Fees and Costs
Associated with Originating orAcquiring Loans and Initial Direct Costs of
Leases." The proposed Statement
would establish requirements for the
measurement after acquisition of certain investments in loans, receivables,
and debt securities carried at amortized cost whose cash flows may vary
because of prepayments.
The proposed Statement would require prepayments to be anticipated in
the application of the interest method

BUSINESSVALUATIONSOFTWARE
Menu - driven Lotus 1 -2 -3 template,
and "stand- alone" provides low, medium
and high values of eight common
valuation methods -41 graphs -51 ratios,
Only $195.00 4,000+ sold. Free info!

BUSINESSPLANNINGSOFTWARE
Eight financial models for business plans,
raising venture capital, leveraged buyouts,
and budget cash flow planning. Used with
Lotus 1 -2 -3, Excel, SuperCalc5, etc.
Great value! 12,800+ sold, Free info!

CALL:1.800-777-4920
or

(714) 759.8987
ILAR Systems, Inc., 334 Baywood Drive
Newport Beach, CA 92660

Circle No. 15
58

he Committee of Sponsoring Organizations of the Treadway
Commission
(COSO)
announced that it will revise the guidelines, "Internal Control— Integrated
Framework," which it had proposed in
March of this year. More than 200
comment letters were received during
the exposure period from representatives of industry, academe, government, and public accounting. The
chairman of the project's advisory
council, Gaylen N. Larson, said that
changes to the exposure draft will include clarifying the definition of internal control and consolidating components to be considered in judging
control effectiveness.
COSO consists of representatives
of the Institute of Management Accountants, the American Institute of
CPAs, the Financial Executives Institute, American Accounting Association, and the Institute of Internal Auditors. IMA's representative is Thomas
O'Toole, past chairman of the Institute. The internal control project was
undertaken as a result of the recommendations of the National Commission on Fraudulent Financial Reporting (Treadway Commission), which
included the recommendation that the
sponsoring organizations work togeth
er to develop agreement on the definition and scope of internal control and
other guidance.

FMACMEETSINFRANCE
n September 30 and October 1,
the Financial and Management
Accounting Committee (FMAC)
of the International Federation of Accountants (IFAC) met in Montpellier,
France. The U.S. representative at the
meeting was Robert Weiss, IMA's vice
president- professional relations and
past chairman of IMA's MAP Committee.
Among many issues discussed was

0

a draft International Management Accounting Practice (IMAP), "Management Control of Projects." This Statement was developed by MAP
Committee member Robert Anthony,
who was Mr. Weiss's predecessor on
the FMAC. The current draft Statement was approved unanimously by
FMAC members for publication by
IFAC. The Statement describes good
management control of projects, defined as a set of activities intended to
accomplish a specified end result of
sufficient importance to be of interest
to management.

GASBISSUESSTATEMENTON
COLLEGESANDUNIVERSITIES
he Governmental Accounting
Standards Board issued its Statement No. 15, "Governmental College and University Accounting and Financial Reporting Models." The
Statement prescribes that governmental colleges and universities follow one
of two reporting models: one developed by the American Institute of
CPAs in its Industry Audit Guide, as
amended, or the governmental model
developed by the National Council on
Governmental Accounting, as amended. GASB Chairman James F. Antonio
observed that "Statement 15 eliminates the confusion that exists under
the current hierarchy of generally accepted accounting principles and established guidance for governmental
colleges and universities at the highest
level in a proposed hierarchy of GAAP
currently under consideration."
The Statement is available for $6.25,
prepaid, from GASB Order Department, P.O. Box 30784, Hartford, CT
06150.

SMAPROJECTS
t its last meeting, the Subcommit
tee on SMA Promulgation favorably reviewed several proposed
SMA projects. The Subcommittee gave
the green light (subject to modest revisions) to SMA outlines on "Cost of Quality" and "Investment Justification." Also
at that meeting, a representative of the
Risk and Insurance Management Society
persuaded subcommittee members that
a jointly sponsored project leading to an
SMA on "Cost of Risk and Insurance
Management" would benefit the constituents of both organizations.
Louis Bisgay, CPA, is director, management accounting practices.
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RESEARCH
PATRICK L. ROMANO, CMA,
EDITOR

AGAANNOUNCES 1992
RESEARCHFUNDING
PROGRAM
11e Education and Research Foundation of the Association of Government Accountants has funds
available to support research in governmental financial management.
Those interested in applying for AGA
funding should write to the Research
Committee, AGA Education and Research Foundation, 2200 Mount Vernon Ave., Alexandria, VA 22301, and
request a copy of the "Guidelines for
the 1992 Grant Program" and the "Application for Research Funding." Applications for AGA ERF Research Grants
must be received by April 1, 1992. For
more information, contact Tom Sadowski at (314) 751 -3100.

AGASEEKSRESEARCHER
ACHIEVEMENTAWARDS
NOMINATIONS
he Education and Research Foundation of the Association of Government Accountants is accepting nominations for its At- Large, AGA
Member, and Lifetime Research
Achiever awards. The awards include
monetary recognition, plaques, and
AGA Professional Development Conference registrations.
The At -Large and AGA Achiever
Awards are for contributing significantly to the advancement of governmental financial management by con ducting a research effort during the
two years ended December 31, 1991.
Lifetime Achiever Awards are made
to individuals who throughout their careers have made continuous contributions to governmental financial management by directly participating in
research activities and by encouraging
and supporting others in such efforts.
For a copy of the brochure describing the Researcher Awards Program
more fully, write the Research Committee, AGA Education and Research
Foundation, 2200 Mount Vernon Ave.,
Alexandria, VA 22301, or contact Tom
Sadowski at (314) 751 -3100. Nominations must be received by March 1,
1992.
MANAGEMENT ACCOUNTING /DECEMBER 1991

1992 FEDERAL TAX HANDBOOKISAVAILABLE

573 -6278 in New Jersey.

nce again, IMA is pleased to offer Prentice - Hall's Federal Tax
Handbook, 1992 edition. This
comprehensive one - volume summary
of current tax requirements will help
you, the professional, plan for and file
your federal tax returns for the 1991
calendar year.
Regularly $24.95, the Handbook is
being offered to IMA members for
$20.00, a 20% savings on each book, up
to two books. If you order three or
more books, we offer a 32% savings at
$17.00 per book. These prices include
shipping and handling costs. Orders
will be shipped UPS in December.
A promotion mailing was made to
the entire membership on October 30.
If you did not receive your mailing, you
may request an order form from the
IMA Special Order Department by
calling toll free 1- 800 - 638 -4427, 201-

