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Response of the 
Financial Accounting Standards Board 
And Financial Accounting Foundation 

To An inquiry From 
Senator Thomas F. Eagleton, Chairman 

Subcommittee on Governmental Efficiency 
And the District of Columbia, 

Committee on Governmental Affairs 
United States Senate 

April 19, 1978 



Financial Accounting Standards Board 

Donald J .  K i r k ,  Chairman 

April 1 9 ,  1978 

The Honorable Thomas F .  Eagleton 
Chairman 
Subcornittee on Governmental Efficiency 

and the Di s t r i c t  of Columbia 
Committee on Governmental Affairs 
United States  Senate 
6222 Dirksen Senate Office B u i l d i n g  
Was h i  n q t o n  , 0. C .  2051 0 

Dear Senator Eagleton: 

Enclosed i n  t r iDl ica te  are o u r  responses t o  the seventeen numbered 
questions directed toward the Financial Accounting Standards  Board t h a t  
accompanied your l e t t e r  of April 3 ,  1978. As you requested, t o  meet 
your  April 24 ,  1978 schedule and t o  make our response most useful t o  
your Subcommittee, we have kept our repl ies  brief and d i rec t ly  t o  the 
p o i n t .  

I trust tha t  your Subcommittee will f i n d  t h a t  the actions taken by the 
Financial Accounting Standards Board and the Financial Accounting 
Foundation are  responsive t o  the concerns expressed by Senator Metcalf 
and the Subcommittee on Reports, Accounting, and Management and go a 
1 ong way toward imp1 ementing those recommendations i n  the Subcommittee' s 
November 1977 report  t h a t  r e l a t e  t o  the Financial Accountinq Standards 
Board. 

S i ncerel y , 
FINANCIAL ACCOUNTII'IG STANGARDS BOARD FINANCIAL ACCOUNTIJG FOUNDATION 



Prefatory Comments 

Starting in December 1976, the Structure Committee of the Financial 
Accounting Foundation ( F A F )  undertook a comprehensive review of the 
basic structure of the Financial Accounting Standards Board (FASB) and 
Financial Accounting Standards Advisory Council (FASAC) , including the i r  
s ize ,  composition, functions, and operations. The report of the Committee, 
"The Structure of Establishing Financial Accounting Standards , I '  was 
published in April 1977. ( A  copy i s  attached as  Exhibit 1 . )  

Almost immediately thereaf ter ,  a jo in t  Action Committee consisting o f  
several FAF Trustees and several FASB members was appointed t o  work o u t  
the most appropriate steps for imp1 ementing the recommendations of the 
Structure Committee, some of which required changes in the FAF Certif icate 
of Incorporation and By-Laws or FASB Rules o t  Procedure and others of 
which required the adoption or revision of certain operat ing oolicies by 
the Founda t ion  and the Standards Board or i t s  Chairman. 
FASB Rules of  Procedure amended and restated effective January 1 ,  1978 
i s  attached as Exhibit 2.  
revised FAF Certif icate of Incorporation and By-Laws , FASAC operating 
procedures , and operatinq and administrative procedures for FASB task 

( A  copy of the 

Appendices t o  t h a t  document set  fo r th  the 

- 
forces. ) 

On April 14 ,  1977, the FAF and  FASB subm 
on Reports, Accounting, and Management a 
Subcommittee's s t a f f  study, "The  Account 
attached as Exhibit 3.) 

On ADril 2 1 .  1977 Marshall S. Plrmstrons, 

t ted t o  the Senate Subcommittee 
Statement of Pos i t ion  on the 
ng Establishment." ( A  copy i s  

then FASB Chairman, and Alva 0.  
Way ,' then Chai rman of the FAF Commi t te;  a on Government Re1 a t  i ons and now 
FAF President, t e s t i f i ed  a t  accounting hearings conducted by the 
Subcommittee. 

On June 20,  1977, i n  a supplemental submission t o  the Subcommittee, 
Messrs. Armstrong and Way reported on the progress t h a t  had been made t o  
t h a t  date i n  implementing the recommendations. 
Exhibit 4 . )  

( A  copy i s  attached as 

As. the following responses t o  the 1 7  questions accompanying Senator 
Eagleton's l e t t e r  of April 3,  1978 will indicate, substantial action has 
been taken and significant progress made in the nine months since June 
1977 t h a t  i s  consistent with the policy goals expressed by the Subcommittee 
on Reports, Accounting, and Management i n  i t s  November 1977 report 
ent i t led "Improving the Accountability o f  Publicly-Owned Corporations 
and  Thei r Auditors. I'  

Moreover, as also indicated i n  the following responses, the FAF Trustees 
and the FASB recognize t h a t  progress and improvement i s  a continuing 
process of review, evaluation, and, when appropriate, change. 

T h u s ,  the FAF Trustees and the FAF Structure Committee are continuing 
increased oversight of the work o f  the FASB and FASAC. 
short and longer-range operating and project p l a n s  and progress reports,  
and discusses i t s  plans a n d  progress a t  regularly scheduled meetings of 
the Trustees and FASAC. 

The FASB prepares 

The Trustees have determined t o  conduct periodic 



Prefatory Comments (continued) 

comprehensive Structure Cornmi t t e e  reviews o f  
and FASAC,  and d u r i n g  interim periods t o  rnon 
the objectives established in the April 1977 
Committee. On i t s  p a r t ,  the FASB i s  c o n t i n u  
organization and operations and i s  currently 
those recommended by the Structure Committee 
considering s t i l l  others. 

the o rations f the FASB 
t o r  progress i n  terms of 
report o f  the Structure 
ng t o  review i t s  internal 
implementing changes beyond 
and i s  introducing and 

A copy o f  the 1977 annual reports o f  the FAF and FASB i s  attached as 
E x h i b i t  5 .  E x h i b i t  6 contains a l i s t  o f  the Board's technical ac t iv i t i e s  
since the April 1977 Structure Committee report. 
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Question 1 ( a )  

Please indicate whether or n o t  meetings of the following are open t o  the 
public: . - 

1 )  Financial Accounting Foundat ion .  
2 )  Financial Accounting S t a n d a r d s  Board. 
3 )  
4 )  Project task forccs. 

Financial Accounting Standards Advisory Council. 

Response t o  Ouestion l ( a )  

Meetings of the Foundation, the Standards Board, the Advisory Council, 
and project task forces are a l l  open t o  public observation--as are 
meetings o f  other FASB groups and committees such as the Screening 
Committee on Emerging Problems and the Advisory Group on Accounting and 
Reporting for. Nonbusiness Entit ies.  

