relation to existing standards, if any,
in order to help explain a material
fluctuation in the gross profit margin.
This could lcad to the discovery of un-
recorded purchascs and sales, inven-
tory valuation errors and other related
errors, or frauds or embezzlements. In
manufacturing companics the cost of
materials and labor, per unit produced,
may be compared with estimated or
standard costs. These analyses are rela-
tively simple when the products pro-
duced are similar, More sophisticated
techniques may be called for when
there is a considerable product mix.

Some significant expensc items also
lend themselves to independent review.
For cxample, advertising expense may
be compared with statistical data main-
tained by the company’s advertising
manager or agency.

‘There is no limit to what an ac-
countant’s experience and sophistica-
tion will suggest as to ways and means
of appraising the reasonableness of a
period’s results.

—Locke GRAYSON, CPA

ABSTRACTS FROM REPORT OF SPECIAL
COMMITTEE ON APB OPINIONS

A special committee of the American
Institute of Certified Public Account-
ants, created to study the operation
and status of the opinions of the Ac-
counting Principles Board, recently
concluded its study and submitted an
historic report.

Because of the great import of cer-
tain of the recommendations of the
Committee, they are here reproduced
for the benefit of thosc who may not
have had access to, or read the report.
The provisions omitted deal essentially
with administrative aspects.

Recommendation.No.._1._At_the
earliest possible time, the Board
should:

(a) Set forth its views as to the
purposes and limitations of published

financial statements and of the inde-
pendent auditor’s attest function.

(b) Enumerate and describe the
basic concepts to which accounting
principles should be oriented.

(c) State the accounting principles
to which practices and procedures
should conform,

(d) Define such phrases in the audi-
tor’s report as ‘“present fairly” and
“gencrally accepted accounting prin-
ciples.”

(e) Consider, with the committee
on auditing procedure, the possibility of
improving the terminology of the audi-
tor’s report, and in particular the words
“generally accepted” in the expression
“generally accepted accounting prin-
ciples.”

(f) Define the words of art cm-
ployed by the profession, such as “sub-
stantial authoritative support,” *con-
cepts,” “principles,” “practices,” “pro-
cedures,” “assets,” “liabilitics,” “in-
come,” and “materiality.”

Recommendation No. 2. The Board
should move toward the reduction of
alternative practices in accounting by
adopting policies under which it will:

(a) Recognize the objective that
variations in treatment of accounting
items generally should be confined to
those justified by substantial differ-
ences in factual circumstances.

(b) Set forth in its Opinions the
criteria for application of such ac-
ceptable variations.

(c) In an Opinion dealing with a
situation which the Board believes
justifies alternatives even though there
is no significant difference in factual
circumstances, set forth the treatment
to be preferred, and require disclosure
of the treatment followed.

Recommendation No. 4. In its 0p-
cration, the Board should:

(a) Establish a long-range program
to deal with the whole accounting and
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reporting spectrum, and in furtherance
of the program assign priorities and
iarget dates.

(b) In the assignment of priorities,
give major attention to the funda-
mentals described under Recommenda-
tion #1, at the same time recognizing
the necessity of dealing from time to
{ime with matters which require cur-
rent attention.

(c) To accomplish these objectives,
designate subcommittees for long-range
planning and for consideration of
fundamental matters distinct from those
dealing with current issues.

Recommendation No. 5. In the de-
velopment and cvolution of its Opin-
ions, the Board should:

(a) Set forth in its Opinions a com-
prehensive background of the subject,
the problem areas likely to need atten-
tion, the cc i and the r i

supporting them, and illustrative appli-
cations.

(b) Except wherc otherwise spe-
cifically indicated, make its Opinions

pplicable to ial for
fiscal periods starting after the dates
of the Opinions.

(c) Adopt a formal procedure to
provide review, at regular intervals, of
its issued Opinions, from the stand-
point of acceptance, continued applica-
bility, or changed conditions.

Recommendation No. 7. A reason-
able period of time having then elapsed
for education and adaptation of the pro-
fession to Council’s action in October
1964, regarding disclosure of depar-
tures from Opinions of the Board,
Council in 1968 should approve, and
propose to the membership of the In-
stitute, an amendment to the Code of
Professional Ethics to cover infractions
of these disclosure requirements.

Put Idile
Corporate
Funds in

a Savings
Account at
New York

& Suburban

No minimum requirements. Your
corporate account is a genuine (g
savings account with the same &/
deposit and withdrawal privileges %
avallable to any individual saver.

CURRENT DIVIDEND (:
0,

4-3 0 /0 ;aylaat;uar(erly C

New York & Suburban

FEDERAL SAVINGS & LOAN ASSOCIATION
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The Institute

on Federal Taxation
announces two courses
Federal Income Taxes
Today

Tuesday evenings, 6:15-8 p.m.,
October 12-January 25

Tax Management of
Executive Compensation
and Employee Benefit
Programs

Wednesday evenings, 6:15-8 p.m.,
September 29-January 19

For full details, call SPring 7-2000,
Extension 8043, or write:
Division of General Education

EW Y UNIVERSITY
1 Washington Square North
New York, N.Y. 10003
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