NEW IMARESEARCH
PUBLICATIONS, 1991

0

number of new and important
research publications were published and released in 1991. Research publications are listed in the
1991 Professional Publications catalog
supplement, mailed to IMA members
in October. The supplement contains a
brief description of each report, the offering price, and an order form to obtain the publications desired. If you did
not receive this supplement, you may
request your copy from the IMA Special Order Department by calling toll
free 1- 800 - 638 -4427, 201 - 573 -6278 in
New Jersey.
■
Patrick L. Romano, CMA, is director of
IMA research.
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a bold

step

The 73rd Annual Conference
Institute of Management Accountants
Atlanta Marriott Marquis
Atlanta, Georgia
June 21st -June 24th, 1992
Come to Atlanta in 1992 to learn, network with your peers and have fun with
friends and family. This year's program offers 21 hours of high quality,
relevant CPE credits including a special "Integrated Cost Management" course.
Just take a look at each day's exciting program:

•
•
•
•

•
•
•
•
•
•

Bring the
whole family!

Jonathan Pond — Building Wealth
Carl Smith — CMA Review Programs
John Macaulay — Member Interest Groups
Integrated Cost Management — Part 1 of a 4-part course

Fran Tarkenton — Bold Steps for Success
Deborah Norville (invited) — The Female Perspective
Congressman Newt Gingrich — Bold Issues, Bold Steps
Gillian Spooner — Corporate Taxes
Richard Hahn —Communications
Integrated Cost Management — Part 2

• Edward Fleishman — Government and the
Private Sector
• Mike Boskin (invited) — The Economy
• Victor Brown — FASB Challenges
• Shirley White, Ph. D. — Adjusting to Reorganization
• Ken Leach — Bold Steps to Quality
• Integrated Cost Management — Part 3

• Arthur Taylor — Bold Steps for Decision Making
• Elizabeth Dole (invited) — Bold Steps in
Career Changes
• Max Cleland — Bold Steps to Overcome Adversity
• Hendri Weisinger, Ph. D. — Positive Results
• Bill Langdon — North American Trade Opportunities
• Integrated Cost Management — Part 4

•
•
•
•
•

Zoo Atlanta
Roller Skating
White Water Atlanta
Sci -Trek
Six Flags Over Georgia

•
•
•
•

Carter Presidential Library
Atlanta Botanical Garden
High Museum of Art
CNN Tour

• Georgia Railroad Depot and
The World of Coca -Cola

Turn to the special edition
of Conference Daily News
for more information and
your registration form.

id register today!

Certified
Management
Accountant
Prognun

ASSOCIATION
NEWS
KENNETH AURICHIO, EDITOR

CONTROLLERS'
CONFERENCE
OFFERSNEW
PERSPECTIVE
"The level of customer satisfaction isn't something that
can be determined from internal measures," Dr. Robert Eccles, a professor of
business administration at
Harvard Business School,
told attendees at the IMA's
13th Annual Controllers'
Conference in San Diego
held October 23-25. "You've
got to talk directly to the
customers. What you think
isn't what's important."
Dr. Eccles was one of the
speakers addressing this
year's conference theme of
new perspectives on productivity and quality. He
stressed that financial measures of performance alone
are not enough because
they are lagging indicators
and must be supplemented
with nonfinancial measures.
They should be identified
by looking beyond an internal focus to ascertain your
competitors' activities.
Also zeroing in on the
subject of quality was Alex
Young, president and COO
of the Thomas Group,
which specializes in the application of modeling and
simulation techniques for
business processes. Thomas discussed the significance of reduced Total Cycle Time (I'M) —the
combined effect of the cycle
B2

Speaker Margaret Gootnick.

times of all business processes from the time a need
exists until it is satisfied.
"Separating a business by
functions leads to a disjointed organization," he commented. Interconnected
processes directly impact
the P &L.
On another topic a panel
of specialists described how
turnaround management
differs from crisis management—it is longer term,
with the intent to grow the
business. Crisis management's purpose is to get the

ailing company to the emergency room and into intensive care.
Jeanette Garretty, a
widely regarded economist
and expert in the automobile, energy, and aerospace/defense industries,
provided a realistic forecast
of the direction of the recession. She advised controllers and financial decision
makers how to prepare for
the coming events.
An implementation case
study of activity -based management at SHURflo covered two sessions during
the conference. All participants benefited from the
discussion, regardless of
their company's involvement in ABC. Tom Pryor,
president of Integrated Cost
Management Systems, Inc.,
a software seminar and
management education
firm specializing in activity
management, reminded attendees that an organization must maintain ongoing
planning and control of its
activities. "It's of no benefit
to catch errors after they
happen," he noted.
During a session on
"Managing Shared Service
Activities & Costs," Robert
Frigo from the General
Electric Company said,
"We've gotten rid of monthly closings completely. We
only have 'soft closing' with
a real quarterly closing."
The reason? It's GE's goal
to provide quality timely accurate accounting services
to a cross - functional customer base within a designated geographic area. Participants learned the
methods of eliminating re-

At controllers' conference, attendees do a little role playing during
session on "Controlling the Controller's Human Resources."

Thomas Pryor.

dundant systems and consolidating and adopting best
practices.
Margaret Mary Gootnick of David Gootnick Associates, Inc., New York,
N.Y., led a presentation on
"Controlling the Controllers' Human Resources."
Other topics included controlling corporate health
care costs; new thresholds
in computer technology;
shareholder value creation;
the benchmark of excellence —the Tektronix printed circuit board ABC system; the quality movement
and controllership; the maquiladoras story; and Elgin
Sweeper's cost management experience. Also included were managing travel expenses; global strategy
for manufacturing; and
speeding up monthly closings.
Spouses and guests of attendees were offered several optional activities during
the conference. In additional to a daily continental
breakfast, participants were
shown a slide show by a representative from the San
Diego Convention and Visitors Bureau and taken on a
trolley ride of the town's major sights including Old
Town, Seaport Village, the
zoo, aerospace museum,
and Balboa Park. Guests
were invited to Thursday's
dinner as well.
Attendees were given
the opportunity to network
and exchange ideas at receptions following the day's
events. Next year's controb

MANAGEMENT ACCOUNTING /DECEMBER 1991

lers' conference will be held
October 21 -23 in Nashville,
Tenn.