Ouestion .1 ( b )  

How i s  the public notified o f  such meetings? 

Response t o  Question 1 ( b )  

The public i s  notified of such meetings by the mailing of a Notice of 
Meetings t o  interested parties who have subscribed for a nominal fee. 
Meeting notices are also sent t o  news media and certain qovernment agencies. 
Notices of  Meetings include meeting agendas i n  suff ic ient  detail  t o  
enable interested parties t o  make informed decisions whether t o  attend. 
Meeting notices issued since inception of the open meeting policy are 
attached as Exhibit 7 .  

Question 1 ( c )  

Please l i s t  any jus t i f ica t ions  w h i c h  are used t o  close a l l  or a p o r t i o n  
o f  t h e  meetings held by each of the fo l lowing  groups: 

1 )  Financial Accounting Foundation. 
2 )  Financial Accounting Standards Board. 
3 )  Financial Accounting Standards Advisory Council. 
4 )  Project task forces. 
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Response t o  Question l ( c )  

Meetings of the Foundation, the Standards  Board, the Advisory Council , 
and project task forces may be closed t o  public observation only t o  the 
extent t h a t  the discussion relates t o :  

1 )  Administrative matters, such as peyionnel rules ,  practices, 
and matters, including matters w i t h  respect t o  selection, removal, 
promoti on , or sal a r i  es ; 

2 )  Privileged matters, matters specifically exempted by s ta tu te  
or order from public disclosure, or proprietary information of a qeneral 
character and s t a t i s t i ca l  d a t a  and re1 ated explanatory material submitted , 
and information and data requested by the Standards  Board, under confidential 
treatment; 

J 3)  Information of a personal nature, disclosure of which would 
consti tute a n  unwarranted invasion of  personal privacy; or 

4 )  Matters t h a t  concern participation in procedings in court or 
other involvement in judicial or other legal or regulatory proceedings 
or matters involving legis la t ive,  executive, or other governmental 
bodies. 

Any meeting ( o r  p o r t i o n  thereof) w i t h  a l eg is la t ive ,  j u d i c i a l  , executive, 
or other governmental body or i t s  representatives will be closed t o  
public observation i f  so requested by or on behalf of such body. 

The foregoing reasons for closing a meeting are narrower t h a n  those 
permitted government agencies by the Government in the Sunshine Act. 
instance, the FASB and the other organizations cannot close a meeting on 
a determination t h a t  premature disclosure of  information m i g h t  lead t o  
speculation, endanger the s t a b i l i t y  of an o r g a n i z a t i o n ,  or significantly 
f rustrate  implementation of  action. 

7 

For 

Question 1 ( d )  

Please indicate when an open-meeting policy went i n t o  e f fec t  f o r  each of  
the above-mentioned groups ( F A F ,  FASB, FASAC, and project task forces) , 
along w i t h  an approximate percentage o f  total  meeting time which has 
been open since the policy became effective.  

Response t o  Question l ( d )  

Group 

Open Meeting 
Pol icy Went 
I n t o  Effect 

F o u n d a t i o n  December 1 9 ,  1977 
Standards Board January 1 , 1978 
Advisory Counci 1 January 1 ,. 1978 
Project task forces January 1 , 1978 

Percentage of 
Total  Meeting 
Time Open t o  

Public Observation 

See Note--p.3 
100% 
100% 
100% 



- Note: 
meeting policy went i n t o  e f fec t ,  one on December 1 9 ,  1977 and the other 
on March 9 ,  1978. Approximately 15 minutes of the December meeting and 
a one-and-one-half hour working l'uncheon a t  the March meeting were 
closed t o  public observation for  discussion of selection, personnel , and 
regulatory matters, and the minutes for  both meetings, which are in the 
public f i l e s ,  ref lect  the matters considered d u r i n g  the closed portions 
o f  the meetings. 

The Foundation has held two one-day meetings since the apen- 
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Q u e s t i o n  2 

How has t h e  FASB i nc reased  involvement  i n  i t s  ope ra t i ons  f rom a l l  
segments o f  i t s  broad c o n s t i t u e n c y ?  

Response t o  Quest ion 2 

Among t h e  s teps  t h a t  have been taken t o  i n c r e a s e  t h e  p a r t i c i p a t i o n  
o f  t h e  Board 's  broad c o n s t i t u e n c y  i n  t h e  s t a n d a r d - s e t t i n g  process a re  
t h e  f o l l o w i n g .  

1 )  The Trustees o f  t h e  F i n a n c i a l  Account ing Foundat ion,  who a r e  
r e s p o n s i b l e  f o r  a p p o i n t i n g  members o f  t h e  Standards Board and t h e  Adv iso ry  
Counc i l ,  a r e  themselves now appointed by  a Board o f  s i x  e l e c t o r s ,  each 
r e p r e s e n t i n g  one o f  t h e  s i x  o r g a n i z a t i o n s  sponsor ing t h e  Foundat ion:  

0 American Account ing A s s o c i a t i o n  (educa to rs ) .  

0 American I n s t i t u t e  o f  C e r t i f i e d  P u b l i c  Accountants (CPAs, 
app rox ima te l y  h a l f  o f  whom a re  i n  p u b l i c  accoun t ing  
p r a c t i c e ,  t h e  remainder i n  i n d u s t r y ,  government, educat ion,  
e t c .  ) . 

0 F i n a n c i a l  Ana lys ts  Federa t i on  ( s e c u r i t y  a n a l y s t s  and 

0 F i n a n c i a l  Execu t i ves  I n s t i t u t e  ( f i n a n c i a l  s ta tement  

investment  a d v i s e r s ) .  

p r e p a r e r s ) .  

0 

n N a t i o n a l  A s s o c i a t i o n  o f  Accountants ( f i n a n c i a l  s ta tement  

0 S e c u r i t i e s  I n d u s t r y  A s s o c i a t i o n  ( s e c u r i t i e s  d e a l e r s  and 

p r e p a r e r s ) .  

investment  bankers) . 
P r e v i o u s l y ,  Trustees o f  t h e  Foundat ion were appointed by  t h e  Board o f  
D i r e c t o r s  o f  t h e  American I n s t i t u t e  o f  C e r t i f i e d  Pub7 i c  Accountants.  