LOISELLE
HONOREDBY
MAINESOCIETY
OF CPAs
The Maine Society of Certified Public Accountants
named Leo Loiselle the recipient of the third MSCPA
Public Service Award in
September 1991. The award
recognizes Mr. Loiselle's
contributions of community
and charitable service to local, state, and national organizations.
Mr. Loiselle currently
serves as an appointed member to the Executive Committee and the National Board of
the Institute of Management
Accountants. He also has
served as chairman of the
Planning Committee, member of the Long Range Strategy Committee, national vice
president, national director,
president of the New England
Council, and president of the
Bangor/Waterville Chapter.
Mr. Loiselle is the managing partner of the firm of
Loiselle and Beatham in
Bangor, Maine.

EMERITUSLIFE
ASSOCIATES(ELAs)
Robert F. Albright,
Long Island.
George H. Amann, Jr.,
New Orleans.
Waldo B. Archer,
Bangor - Waterville.
Robert Axelrod,
New York.
John F. Backer,
Los Angeles.
Arthur Barker,
Mass Route 128.
Paul E. Berning,
Cincinnati.
Ralph B. Blankenbeckler, Columbus.
Elvira E. Christerson,
San Antonio.
William E. Clingman, Sr
Richmond.
Paul Cote, Boston.
Theodore N. Dimitre,

Peninsula -Palo Alto.
A. Kenneth Dimond,
Harrisburg Area.
Willis J. Dombrovske,
Minneapolis Northstar.
Brian X. Duffy,
Morris- Essex.
Stephen W. Eaves,
Birmingham -Magic City.
William J. Engle,
Reading.
Emerson C. Erb, Jr.,
Bakersfield Area.
Edward F. Feith,
San Antonio.
William D. Fleenor,
East Tennessee.
Irving C. French,
Lansing Jackson.
William W. Frew,
Lancaster,
Robert J. Fries,
Oakland County.
Peter A. Frylink,
Member -at - Large, Canada.
Carmen J . Giannascoli,
Philadelphia.
Harry Gildner,
New York.
William M. Glose, III,
Lehigh Valley.
Fred W. Grotophorst,
Charlotte.
Albert F. Hackett,
Bangor - Waterville.
Robert L. Hanak,
Cleveland.
Charles W. Hartsoe,
Piedmont -High Point.
Evelyn J. Headrick,
Mid - Florida.
John W. Hegarty,
Long Island.
Kenneth J. Hickman,
Morris - Essex.
Harold C. Hire,
Minneapolis Northstar.
James L. Hood,
Greater Greenville.
Billy J. Hooker,
St. Louis.
B.D. "Bill" Hooks,
Raleigh Area.
Donald W. Homburg,
Charlotte.
John J. Hricisak,
Reading.
Robert H. Johnson,
Los Angeles.
Cornelius J. Keane,
Packerland.
Carol C. Koger,
Albuquerque.
Thomas V. Krasinski,
Jamestown - Warren,
Knute L. Landgren,
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Worcester Area.
Raymond D. Leatherman, Santa Barbara.
Larry T. Leopard,
Spartanburg Area.
W.P. Lewis,
Richmond.
Sol Liebowitz,
New York.
Joseph A. lineman,
Lake Erie Central.
Robert J. Linkenheil,
Minneapolis Viking.
Ray F. Leutz,
Lansing Jackson.
Elizabeth M. Mabry,
Hartford.
Ernest Matheron,
Jamestown - Warren.
Bernard C. Mayer,
New Orleans.
Harmon McCarter,
Knoxville.
Joseph J. McCarthy,
Rockford.
James L. McCauley,
Delaware.
R. Gordon G. McKee,
Waterbury.
James W. McLeod,
Merrimack Valley.
Laferne E. McMillin,
Illinois Northeast.
Frank C. Morris,
Des Moines.
Robert F. Murray,
Saginaw Valley.
Clyde J. Nelson,
Lake Superior.
Virgil A. Nolan, Jr.,
Providence.
James F. O'Brien,
Peninsula -Palo Alto.
Donald E. Oeter,
Cincinnati.
Marvin M. Olson,
Los Angeles.
William T. Owens, Jr.,
Dallas.
Edward M. Paluga,
Chicago,
James E. Patton,
North Alabama.
Richard D. Paul,
Orange Coast California.
Harold L. Ranier,
Omaha.
Ralph L. Rawheiser,
Delaware.
James E. Raymonda,
Mohawk Valley.
Curtis F. Rode,
Milwaukee.
Kenneth Ruys,
Nashville.
Claud H. Schuckers,

Elmira Area.
Harold R. Sell,
Southern Minnesota.
W.E. Slayter,
Member -at- Large, USA.
Walter B. Sorrells,
Memphis.
R. Glen Stewart,
Member -at- Large, Canada.
Arthur S. Taylor,
Boston.
James J. Teskey,
South Jersey.
Howard A. Theimer,
Wichita.
Paul L. Tiers,
North Penn.
Garald Toce,
Hartford.
Thomas E. Tracy,
Central Pennsylvania.
Robert B. Uhlman,
Member -at- Large, USA.
William L. Ureel,
Macomb County - Michigan.
Harold E. Walker,
Member -at- Large, USA.
Paul C. Walker,
Morris- Essex.
Karl E. Walters,
Columbus.
James E. Walton,
Illinois Northeast.
George M. Whisman,
East Tennessee.
Richard F. Wilson,
Atlanta.
Paul K. Yanagihara,
Peninsula -Palo Alto.