2 )  No l o n g e r  a r e  f o u r  o f  t h e  seven members o f  t h e  FASB r e q u i r e d  
t o  have had t h e  m a j o r i t y  o f  t h e i r  p r o f e s s i o n a l  exper ience i n  p u b l i c  
accoun t ing  p r a c t i c e .  
t o  seek thelbest q u a l i f i e d  persons w i t h o u t  rega rd  t o  d i s c i p l i n e .  

and now has i t s  own o p e r a t i n g  procedures and s t a f f .  
m i s s i o n  o f  FASAC i s :  

Under t h e  r e v i s e d  FAF By-Laws, t h e  new standard i s  

3) The Adv iso ry  Counci l  has been r e s t r u c t u r e d  and r e v i  t a l  i zed, 
As r e d e f i n e d ,  t h e  
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"The Financial Accounting Standards Advisory Council has an 
integral advisory role in establishing and improving financial 
accounting and reporting. As an organization of knowledgeable 
and experienced individuals, the Council i s  t o  work closely 
w i t h  the Standards Board i n  an advisory capacity t o  assure that  
the views of the members are consistently and effectively com- 
municated t o  the Standards Board on a timely basis.' '  

The Foundations's By-Laws and the FASB's Rules of Procedure have been 
amended t o  require t h a t  the FASB s o l i c i t  the views of members of FASAC 
w i t h  respect t o  the FASB's operating and project plans, agenda and 
p r io r i t i e s  thereunder, appointment of task forces,  as well as on a l l  
major technical issues. 

4 )  Persons have been appointed t o  the Advisory Council who are 
knowledgeable about the special needs and problems of  small and medium 
sized public accounting firms, small businesses, a n d  users of the financial 
statements of small businesses (see the response t o  Ouestions 1 3  and  1 4 ) .  
Also, persons have been appointed t o  the Advisory Council t o  communicate 
public in te res t  points of  view. As examples of this  representation on 
the Advisory Council, new appointees include the former Secretary o f  the 
Department of  Housing and Urban Development; former Chief Accountant of 
the Securities a n d  Exchange Commission; and one of the nat ion 's  leading 
advocates o f  shareholder r ights .  A complete l i s t  o f  Advisory Council 
members i s  included as p a r t  of the response t o  Question 9 .  

- _  

5)  To make the Advisory Council more independent, i t  now has i t s  
own salaried chairman. Previously, the Chairman o f  the FASB also served 
as Chairman of FASAC. Mr. Paul  Kolton, former Chairman and Chief Executive 
Officer of  the American Stock Exchange, i s  the new Chairman of FASAC. 
An Executive Director of FASAC has also been appointed. 

6 )  
Council and the Screening Committee on Emerging Problems, and made 
available t o  the public for comment before the Interpretation i s  adopted 
by the Board. 
be sent t o  the Advisory Council. 
t h a t  do n o t  se t  new accounting standards b u t  rather c l a r i fy ,  explain, or 
el aborate on previously established standards. 

Drafts of FASB Interpretations must now be sent t o  the Advisory 

Previously, the Rules required only t h a t  d raf t  Interpretations 
Interpretations are FASB pronouncements 

7 )  As explained more ful ly  in response t o  question 6 ,  t o  e l i c i t  
the broadest possible i n p u t  t o  the Board i n  connection w i t h  a p u b l i c  
hearing, before deliberations begin, the Board has begun publishing a 
brief summary document o u t l i n i n g  the major issues i n  layman's language. 
In  addition, the Board will continue t o  publish a comprehensive dis-  
cussion memorandum t o  a s s i s t  those who wish t o  address the more detailed 
theoretical and implementational issues. 

8) The Board has begun experimenting w i t h  the format of i t s  
public hearings in an  e f fo r t  t o  encourage more participation and better 
understanding of the issues. 
members of the s t a f f  have participated,  a long  w i t h  members of the Board, 

A t  i t s  two most recent hearings, for example, 

in the discussion w i t h  persons making oral presentations. 
committee o f  FASAC has been appointed t o  study the Board's overall pub1 
hearing process. 

w i t h i n  i t s  l ibrary,  t o  simplify public access t o  the l e t t e r s  o f  comment 
statements of  position, public hearing testimony, and other background 
materials relating t o  technical projects. 

A special 

9 )  The Board has established a separate public reference room 

C 
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10) Starting ir! July 1977, the Board began t o  publish in i t s  
news1 e t t e r  , Status Report, correspondence relating t o  requests t h a t  the 
Board has received t o  interpret  or amend existing pronouncements, t o  add 
new matters t o  the technical agenda, and t o  comment on proposals of 
other organizations such as the A I C P A  Accounting Standards Executive 
Committee or the International Accounting Standards Committee. 

1 1 )  The fact  that  meetings of the Board are now held in the ''sunshine" 
enables interested members of the Board's constituency t o  keep abreast 
of the tentative thinking of individual Board members and the tentative 
leanings of  the Board as soon as t h a t  thinking and those leanings are 
identifiable.  

1 2 )  The Board has begun t o  make greater use of the expertise of 
members o f  i t s  task  forces throughout the period d u r i n g  w h i c h  a project 
i s  on the Board's technical agenda a n d ,  especially,  t o  help resolve 
imp1 ementation problems af te r  a pronouncement i s  issued. Drafts of 
Interpretations and amendments are now sent t o  members of  the relevant 
task force for comment before adoption. Previously, task forces had 
been disbanded when the discussion memorandum was issued--prior t o  the 
beginning of Board deliberations on the issues. 

13)  
members, the s t a f f ,  and.  FASAC and task force members t o  engage in a 
dialogue w i t h  the public on matters before the Board, and t o  permit FASAC 
and task force members t o  circulate papers being reviewed by them. Board 
and s t a f f  members are encouraged t o  accept speaking invitations from 
varied organizations th roughou t  the country, and a speaking program i s  
being coordinated by the Board's Public Relations Counsel. 

The Rules of Procedure have been revised t o  encourage FASB 

14)  The Board has recently hired a Government Relations Manager, 
MS. Patricia Pride, who will be based in Washington. She will coordinate 
the Board's l iaison ac t iv i t i e s  w i t h  Federal agencies and Congressional 
commi t tees .  
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Question 3 

How has the o r g a n i z a t i o n  of the FASB been strengthened? 

Response t o  Question 3 

I n  addition t o  developments discussed in response t o  Question 2 ,  the 
organization of the FASB has been strengthened in a number of other 
ways, i ncl udi ng: 

1 )  I n  the f a l l  of 1977, the s t a f f s  of the Research and Technical 
Activit ies Division and the Emerging Problems Division were merged into 
a single professional s t a f f  under the leadership of a Director of 
Research and Technical Activit ies.  This consolidation i s  intended t o  
achieve more e f f ic ien t  use of s t a f f ,  greater f l ex ib i l i t y  i n  assigning 
personnel t o  projects , and improved communication w i t h i n  the s t a f f .  