IN MEMORIAM
R.L. Ashford, 81,
Binghamton, 1976. EI A.
Randolph Baldwin, 45,
Southeastern Massachusetts,
1970.
Robert O. Baldwin,
Washington, 1970. ELA
Thomas H. Buckley,
New Hampshire, 1965. EIA.
Theodore E. Fitzgerald,
Philadelphia, 1970. ELA.
Joseph T. Foerth,
Bridgeport, 1963. ELA.
R. Gilman, 65,
San Fernando Valley, 1951.
EI A.
Benjamin Greenberg, 88,
New York, 1979. EIA.
Richard Henderson,
Danbury Area, 1985.
George C. Henderson,
Greater Youngstown Area,
1972. ELA.
63

CLASSIFIED
BUSINESS
OPPORTUNITIES
LET THE GOVERNMENT FINANCE your small business.
Grants /loans to $500,000. Free
recorded message: 707448-0330.
(OR7)
NEW BUSINESS FINANCING
DIRECTORY includes 1,800 excellent venture capital/loan
sources plus application guidelines. Free details. Shorewood
Books, MA, Box 461, Excelsior,
MN 55331.0461.

cases. Only $89 with a MONEY
BACK GUARANTEE, Advisor
Software Corporation, 4421
Ocean Blvd., Sarasota, FL 34242.
Call (800) 237 -8400 Extension
442 for MC/VISA orders or additional information.
WE MARKET THE EASIEST
PROGRAM FOR ACCUMULATING WEALTH WITHOUT
ANY INCREASE IN YOUR BUDGET! FREE RECORDED MESSAGE PHONE 703.284 -2034 OR
703 - 2842017
A FINANCIAL PRODUCTS
MARKETING COMPANY

SITUATION
WANTED

COMPUTER
SOFTWARE
EMPLOYEE OR INDEPENDENT CONTRACTOR SOFTWARE. This powerful CPA developed, easy to use software
guides you through the issues in
the IRS's hottest enforcement area. Evaluates Common Law, Statutory Employee, Statutory Independent Contractor and Safe
Haven Independent Contractor
relationships using an expert systein knowlerlgr ha e of over 500

ACCOUNTANT/BKPG SERVICE Graduate Hunter College,
BS in Accounting, 20 years experience, highly qualified, reliable
seeks per diem position for write
ups, tax return preparation, and
general accounting functions.
Experience in a computerized environment. Knowledge of Lotus,
Dbase III, Accpac Plus Accounting Program. Available immediately. (212) 490 -5854.

Give Yourself the

OG 1
EDGEtr

HELPWANTED
ACCOUNTING FACULTY
Full -Tune Tenure Track

w

il

Build your own successful accounting practice with the company Success Magazinecalls the "Number
One Accounting Franchise in
America!" (March, 1991) Give
yourself the competitive edge with
Padgett's:
• Intensive 4-week training
• Client marketing systems
• Yearly tax seminarstsupport
• Streamlined accounting system
• On -going field support
• Owner manuals and
much more.
CALL 1- 8*323 -7M
Call collect In CA:

READER
SERVICE
CARDNQ.
12
18
10
19
15

(810)965.23418

FOR FULL
DETAILSI

6
4

An
International
i

PADGETT
BUSINESS
SERVICES

Franchise

College of DuPage, located just
25 miles west of Chicago, is a progressive community college in its
25th year of service to the district. Serving more than 36,000
students, we currently seek a
professional for this 3-quarter academic year appointment to
teach all levels of accounting. Responsibilities include: academic
and career advising, curriculum
development and update, and interaction with community agencies and internal committee participation.
We require a Bachelor's degree
in Accounting, or a Bachelor's degree and CPA; Master's degree
in Accounting and /or CPA preferred. Previous teaching experience and 3 years work experience in directly related area of
accounting is required. Firsthand
experience with
computer
spreadsheet packages is preferred, or an equivalent combination of education and experience.
Starting salaries for our 9 -month
academic year normally range
between $27,100 -- $37,900 but
are dependent on education and
experience. Opportunities to
earn significant additional income through overload and summer remuneration are generally
available. In addition, we offer a
generous benefits package. This
position will remain open until
filled; screening will begin on
January 15, 1992. If interested
and qualified, please call or write
for an application packet:
708 -858 -2800, Ext. 2460
Office of Human Resources
Attn: Faculty Recruiting
COLLEGE OF DUPAGE
Glen Ellyn, IL 60137
as /eoe
To maximize your opportunity to
be chosen for this position,
please return your application
packet as quickly as possible.

FORMER FORTUNE 500
CORPORATE CONTROLLER
searching for a few good people
to originate a worldwide management accounting syndicate. Visionary, entrepreneurial, pragmatic, experienced corporate
management/financial officers
or consultants required. Professional designation desirable.
Send resume and MA accomplishments in confidence to: W.
David Foote, 3464 Lincoln Highway, Suite 224, 'l7torndale, PA
19372

READYFORYOUR
OWNACCOUNTING
PRACTICE?
COMPREHENSIVE
Can Make It Happen!

Proven System
Training
Equipment
Marketing Support
For Qualified Accountants
with a minimum net worth of
$100,000 /$40,000 liquid.

Comprehensive
Business Services, Inc.
1925 Palomar Oaks Way,
Suite 105
Carlsbad, CA 92008
1-800 -323 -9000

Do you
want to reach
hundreds of
thousands of
corporate
accountants
with your product
or service?
Call
Doryne Gerstein
(201) 573 -6275

96,000 Customers?

ADVERTISERS`INDEX
Comprehensive Business Services
Computer Associates
Comshare, Inc.
Control Data
FastTax
ICMA
Ilar Systems, Inc.
IMA Annual Conference
IMA Research Publication
Padgett Business Services
Parson - Bishop Services, Inc.
Towers Financial Corporation
TWA

PAO
10
C -3
5
C -2
C-4
1
58
60-6
56.5'
64
17
13
9

Business software? Career
opportunities? Business
for sale? Position wanted?
New products? Leases?

Whatever you want to
sell—use the MANAGEMENT ACCOUNTING®
classified department to
do it. IMA has 96,000
readers and potential
customers.
Call Lisa Dawson at

(201) 573 -6280.
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Your Bold Steps Toward the Future
Continue in Atlanta!