The position of Director of Research and Technical Activit ies 
has been elevated t o  essent ia l ly  t h a t  of a Board member. 
i s  responsible for organizing, administering, and  implementing a l l  of 
the FASB's technical ac t iv i t i e s .  Michael 0 .  Alexander, formerly a 
partner of Touche Ross & Co. , joined the FASB i n  February 1978 as i t s  
new Di rector o f  Research and Technical Acti vi t i es . 

2 )  
The Director 

3)  Two Assistant Directors of Research and Technical Activit ies 
have been appointed t o  newly created posi tions--one w i t h  responsibility 
for  scheduling and control of projects and s t a f f  development, and  the 
other with responsibil i ty for technical reviews of s t a f f  work plus 
special oversight assignments on phases of segments of the conceptual 
framework project. 

4 )  
double i t s  technical s t a f f  by the end of 1978--to a total  of 42 professionals. 
The program i s  now more than half completed, and the technical s ta f f  numbers 
35. A t  the same time, an e f for t  i s  under way t o  broaden and increase the 
experience levels and a b i l i t i e s  of  the s t a f f .  T h a t  e f for t  i s  reflected b o t h  
i n  the recruiting ac t iv i ty  and in a planned internal s t a f f  development program. 
An increase i n  the number of FASB fellowships (including appointment of the 
Board's f i r s t  industry fellow) has also augmented the technical s ta f f  a n d  
enhanced i t  w i t h  a frequently changing variety of  up-to-date experience i n  
the practical application of accounting standards. 

5)  The project administrative assistants--paraprofessionals who 
as s i s t  the technical s t a f f  i n  preparing the distributing materials for 
technical agenda projects--are now part of the Research and Technical 
Activit ies Division. 
Admi n i  s t r a t i  on.  

In mid-1977 the Board began a recruit ing program designed t o  

Previously they were supervised by the Director of 

6 )  
or the Board Chairman have been shifted t o  the Director of  Research and 
Technical Activit ies and the professional s t a f f ,  thus freeing Board 
members t o  focus on major issues. 

A number of  ac t iv i t i e s  heretofore conducted by Board members 

For example: 
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e Board members generally will not  serve as chairman or 
members of project task forces. 
a much greater role in the work of the t a s k  force, in 
some cases serving as task force chairman. 

Staff persons now play 

e The Board no longer must formally approve the issuance of 
a Discussion Memorandum. Under the revised Rules o f  
Procedure, t h a t  i s  a responsibility o f  the FASB Chairman 
"or his designee." The Chairman expects t o  designate the 
Director of Research and Technical Activities t o  approve 
issuance of Discussion Memorandums in most cases. 

e Board members no longer have any direct  responsibility for 
drafting Exposure Drafts or final Statements and Interpretations. 
This i s  now the fu l l  responsibility of the Director of Research 
and Technical Activit ies.  
comprised of  b o t h  Board and s ta f f  members had been appointed 
for each technical agenda project. 

Heretofore, a " d r a f t i n g  committee" 

7 )  Detailed written procedures have been prepared for such matters 
as ( a )  scheduling Board meetings, ( b )  establishing the agenda for Board 
meetings, ( c )  preparing and reviewing minutes of Board meetings and 
other meetings, ( d )  preparing and distributing materials t o  Board members 
in advance of Board meetings, and ( e )  public announcements of  action 
taken by the Board. 

8)  
i s  i n  the process of  formalizing i t s  plans for i t s  continuing oversight 
ac t iv i t i e s .  Those plans call  for the conduct of a comprehensive review 
of the operations o f  the Board and the Advisory Council every four or 
five years and certain monitoring ac t iv i t i e s  d u r i n g  the interim years. 

The Structure Committee of the Financial Accounting Foundation 
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Quest-ion 4 

What has been done t o  accelerate the FASB's work pace? 

Response t o  Question 4 

I n  addition t o  the actions described in response t o  Question 3 ,  steps 
taken t o  accelerate the FASB's work pace include: 

1 )  The Board's Rules of Procedure now require i t  t o  prepare and 
submit t o  the FAF Trustees short and longer range operating and project 
plans. 
Trustees, t o  review periodically the Board's plans and i t s  progress in 
implementing those plans. The Board's technical plans are described in 
greater detail  in response t o  Question 5. 

The FAF By-Laws were amended t o  change the voting requirement 
f o r  issuance o f  an Exposure Draft ,  a f i n a l  Statement, or an Interpretation 
from five-out-of-seven t o  a simple majority. This could have the practical 
e f fec t  o f  f ac i l i t a t i ng  the issuance of pronouncements. 

The FAF By-Laws have been similarly amended t o  require the 

2 )  

3) The Board i s  drawing more heavily on available resources 
outside the FASB s t a f f .  For example: 

0 I n  August 1977 the Board undertook t o  sponsor a research 
study on the objectives and  basic concepts underlying 
financial statements of nonprofit en t i t i e s  , which may 
lead t o  Board agenda projects on t h a t  topic and on 
financial reporting by s t a t e  and local governmental 
units. That study i s  being conducted by Professor 
Robert N .  Anthony of Harvard University, and will be 
published by the FASB within the next month. 

0 The Board has asked William D.  Hall, a partner of 
Arthur Andersen & Co., t o  prepare, w i t h  the assistance 
of an FASB task  force, a forthcoming Discussion Memorandum 
on "Effects of Price or Rate Regulation on Accounting for 
Regulated Enterprises. I' 

0 The .Board i s  presently sponsoring four research studies t h a t  
are being conducted by outside researchers, t o  augment i n -  
house research capabi l i t ies .  Dur ing  1977 several other Board- 
sponsored studies conducted by outside researchers were completed. 

o As mentioned i n  response t o  Question 2 ,  the Board plans t o  
make continued use of i t s  task forces a f t e r  the Discussion 
Memorandum for a project i s  issued, including seeking the 
counsel o f  task force members i n  resolving implementation 
problems that a r i se  a f t e r  a f inal  Statement i s  adopted. 

o The Board intends t o  experiment w i t h  other forms of and 
opportunities for 'I 1 everagi ng" as we1 1 .  
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Question 5 

What p l  anning goal s have been establ ished? 

Response t o  Question 5 

After consulting w i t h  the members of . i t s  Advisory Council , the Board 
prepares short and longer range plans for technical projects on a 
regular basis. The plans include estimated timing, where reasonably 
determinable. 
the plans are the interrelationships of various projects,  the perceived 
urgency t o  resolve issues i n  a pariicular area,  the time required under 
the Board's "due process'' t o  complete major phases of projects, and 
projected technical s ta f f  personnel requirements. 

Among the factors considered i n  developing and updating 

The Trustees of the Foundat ion  review the Board's plans and i t s  progress 
' a t  each FAF meeting. 

The Board's current technical plan i s  attached as E x h i b i t  8. 

Beginning in October 1977, the Board has published in i t s  newsletter 
Status Report a summary of  i t s  technical plan. This was published in 
Status Report in January 1978, and a revision will be published a g a i n  
this spring. 
attached as Exhibit 9 .  

Copies o f  the two p l a n s  as published i n  Status Report are 

I n  terms of project planning, the conceptual framework for  financial 
accounting and reporting is  the Board's most important and most far 
reaching project, and i t  i s  consequently of the highest pr ior i ty .  
the framework i s  developed, i t  will become the basis for  a l l  future 
Board pronouncements and  will serve as the point of reference for 
resolving accounting questions in the absence of a specific Board 
pronouncement. 

As 

From the early stages of the project, the Board recognized t h a t  a 
conceptual framework cannot be successfully developed i n  a single 
giant step b u t  must be approached in a ser ies  o f  related steps or 
phases. Work i s  well a l o n g  on the following six phases: 

1 )  Objectives o f  financial reporting (exposure d r a f t  issued).  

2 )  Elements of financial statements -(exposure d r a f t  issued). 

3)  

4 )  Qual i ta t ive characterist ics of  financial information ( w b l  i c  

5 )  

6 )  Cri ter ia  for accounting recognition (discussion memorandum 

Measurement (pub1  i c heari ng he1 d )  . 

hearing held).  

Earnings presentation (discussion memorandum being prepared). 

being prepared). 
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Question 6 ( a )  

Are documents explaining proposed standards i n  1 ayman' s language 
now issued before public hearings are held? 

Response t o  Question 6 ( a )  

Yes. 
"summary of a discussion memorandum's major issues in less technical 
terms." In fact ,  the Board has held three public hearings since the 
report of the FAF Structure Committee was published i n  April 1977 
recommending the pub1 ication of such layman's language documents. Each 
of those hearings was preceded by publication of a layman's language 
overview and summary of major issues as well as a comprehensive discussion 
memorandum: 

The Board's new Rules of Procedure provide for  issuance of a 

Date o f  Hearing Subject 

Length of 
Length of Layman ' s 
Discussion Language 
Memoran dum Document 

360 pp. * 24 pp.  * 
Qual i ta t ive  Character is t ics  

Objectives and Elements 

and Measurement Issues 

Accounting for  Interest 123 pp.  2 PP*  

Aug. 1-2,  1977 Conceptual Framework: 

Jan. 1 6-1 8, 1978 Concep cual Framework : 

Apr. 45, 1978 
costs 

*A single Discussion Memorandum ("Elements o f  Financial Statements and 
Their Measurement'' ) and a si ngl e 1 ayman s 1 anguage overview ( "Scope and 
Imp1 ications of the Conceptual Framework Project'') were issued i n  con- 
nection w i t h  b o t h  the August 1977 and January 1978 public hearings. 

Layman's language summaries will be issued w i t h  future Discussion Memorandums, 
except i f  the Discussion Memorandum i t s e l f  i s  a relatively simple document. 
For instance, a layman's language summary i s  planned t o  be issued a long  
w i t h  the forthcoming FASB Discussion Memorandum on "Interim Financial 
Reporting." 

Question 6(  b )  

Please submit representative copies of any 'such documents. 

Response t o  Question 6 ( b ) -  

Copies of  the two layman's language documents referred t o  i n  the response t o  
Question 6 ( a )  are attached as Exhibits 10 and 11.  
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Question 7 

What has been done t o  review systematically existing accounting 
standards? 

Response t o  Ouestion 7 

These steps have been taken i n  connection w i t h  the Board's review o f  
existing standards: 

1)  The Board's Rules of Procedure have been amended t o  adop t  
specific "review procedures." Section III(H)(6) of the Rules of  
Procedure, which sets  forth those review procedures , i s  reproduced 
as Exhibit 1 2  t o  t h i s  l e t t e r .  

2 )  The Board expects t o  announce publicly within the next several 
weeks a program for seeking comments on those FASB Statements t h a t  have 
been in effect  for  a t  least  two years, v iz .  Statements 1-12 .  This Drogram 
was discussed w i t h  the members of  the Financial Accounting Standards 
Advisory Council a t  the Council ' s  April 19,  1978 meeting. 

3 )  To stimulate research on the impact of FASB pronouncements, 
the Board in early 1977 invited interested persons t o  submit research 
papers deal i n g  w i t h  the economic consequences of financial accounting 
s tandards.  In extending the invitation, the Board announced t h a t  a 
screening committee would review a l l  papers submitted and select  the 
best papers t o  be presented and discussed a t  a conference on economic 
consequences of accounting standards t o  be conducted by the Board in 
ear ly  1978. 
committee selected five winners. The conference was held March 23-24, 
1975. 
(including three Commissioners and the Acting Chief Accountant of the 
SEC) were present for the conference, including five panel discussions. 

Twenty-two papers were submitted, and the screening 

Members of the Board and i t s  s t a f f  and many invited guests 

4)  The FASB i s  sponsoring ,four research s tudies ,  which are 
presently in varying stages of progress, primarily involving economic 
consequences of financial accounting standards established by the Board: 

e Prof. Robert C.  Goshay of  University of  California, Berkeley, 
i s  seeking t o  determine whether any changes in insurance and 
r isk management have resulted from FASB Statement No. 5 ,  
"Accounting for Contingencies." 

e The American insurance Association i s  conducting a study t o  
determine whether any changes i n  reinsurance or other operating 
practices of  a property and casualty insurance company m i g h t  
have resulted from Statement No. 5 .  



0 Prof .  Roland E. Dukes o f  Cornel1 U n i v e r s i t y  i s  s tudy ing the 
impact t h a t  FASB Statement No. 8, "Accountin,g f o r  the 
Trans1 a t i o n  o f  Foreign Currency Transact ions and Foreign 
Currency F inanc ia l  Statements," might have had on market 
p r i c e s  o f  common stocks o f  companies w i t h  f o r e i g n  operat ions.  