Donald W. Baker, CMA, CPA

President's Message

At last... At la n ta !

and Atlanta Cyclorama on Cherokee

For the first time in the 73 year history
of IMA, the Annual Conference will take
place in beautiful Atlanta — Georgia's
seat of Southern hospitality.
Atlanta and its surrounding Georgia

Avenue.
For those of you who would rather
sample the culinary delights of the
here and now, Atlanta has quite a
menu of eating establishments. And
the cooks of the South aim to please!
Stop by Mary Mac's Tea Room in
the downtown district for turnip
greens and fried chicken; try a hot
dog at the famous drive-in Varsity on
North Avenue; and for a bit of
elegance, sample the delicacies at The
Mansion circa 1885 in the mid -town
section of the city. And if you just
can't decide, come to The Old

countryside offer plenty of activities for
eager explorers who find themselves with
a free evening or a free day before or
after the conference. Here's a look at just
a few of the places you'll want to visit
while in Atlanta.
O u t a n d Abo ut in / lt lta nt ca

Atlanta, also known as "The Big A,"
is a delightful mix of the old and the
new. Begun as a railroad camp in 1837,
Atlanta grew into a Confederate strong--hold during the Civil War, until the city
was set ablaze by General Sherman in
1864. The late 1800 ' s were years of
rebuilding for Atlanta. For U.S. history
buffs, Atlanta is your treasure chest.
Places not to miss are Fort Peachtree on

Ridgewood Road, the Archives on
Capitol Avenue, the Historical Society
Complex located on Andrews Drive,

Alabama Eatery and nibble at more
than two dozen food outlets.
Shoppir:g Soutbem -Sh,le
If you can't go anywhere without
doing a little souvenir shopping,
Atlanta has plenty to offer! You'll
find Macy 's on Peachtree Street and
Sak's Fifth Avenue on Peachtree
Road. Kessler' s, located downtown,
is a full-service department store.

Atlanta 1992 is an opportunity for IMA
members to participate in a program of
"Bold Steps Toward the Future." By
attending IMA's 73rd Annual Conference,
you and your family can share in the
experiences of your fellow IMA members
and those of the speakers who have agreed
to tell us about the bold steps they and their
organizations have taken to meet the
demands of the global economic environment in which we all live.
Attendance at the Annual Conference is
an investment in your future and that of
management accounting. It is also an opportunity for you to recognize the achievements
of others and to demonstrate your commitment to broadening and updating your
technical knowledge and skills.
The program and operations committees

have worked hard to ensure that the conference will be educational and entertaining.
And, this has been accomplished with no
increase in registration fees for members.
Both the committees and I have listened
carefully to your suggestions and have
responded with "bold steps," by reorganizing the program to accommodate a
modified annual meeting and annual dinner.
I urge you to make plans now to be a part
of this important IMA event. Please join me
in Atlanta as together we take "Bold Steps
Toward the Future" of our profession. ■

(Continued on p. 2)
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Step Inside
the Marriott Marquis

The Atlanta Marriott Marquis will
be your home away from home during
the 1992 Annual Conference in June.
This magnificent hotel provides
luxurious guest rooms and superior
meeting facilities. From the airport, the
hotel is only a short 25- minute ride on
MARTA, the city's Rapid Rail Line.
The Marquis, located in the heart of
Atlanta's Peachtree Center, features a
soaring 50 story interior atrium. Glass enclosed bubble elevators will carry you
to and from your room to the IMA
conference meeting rooms and the
Hospitality Suites.
To keep your body as fit as your
mind during the conference, you can
work out in the hotel's fully- equipped
health club, swim in the indoor /outdoor
pool, relax in a sauna or enjoy a soothing massage. The hotel also offers
several restaurants and lounges for you
to enjoy.
Top -notch concierge services are

available to you throughout your stay.
If you have any questions about any of
the hotel's services, or if you need city
information, theatretticket information
or restaurant reservations, contact the
Lobby Concierge.
The Marquis is happy to provide
other services to accommodate your
stay. For instance, babysitting services
are easily arranged. Simply contact the
concierge at 404 -521 -0000. There is
also a Business Center for your
convenience.
Complete the enclosed Hotel
Reservation Form today and enjoy your
stay at the beautiful Atlanta Marriott
Marquis! ■
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Family Fun'.
While you're earning

CPE credits and enhancing
your career by receiving a
comprehensive update on
current financial
management strategies,
issues and techniques, be
assured your family will
be enjoying Atlanta's best!
Special programs are
planned for spouses, teens,
and pre - teens. And, of
course, there's a special
Family Event for everyone
to enjoy.
The Spouse All- Events Package
includes a tour of CNN, the world
headquarters of the Turner Broadcasting Network. Plus, there are trips
to the Carter Presidential Library, the
beautiful Atlanta Botanical Garden
and the High Museum of Art, home
to many European and American
paintings, photography and graphics.
Teen and Pre -Teen All- Events
Packages include an assortment of fun
and educational programs. Planned
outings include Zoo Atlanta, roller
skating, The Discovery Zone, White
Water Atlanta, Sci -Trek — the Science
and Technology Museum of Atlanta,
(Your Bold Steps, continued from p.1)

Stop in Phipps Plaza and meander
through one -of -a -kind boutiques.
Antique hunters must stop by 2300
Peachtree Road and dust off a few
collectibles in this exclusive group of
antique shops.

Among the Georgia Pines
Plan a day and take the whole
gang to Georgia's Stone Mountain
Park. On the 683 -foot granite face of
towering Stone Mountain is the
Memorial Carving, depicting the
leaders of the old Confederacy:
President Jefferson Davis, General
Robert E. Lee, and General
Stonewall Jackson. Surrounding the
mountain is a 3200 -acre park where
you can golf, swim, hike, play tennis
and tour an antebellum mansion.

T h e World of Coca -Cola Pavilion

and Six Flags Over Georgia.
On one special evening, you'll join
your family for the special Family Event
and head to the historic Georgia
Railroad Depot. Enjoy a buffet dinner
amidst the circus and carnival
atmosphere, with acts presented
especially for IMA. Then it's on to The
World of Coca-Cola pavilion for games
and a tour through the famed soda pop's century-old history. The evening
concludes with the opportunity to stop
by Underground Atlanta for a look at
six city blocks filled with entertainment,
specialty shops and restaurants. ■

With the Wind Museum and Gift
Shop? At this Nassau Street site you'll
see the world's largest collection of
mem orabilia from the celluloid epic.
And for you true GWTW fans, stop by
Margaret Mitchell's grave in historic

Oakland Cemetery.