0 Profs.  Thomas G. Evans and Wi l l i am R. F o l k s  o f  U n i v e r s i t y  
o f  South Caro l ina are s tudy ing whether any changes i n  fo re ign  
exchange r i s k  management p rac t i ces  o f  American mu1 t i n a t i o n a l  
corpora t ions  might have resu l ted  from Statement No. 8. 

5 )  I n  the  normal course the Board stands ready t o  consider proposals 
t o  amend o r  i n t e r p r e t  i t s  pronouncements, and i t  has done so i n  numerous 
instances, as the l i s t  o f  FASt! Statements and I n t e r p r e t a t i o n s  i n  the 1977 
annual r e p o r t  i nd i ca tes  ( E x h i b i t  5 he re to ) .  
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Question 8(  a )  

What has been 
FASB? 

done t o  broaden the base of financial supoort  for the 

Response t o  Question 8 (a )  

The Trustees of  the Fkundation have adopted a f u n d i n g  program t o  broaden 
public support. Specifically,  t h a t  program i s  based on the principle 
t h a t  no one person, firm, or corporation may c o n t r i b u t e  annually more 
t h a n  the lesser  o f  $50,000 or one per cent of the FASB's annual budgeted 
operating expenses. (The FASB's 1978 budgeted operating expenses are 
approximately $5.8 million.) This will reduce the annualJcontribution 
of each of the eight largest  public accounting firms from the present 
level of $200,000 t o  no more t h a n  $50,000, with the contributions o f  
other accounting firms be ing  reduced as well. An increasingly important 
aspect o f  the FAF/FASB f u n d i n g  i s  revenue from the sale  o f  FASB p u b l i c a -  
tions , reprint  royal t i e s  , and interest  income (see the financial s ta te-  
ments in the annual report in Exhibit 5 ) .  

The position of Execgtive Director o f  the Foundation has been created, 
- and a search i s  under way t o  f i l l  that  full  time post. One responsibil i ty 

of  the Foundation's Executive Director will be t o  seek financial s u p p o r t  
for the FASB from firms and  organizations that  have n o t  heretofore 
contributed. 

Question 8(  b )  

Please submit the most recent l i s t  of those contributing $1,000 or more 
annually t o  the support o f  the FAF, FASB, and FASAC, along w i t h  the 
amounts each contributed. 
t h i s  information in response t o  the May 5 ,  1976 request by the Subcommittee 
on Reports, Accounting, and Management. 

Please follow the same format used in reporting 

Response t o  Question 8(b)  

Following i s  a summary of contributions received by the Financial Accounting 
Foundation for the year ended December 31, 1977. Individual contributors 
and  amounts contributed are detailed i n  the exhibits referenced below: 

Year Ended 
December 31 , 1977 

Broad Categories 
O f  Contributors 

Public Accounting 
Profession 
(see E x h i b i t  13) 

Industry and Commerce 
(see E x h i b i t  1 4 )  

Number o f  
Contributors Amount 

3,120 92 , 080 , 038 

1,749 2 , 187,275 

All Other 
(see E x h i b i t  15)  

77 178.865 ,- ~ 

- 84,446 , 178 
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Question 9 

For the following l i s t ed  g roups ,  please give the number and ident i t ies  
of the persons representing each segment of the FASB's broad constituency 
as defined by the FAF Structure Committee -- the public, the investors 
and creditors,  the analysts, the investment advisers and underwriters, 
the preparers , the a t tes tors  , the educators , the governments. 

\ 

1 )  FAF. 
2 )  FASB. 
3 )  FASAC. 
4 )  Professional s t a f f .  
5 )  Project task forces. 

Response t o  Question 9 

Listed below are the members of each of  the five groups identified i n  
Question 9 along w i t h  their  a f f i l i a t ions  (current a f f i l i a t ions  for FAF 
and  FASAC members; immediate prior a f f i l i a t ions  for FASB members and 
s t a f f ;  and a f f i l i a t i ons  a t  the time of  appointment t o  the task force 
for  task  force members). As explained below, there are real ly  three 
broad segments of the Board's constituency--preparers , a t tes tors ,  and 
users, b u t  in view of Question 9 they are shown separately in the l i s t s .  

Members of the FASB and professional s t a f f  represent the public i n t e re s t ,  
and the i r  p r i o r  a f f i l i a t ions  should n o t  be regarded as a n  indication t h a t  
they represent a narrow constituency. 

While the April 1977 report o f  the FAF Structure Committee d i d  re fe r ,  i n  
several places, t o  particular segments of  the FASB's constituency identified 
i n  Question 9 ,  several of  those segments view the establishment o f  
financial accounting and reporting standards from a common perspective. 
Individual members o f - the  five groups may be classi f ied w i t h  two or more 
of the segments. I n  par t icular ,  investors, creditors,  analysts, and 
investment advisers are a l l  external financial statement users who rely 
on the information communciated by management in financial statements t o  
make, or t o  advise or represent others in making, investment and lending 
decisions. By relying on financial statements prepared i n  conformity 
w i t h  standards established by the FASB, these external users are ,  i n  a 
sense, the "consumers" of  the Board's product. Because of the i r  common 
perspective, t o  categorize a member of FASAC or a task force, for  example, 
as representing only a certain narrow class of  external user i s  often 
unnecessarily arbitrary.  

W i t h  regard t o  classifying "the public" as a separate segment of the 
Board's constituency in addition t o  investors, creditors,  preparers , 
a t tes tors ,  e t c . ,  i t  i s  perhaps more appropriate t o  regard investors, 
creditors,  preparers, a t tes tors ,  e tc .  as seqments of the public. 
aggregate, these various segments of  the Board's constituency comprise 
the public. The introduction t o  the Board's revised Rules of Procedure 
follows th i s  approach when i t  se t s  forth the principal purpose of the 
FASB as follows: 

I n  the 
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" I t s  principal purpose i s  t o  issue Statements of Financial 
Accounting Standards designed t o  establish or improve standards 
of  financial accounting and reporting for the guidance and education 
of the public, including issuers,  a t tes tors  and users of financial 
information, investors , creditors , educators , and government. 

By weighing carefully the evidence and views p u t  forth by each of the 
various segments of i t s  constituency in the course of a Board agenda 
project, i t  i s  the FASB i t s e l f  t h a t  represents the public interest  in 
the accounting standard-setting process. 
below persons are n o t  identified as representing "the public." 