Plan to Attend
Atlanta offers a myriad of sights,
sounds, tastes and FUN for all 1992
Annual Conference participants!
Come to Atlanta in 1992 for a family
getaway you'll never forget! ■

Frankh� My Dear...
What trip to Atlanta would be
complete without a visit to the Gone

Stone Mountain Park, Memorial Carving

1992 Annual Conference Preview
Are you looking to move ahead in your
career?
Then take time out and invest in your
future by registering for the Institute of
Management Accountants 1992 Annual
Conference to be held in Atlanta,
Georgia, June 21St through 24th. This
year's theme is "Bold Steps Toward the
Future."
Program Chairman
Gerald McCarley and
his committee have
put together a good
mix of topics and
outstanding speakers
that will aid you in
your professional
career. The General
Session speakers will Gerald McCarley
Program Chairman
include:
• Arthur Taylor — Dean of the Faculty
of Business and of the Graduate
School of Business at Fordham
University.
• Fran Tarkenton — although most
will quickly recognize him as a
football great, he has also established
himself as an eminent business leader,
management consultant and author.
• Honorable Newt Gingrich — the
House Republican Whip, is in his
seventh term serving the Sixth
District of Georgia.
• Edward Fleischman — sworn in
as the 66th Commissioner of the
Securities and Exchange Commission
in 1986.
• Max Cleland — Georgia Secretary
of State and a highly decorated
Vietnam veteran and former Director
of the Veterans Administration under
President Carter.
Other speakers invited include
Mike Boskin, Chairman - Council of
Economic Advisors; Elizabeth Dole,
President and CEO - American Red
Cross; and Deborah Norville, national
television personality.
Concurrent Session speakers will tackle
critical issues such as:
• "Adjusting to Corporate
Reorganization"
Dr. Shirley White

*"Handling Criticism and Anger"
Dr. Hendri Weisinger
• "U.S. /Canadian Trade Issues"
William Langdon, CMA
• "Excellence Factors for Quality"
Ken Leach
Plus, many other timely programs
including updates on "Corporate
Taxes," "SEC Issues," and "FASB
Current and Future Issues." Your
attendance at these sessions can qualify
you for as many as 21 CPE credits.
Member-Inspired Changes
Each year following the Annual
Conference, members take the time to
let us know what they like and what
they don't like about conferences. For
1992, President Don Baker and the
committees have responded with "Bold
Steps" to address your concerns.
The Annual
Dinner will be
streamlined. It
will start earlier and will conclude
at 9 PM. This will
give members
more of an opportunity to celebrate
and enjoy the
James O. Ingle
Council Hospitality Operations Chairman
Suites.
And there are two new registration
categories this. year. The first is the
Non -Tour Spouio Package. If your
spouse does not wish to select the
All- Events Package, he or she can now
choose the Non -Tour Package which
includes attendance to the National
Officers' Reception, the Family Event,
and the Annual Dinner.
The second category is for families
that boast more than one IMA member
in their ranks! When one member
registers for the All- Events Package at
$495, all other IMA members in the
immediate family may register for the
Family IMA Member Package at $395!

Single Wy Registration Option
This year, once again, we are
offering the Single Day Registration
Option! If you are unable to attend the

entire conference, but are available for
one day, take advantage of this single
day program. You can choose to attend
on Monday, Tuesday or Wednesday
and earn up to seven hours of CPE
credits for the day. Plus you'll get a
participant's manual and lunch.
The daily registration fee is $250 for
members, $295 for nonmembers.
Please join us by simply filling out the
"Single Day" option on the registration
form. ■

hzy/
Integrated Cost.
Management Course
All 1992 Annual Conference
participants can now choose to
attend a four -day technical course in
lieu of the Concurrent Sessions. This
year's technical course, "Integrated
Cost Management," is a special 12
hour course presented by IMA and
Ernst & Young. Technical course
participants will earn 12 credits. The
Integrated Cost Management course
runs Sunday, June 21 through
Wednesday, June 24,1:45 PM to
5:00 PM.
The Integrated Cost Management
course presents a proven "activity
based" approach to strategic
decision making and features actual
case studies of Process Value
Analysis (PVA) and Activity Based
Costing (ABC) presented by
implementors for the companies
involved. In addition, there will be a
demonstration workshop of
software solutions.
This course is limited to the first
100 participants — register today! ■
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Exit at Peachtree Center, follow the
enclosed walkway to the hotel. It's that
simple!
How does my employer benefit
when I attend the IMA Annual
Conference?
The conference enhances the
professionalism of attendees and
strengthens the organizations in which
they work. It provides a unique networking opportunity for members to share
ideas with colleagues from many other
organizations and industry segments.
The educational program is designed
to allow attendees the flexibility of
selecting the topics of most interest to
employers. And the CPE credits earned
satisfy a major portion of the mandatory
education requirements for CMAs and
CPAs.
The editors would like to thank Tom
Luczynski for his many contributions to
this article. For general questions about
the upcoming Annual Conference,
June 21 -24, 1992 call Victoria Mullen
800 - 638 -4427,#3 and for specific
registration questions call Veronica
Frank 800 -638 -4427,ext. 2S7. ■
®

®

Just what is the Annual
Conference?
Tom Luczynski, president of the
Atlanta Chapter, attended the
1991 Annual Conference in Chicago —
his first conference. Here are a few of
his thoughts.
"I've always enjoyed attending
IMA chapter meetings. The
Annual Conference is like an
entire year of IMA chapter
meetings packed into three -anda -half days. It's outstanding. I
learned a great deal from all the
meetings, met a lot of wonderful
people and had a fun time ...."
The Annual Conference is a gathering of
leaders not only in our profession, but
in government and industry. You'll have
the opportunity to learn what's on our
professional forefront. And while you're
learning, you can be earning as many as
21 CPE credits.

©

Questions & Answers
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How can I justify spending $495
for an All- Events Package to
my employer?
Explain that the conference offers
21 hours of CPE credit, which is
$23.60 per hour of CPE. That's quite
a deal! In addition, the fee includes a
continental breakfast each morning,
lunch for three days, and dinner for
two nights, including the Family Event.
Do employers usually pay 100%
of the conference costs?
Most employers do pay 100% of
the costs to attend the conference.
Some agree to pay part. The important
thing is to ask.
Are there other savings that
I can discuss with my employer?
Yes. Because your lodgingand the
conference sessions are held at the
Atlanta Marriott Marquis, which is
centrally located downtown, there are
no extraneous transportation costs!
And, getting from the airport to the
hotel couldn't be easier! You can ride
MARTA, the rapid rail system in
Atlanta. For $1 you can ride from the
airport to within one block of the hotel.

Networking Opportunities Abound
Every Annual Conference provides
participants with numerous opportunities to make professional and
career - oriented contacts. You'll swap
stories with your peers in a friendly,
no- pressure environment, as well as
meet leaders in business, government,
industry and IMA.
In light of our current recessionary
times, attending this year's conference is
more critical than ever. If you are
looking to advance your career or if
you've recently become unemployed,
the contacts you make in Atlanta could
prove invaluable.