For t h a t  reason , in the 1 i s t s  

Two FASB groups,  the Screening Committee on Emerging Problems and the 
Advisory Group on Accounting and Reporting for Nonbusiness Ent i t ies ,  
are very much l ike  FASB task forces, t h o u g h  they are n o t  expressly 
called task forces. Ident i t ies  and a f f i l i a t ions  o f  members o f  those 
two groups are l i s t ed  below, following the l i s t  of task force members, 
i n  response t o  Question 9.  

Not included i n  the l i s t  of task force members below are the many persons 
from various government agencies who have participated in the work of 
task forces as "observers" rather t h a n  as  members--general ly  because 
of agency restr ic t ions on the i r  serving as off ic ia l  members. Government 
observers have fu l l  r ights of participation identical t o  task force 
members, and they do not hesitate t o  exercise those rights.  A representative 
of the Office of the Chief Accountant of the SEC has participated w i t h  
every one of the FASB's project task forces since the inception of  the 
Board, and a member of the s ta f f  of  the CASB has participated i n  most. 
In the past two years, the number o f  observers from other government 
agencies and Congressional committees has increased. To c i t e  a few 
examples, observers t o  the extractive industries task  force, i n  a d d i t i o n  
t o  those from the SEC and CASB, represented the General Accounting 
Office, the Federal Power Commission, the Federal Energy Administration 
( n o w  Department of Energy), and the House Commerce Subcommittee on 
Oversight and Investigations. Representatives o f  the Department of 
Labor, the Pension Benefit Guaranty Corporation, the Task Force on 
Pension Plans of the U.S. House of  Representatives, the SEC, and the 
CASB participated in the work of  the Board's pension task forces. 
Participants from government agencies in the FASB task force on rate- 
regulated enterprises come from the S E C ,  CASB, Department o f  Health, 
Education , and We1 fare ,  Federal Energy Regulatory Commi ssion , Federal 
Communications Commission, Civil Aeronautics Board, General Accounting 
Office, and Inters ta te  Commerce Commission. 

In some cases, persons are appointed t o  membership on a project task 
force or one of the other groups identified in Question 9 because of  
the i r  unique professional or technical expertise, rather t h a n  as members 
o f  a particular segment o f  the Board's constituency. 

.J 



-1 7- 

F I NAN C I AL ACCOUNT I NG FOUNDATION 

Trustee Current Affil iation 

Norton M .  Bedford Professor of Accountancy 
University of I l l ino is  

John C .  Biegler 

Michael N .  Chetkovich 

Daniel F. Crowley 

J .  0 .  Edwards 

Richard S.  Hickok 

Russell E .  Palmer 

Stanley J .  Scott 

Walter P .  Stern 

Alva 0 .  Way 

John C .  Whitehead 

Senior Partner 
Price Waterhouse 8 Co. 

Managing Partner 
Haskins & Sells  

Executive Vice President 
McGraw-Hi 11 , Inc. 

Control 1 e r  
Exxon Company, U.S.A. 

Managing Partner 
.Hurdman and Cranstoun 

Managing Partner 
Touche Ross & Co. 

Managing Partner 
Alford, Meroney & Company 

Senior Vice President. 
Capital Research Company 

Senior Vice President 
General Electric Company 

Partner 
Goldman, Sachs & Co. 

Category 

Educators 

Attest ors 

Attestors 

Preparers 

Preparers 

Attestors 

Attestors 

Attestors 

Users 

Preparers 

Users 
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FINANCI L ACCOUNTING ST NDARDS BO RD - 

Affiliation Prior t o  
Appointment t o  the Board Board Member 

Oscar S .  Gellein 

Donald J .  Kirk 

John W. March 

Robert A. Morgan 

David Mosso 

Robert T. Sprouse 

Ralph E. lrlalters 

Partner, Haskins & Sells 

Partner, Price Waterhouse & Co. 

Partner, Arthur Andersen & Co. 

Controller, Caterpillar Tracter Co. 

Fiscal Assistant Secretary , 
Department of the Treasury 

Professor, Stanford University 

Partner, Touche Ross & Co. 
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FINANCIAL ACCOUNTING STANDARDS ADVISORY C O U N C I L  

Counci 1 Member 

Donald W. Beatty* 

Carl A. Beck* 

Victor H .  Brown* 

John C.  Burton* 

William E. Buxbaum 

Joseph P .  Cummings 

Samuel A.  Derieux* 

George 11. Dixon* 

George E. Doty* 

Robert G., Espie* 

Wary A. F inan*  

Lewis D .  Gilbert* 

Current Affil iation 

Municipal Finance 
Off i cers As soci a ti on 

President 
Charles Beck Machine 
Corporation 

Control 1 e r  

(Indiana) 

Vice President & 

Standa rd  Oi 1 Company 

Professor of  Accounting 
Columbia University 

( Former Chief Accountant , 
Securities a n d  Exchange 
Comm i s s i on ) 

Treasurer 
E .  I .  du P o n t  de 
Nernours & Co. 

Deputy Sen i or Partner 
Peat, Mami ck, Mi tchell 

& co. 
(Chai-rman, International 
Accounting Standards 
Commi t tee ) 

Partner 
Deri eux , Baker , 
Thomson & W h i t t  

President 
F i rs t  Bank System, Inc. 

Partner 
Goldman, Sachs ti Co. 

Vice President & 

Aetna Life & Casualty Co. 
Corporate Comptroll e r  

Partner 
Arthur Young & Company 

Investor & Publisher 

Category 

Government 

Preparers 

Preparers 

Educators 

Preparers 

Attestors 

Attestors 

Users and  Preparers 

Users 

Preparers 

Attestors 

Users 

*New member effective January 1 ,  1978. 
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FINANCIAL ACCOUNTING STANDARDS ADVISORY COUNCIL 

(CONTINUED) 

Counci 1 Member 

John A.  Grady 

Carla A .  Hills* 

Charles T .  Horngren 

Robert C .  Isban* 

James J .  Kerley 

Paul Kolton* 

Allan Kramer 

I r v i n g  B .  Kroll 

Raymond C .  Lauver 

Theodore R .  Lilley 

Archie M .  Long 

Current Affil iation 

President and Chief 
Executive Officer 

National Bus Traffic 
Association, Inc. 

( Former Di rector,  
Bureau of Accounts, 
Inters ta te  Commerce 
Commission) 

Latham, Watkins & H i 1  1 s 
(Former Secretary, 
Department of Housing 
and Urban Devel opment) 

Professor of Accounting 
Stanford University 

Executive Vice President 
Man u f ac t u re r s H.a n o ve r 

T r u s t  Co. 