If you're job - hunting now, you don't
have to wait until the conference to
make important contacts. IMA has
just introduced 900 - SUM -MARY, a
telephone -based job listing service.
900- SUM -MARY (900- 786 -6279)
contains hundreds of current job
openings at all levels, nationwide.
This service is intended for members
only. When you call, you can specify
your salary and location requirements,
as well as your area of interest. That
way you hear only about the openings
that are geared toward you — saving
you time and money. The cost is

S °

When you register for the Annual Conference before April 27th, you're entitled
to a substantial discount of as much as $55 per person. Be sure to take advantage
of this special savings opportunity.
IMA has arranged special airfare discounts with Delta Airlines for conference
participants. You'll enjoy as much as 45% off regular fares. To take advantage of
these savings, you or your travel agent may call Delta at 800- 241 -6760 between
8 AM and 11 PM daily. Be sure to mention IMA's file number — H0223. Certain
restrictions may apply and seats will be limited.
Don't wait to enjoy your savings — register today!

nominal — $1.95 the first minute and
only 95d for each additional minute.
Employers may post job openings
free of charge. If you are seeking to fill
an open accounting position, call 313662 -0250 and identify yourself as an
IMA member. We'll quickly add the job
description to our roster.
The Annual Conference and 900 SUM-MARY are invaluable membership tools on your path to success. ■

McLeod Society Celebrates
its 57th Year
The Stuart Cameron McLeod Society,
the honorary organization of past
national officers and directors, has
scheduled its Annual Dinner Meeting
and Dance on Monday, June 22, 1992,
at the Marriott Marquis. The dinner
will be preceded by the induction of new
members at a formal ceremony. In
addition, a Club Room will be provided
for members of the Society. ■

INSTITUTE OF MANAGEMENT ACCOUNTANTS
ANNUAL CONFERENCE
ATLANTA, GEORGIA
JUNE 21- 24,1992
HOTEL. RESERVATION FORM
Complete all information requested and mail to the
Atlanta Marriott Marquis, 265 Peachtree Center
Avenue, Atlanta, GA, 30303 by May 25, 1992.
NO PHONE RESERVATIONS WILL BE
ACCEPTED.
2. WRITTEN CONFIRMATION of your reservation
will be sent by the Hotel.
3. Rooms are held until 6 PM on arrival date unless
guaranteed for late arrival. Reservations may be

guaranteed by supplying major credit card
information on this form or by sending one night's
deposit directly to the Hotel after confirmation is
received from the Hotel.
4. ALL CHANGES AND CANCELLATIONS
should be made directly with the Hotel in writing.
The phone number for the Hotel is (404) 5866172. This number should be used only for last minute changes or cancellations.

ATLANTA 1l %RR10TT MARQUIS
ACCOMMODATIONS

RATES

ROOM TAX

Single(s) 1 person

$130

13%

Double(s) 2 persons — I bed

$130

13%

Double(s) 2 persons — 2 beds

$130

13%

Suites available upon request.
Please contact Lillian Johnson (404) 586 -6172.

Indicate type of room requested:
Single

Yes
_

CHECK -OUT TIME: NOON

No
Time

Yes

Depa r tu r e da t e_ J

J

No

Guaranteed to:

Person to whom confirmation should be mailed:
(Please type or print)
Name

American Express

VISA

Card Number

Signature

CHECK -IN TIME: 4:00 PM

Suite

Guaranteed late arrival:

Expiration Date:

CHILDREN UNDER AGE 18 FREE WHEN
SHARING ROOM WITH A PARENT.

Name of Occupants (Bracket names sharing room)

Double

Rollaway needed?
Arrival date

RESERVATIONS WILL BE HELD UNTIL 6:00 PM
UNLESS ACCOMPANIED BY A DEPOSIT OR AN
ACCEPTED CREDIT CARD NUMBER AND
SIGNATURE.

MasterCard

Company
Address

/

City

State _Zip

Phone Number (

)

Complete and mail form to:
Atlanta Marriott Marquis
265 Peachtree Center Avenue
Atlanta, GA 30303

Complete and mail form to:
Atlanta Marriott Marquis
265 Peachtree Center Avenue
Atlanta, GA 30303

1992�TMA�ANTNUA1,�CONTERENCE�—�ATLANTA,�GEORGLA

IMA Member No.

Circ le profes s io nal
designation(s):

Peel label from original mailing panel and affix here.

only
C MA
CP A

(99)

CIA

(97)

Nu m ber of
ParWcipants

In dicate
4mounr

REGISTRATION
If label is incorrect or missing, please print the following:

CITY, STATE, ZIP CODE

l x

NNNQ &-I VAR] N-ITRIM

#

$250 $

Emeritus Life Associate

#

$250 $

(l7)

(

#

$495 $

Member

#

$550 $

uirf_;

t t0

#

$395 $

Family IMA Member*

#

$450 $

(2n1

#

$1915 S

Spouse

#

$250 $

(27)

#

$145 $

#

$200 $

tM

#

$150 S

#

$205

(40)

#

$150 $

Non -Tour Spouse*
Program for Teens
12 years & older
Program for Pre -Teens
6-11 years

#

$205 $

44-,

$195 $

Student

#

$250 $

(12►-)

$625 $

Nonmember

#

$680 $

is(u.l

tt

$495 $

it i d_ .

#

$195 $

aallt

(12!
(50)

Telephone number where you may be reached during the day. Please check one if applicable:
� �member�is�making�an�address�correction.
� �nonmember — please send me membership information.

In dicate
Am ount

(ln

NAME
MAILING ADDRESS

After April 27
Nu m ber of
Parliei nfs

E

(9R)

COMPANY

CHAPTER
NAME—

I

Oo or Before April 27
Use

#

$440 $

n6i

k284

#

_

$140 $

S p i wa

_

1271-1

"Inc lude s al l event~ e xc ept di nner .

FIRST NAME OR NICKNAME AS DESIRED ON BADGE
(W ednesday Evening)

SPOUSE'S FIRST NAME OR NICKNAME AS DESIRED ON BADGE (IF REGISTEREDI
(14)

CHILD'S FIRST NAME(S) OR NICKNAME(S) AS DESIRED ON BADGE(S) (IF REGISTERED)
SOCIAL SECURITY NO.
Social Security number is required if you want IMA to maintain a computerized record of your continuing
education credits for this Annual Conference.
Attention CPAs: This Conference qualifies for up to 21 hours of CPE credits. IMA is an approved sponsor in
all states and is registered with NASBA.

ENCLOSED IS:

� �Person al�Check

� �Company�Check

TOTAL REMITTANCE $
CHARGE TO MY:

� �American�Express

� �VISA

� �MasterCard

Card Num ber
Required for aU credit cards:
Expiration Date

#

; ; `;

Me mb e r

55

Sp ou se

(14)
#

$

Me mbe r

#

S 55 S _

rls1

Spous e

#

$ 55 $

( ^91

1

55

t

(Sunday Eveni ng)
1151

(291

+

+

55

-.

5

SINGLE DAY (Circle One)
Me mbe r
Nonmember

Mon. (21)
# _

Tues. (m)

M o n . (3 1)

Tues. (32)
# _

# _

# _

Wed. (23)

# _

$250 $

Wed. (33)

# _

$295 $

Course material for INTEGRATED COST MANAGEMENT SEMINAR Option*
$25 $
(24)
Seminar is limited to 100 people. Seminar participants must also be registered for ALL- EVENTS PACKAGE.

$
Signature
Registration accepted only if accompanied by payment.
Make check payable to: INSTITUTE OF MANAGEMENT ACCOUNTANTS

Refund Policy - Full refunds will be nude on cancellations received by
June R. 1992. Registr ations cancelled after Ju ne R. 1992 are suhject to a
cancellation charge of $100. No refunds will be made on tanceIIauons
received after June 15. 1992. Cancellations must be ronftnned in writing.
You may subsBtutr another individual poor to the conference. Simply notify
IMA rcpi uar of this change.._, ^e rr ,. � � .. , c� nom, rffifr cmr

MAIL TM S FO RM AND REM ITTAN CE IN U. S. F1IJH Dg TO:
Of H' 1f I 9gc mellt Al'C 011mtamt. S
An n u a l C o n f e r e n c e R e g i s t r a t i o n
1 0 P a r a g o n D r i ve

Montva le. NJ 07645 -1760

Registration Information
This year; IMA is introducing
three new registration
categories for the Annual
Conference. Here is an
overview of each. If you
qualify, simply mark the
appropriate category on the
reverse side.
Family IMA Member All Events Package — Second and
subsequent members of the
immediate family of an IMA
member who are also IMA
members may register for the
All- Events Package at a reduced
rate. Immediate family is
defined as spouse, child living
at home, or significant other.
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Non -Tour Spouse Package —
Spouses who wish to attend
only the National Officers'
Reception, the Family Event
and the Annual Dinner may
choose this reduced rate
option. This package does not
include use of the hospitality
area, lunches or tours.
Integrated Cost Management
Course — In lieu of attending
concurrent sessions, members
may register for this special
four -part course. The course
will be taught daily from 1:45
PM to 5:00 PM. Participants
will earn 12 CPE credits upon
completion. Class size is
limited to the first 100 people
registered.

CPE

Registered with the National
Association of State Boards of
Accountancy as a sponsor of
continuing professional education on
the National Registry of CPE
Sponsors. State Boards of
Accountancy have final authority on
the acceptance of individual courses.
Complaints regarding registered

sponsors may be addressed to
NASBA, 545 Fifth Avenue, New
York, NY 10017 -3698, or call 800 CPA-CPE1.
IMA Sponsor Numbers: Arizona 275;
Delaware CS93; Florida 1 -229;
Illinois 158 - 000574; Indiana
CE90000333; Maryland 265; New
Jersey 313; New York B90 -23; North
Carolina 82 -0158; Pennsylvania PX437-L; Texas 28; Washington 00319
and NASBA 90- 00005 -92.

INSTITUTE
OF MANAGEMENT ACCOUNTANTS
10 Paragon Drive

Montvale, NJ 07645 -1760
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introducm The
FinancialSoftiVareThat's
Behind Americz?s Most
Successful Companies.
y

From the canyons of Wall Street to the
Sun Belt to Silicon Valley.
Wherever you find successful
companies you'll find something else:
The Masterpiece® series of
financial software.
It's the most
advanced and integrated
MO
accounting solution ever
developed. Across all of Gt's conpadgq
ArchriectureFnr
l
7Yrc90sprotects
our major
hardware
and enhances the
platforms (IBM mainvalueg -eryCA
s4 l aresolatron.
frame and midrange,
Digital VAX, Unisys, and Data
General) Masterpiece delivers a single,
comprehensive, approach to all of your
financial needs. An integrated series
of high - performance Masterpiece
modules address: General Ledger and
Financial Reporting, Purchasing and
Payables Management, Receivables
and Credit Management, Fixed Asset
Accounting, Order and Inventory
Management, and Project and Labor
Cost Tracking.
Because it's built on top of a
relational foundation, Masterpiece
delivers superior integration and
performance. It's also easily tailored
to your company's specifications and
offers a unique custom reporting
facility along with distillation,
analysis, data manipulation and
outstanding presentation tools.
Call 1 -800- 645 -3003for complete information on Masterpiece. Call
today and learn the difference between
software for accounting —and software
for success.

01990ComputerAssociates International, Inc..
711 Stewart Avenue, Garden City, NY 11530 -4787.
All trade names referenced are the trademarks or registered
trademarks of the respective manufacturer.

Circle No. 18

Saralee Corporation Enjoys
Sweet SuccessWith Fast Tax

One Of America's Leading
Chooses The Leader

Consumer Products Companies
In Automated Tax Systems.

"Some people are surprised at how diversified we are at Sara Lee," says Jim Hahn,
Senior Tax Manager. "In addition to bakery products, we also own Hanes hosiery,
Kiwi shoe care, Jimmy Dean meats and
much more. Such diversification means
our tax challenges are enormous. With
about 100 domestic and 400 foreign entities,
and a centralized 35- person tax department,

we needed a comprehensive software solution ... and
we got it with System 5 from Fast -Tax. We compared
and tested the product thoroughly. System 5 has
proven to be the right solution for Sara Lee now,

V 459TR 7 7

and it has the power to grow with us in the future."
Sara Lee Corporation is one of over 1,800 companies
using Fast -Tax. To have your cake and eat it too, call
1 -800 FAST -TAX, ext. 7332. G I R
In Texas, 2141250 -7332. t.00nRUrazU> � nc RESEARGH
Circle No. 19