Executive Vice President 
Monsanto Coilipany 

Chai rman , FASAC 
(Former Chairman , 
American Stock 
Exchange ) 

General Counsel 
Haskins & Sells  

Partner 
Kenneth Leven t ha 1 

& Company 

Partner 
Price Waterhouse & Co. 

Pres i dent 
Financial Analysts 
Federation 

Comptrol 1 e r  
General Motors 
Corporation 

Category 

Government 

Users 

Educators 

Users 

Preparers 

Users 

Attestors 

Attestors 

Attestors 

Users 

Breparers 

*New member effective January 1 ,  1978: 
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FINANCIAL ACCOlJNTiNG STANDARDS ADVISORY COUNCIL 

(CONTINUED) 

Counci 1 Member Current Affil iation 

James W .  Nethercott Senior Vice President 
and Secretary 

Company 
The Proctor & Gamble 

William C .  Norby Senior Vice President 
Duff and Phelps, Inc. 

Brenton H .  Rupple* Pres i dent 
Robert W. Baird & Co. 

Ezra Solomon 

A. A .  Sommer, J r .*  

Elmer B .  S t a a t s  

Robert B. Sweeney 

Robert C.  Thompson 

James R. Waterson" 

Hays T. Watkins" 

Char1 es A .  Werner 

Arthur R .  Wyatt* 

Professor of Finance 
Stanford University 
(Former member President's 
Council of Economic 
Advisers) 

Partner 
Wi Imer.., Cutler, 

& Pickerjng 
(Former Commissioner , 
Securit ies and 
Exchange Commission) 

Comptrol 1 e r  General 
of the United States 

Professor of Accounting 
University o f  Alabama 

Vice President Finance 
Shell Oil Company 

Fi rs t  Vice President 
Commercial Loan Department 
Detroit Bank and Trust Co. 

Chairman of the Board 
Chessi e System, Inc. 

Partner 
Alexander Grant & 

Company 

Partner 
Arthur Andersen & Co. 

Category 

Preparers 

Users 

Users 

Educators 

Users 

Government 

Educators 

Preparers 

Users 

Preparers 

Attest ors 

Attestors 

*New member effective January 1 ,  1978. 
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PROFESSIONAL STAFF OF THE FASB 

S t a f f  Member Position on FAStl Staff  

Michael 0.  A1 exander" D i  rector of Research 
and Technical Activit ies 

Alex T. Arcady* Pract i ce Fell ow 

d .  T .  Ball 

Paul Bruce* 

Assistant Di rector of 
Research and Technical 
Activities--Emerging 
Probl ems 

industry Fell ow 

Jules M. Cassel Project Manager 

Michael J.. Cohen* Project Manager 

William C .  Colona" Project Manager 

Thomas F. Cox Practice Fell ow 

Donald L .  Gromwell* Practice Fell ow 

Alf M. Eastergard Technical Associate 

Charles J .  Evers* Project Manager 

Joseph L.  Fischer* Technical Associate 

Herbert K .  Folpe* Project Manager 

Previ ous Pos i t i  on 

Partner 
Touche Ross & Co. 

Manager 
Ernst & Ernst 

Research Associate 
American Ins t i tu te  

o f  Certified Public 
Accountants 

Admini strator of 
Financi a1 Disci osure 
Reporting 

Company 
I n  ternat i ona 1 Hzrves t e r  

Manager 
Peat, Marwick, 
Mitchell 2 Co. 

Manager 
Coopers & Lybrand 

Manager 
Peat, Marwick, 
Mitchell & Co. . 

Supervisor 
Peat, Marwick, 
Mitchell & Co. 

Manager 
Main Lafrentz & Co. 

Researcher and Reviewer 
Elmer Fox, Westheimer 

& co. 

Partner 
Peat, Marwick , 
Mitchell & Co. 

Supervisor 
Hoffman-LaRoche Inc. 

Partner 
Rothstei n , Harrow 

& Folpe 

*Joined the FASB s t a f f  a f t e r  April 1 ,  1977. , 
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PROFESSIONAL STAFF OF THE FASB 

(CONTINUED)  

Staff Member 5 Position on FASB Staff Previous Position 

Jeffrey 0.  Harris Technical Assistant Senior Accountant 
Ernst & Ernst 

Doug1 as Hart* Techni cal Associate Manager 
I . W i 1 1 i am Go1 dberg 

& co.  

Sandra A.  Hibberd* Tec h n i  cal Ass i s tan  t Senior Accountant 
Ernst & Ernst 

Glendon R. Hildebrand Assistant Director of Manager 
Research and Technical Arthur Andersen & Co. 
Activi ties--P1 a n n i n g  
and Control 

Diana L.  Kahn Tec h n  i ca 1 As soc i a t  e Financial Analyst 
Exxon Corp. 

Robert L .  Koons Project Manager 

Paul R .  LePage Project Manager 

Manager of  Accounting 

Shell Oil Co,. 
Research 

Pr inc ipa l  
Arthur Young & Company 

Moshe S. Levi t i n *  Technical Associate F i  nanci a1 Analyst 
Securit ies and  
Exchange Commission 

Norman E .  Mattson Project Manager Manager 
Price Waterhouse & Co. 

Edward J .  McGowen Senior Technical Adviser Partner 
Alexander Grant & Company 

Paul R .  Moverley Senior Technical Associate Supervisor 
Ford Motor Company 

F r a n k  C .  Mum* Technical Associate Securi t i e s  Compl i ance 
Examiner 

Exchange Cornmi ss  i on 
Securities and 

*Joined the FASB s t a f f  a f t e r  April 1 ,  1977. 
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PROFESSIONAL STAFF OF THE FASB 

S t a f f  Member 

Philip A.  Ohlson" 

Paul A .  Pacter 

Kei t h  Shri ver 

E .  Raymond Simpson* 

George J .  Staubus 

Robert C .  Steiner 

Reed K. Storey 

William D. S t o u t  

Terry W .  S t r o u t  

John A. Willis" 

( C O N T I N U E D )  

Position on FASB Staff 

Senior Technical Associate 

Executive Assistant t o  
the Chairman 

Technical Associate 

Project Manager 

Academic Fell ow 

Practice Fellow 

Assistant Director of 
Research and Technical 
Activities--Review 

Technical Associate 

Assistant t o  the 
Chairman 

Senior Technical Associate 

.- 

"Joined the FASB s t a f f  a f t e r  April 1 ,  1977. 

Previous Position 

Manager 
Alexander Grant & Co. 

Manager 
Hurdrfian and Cranstoun 

Senior Accountant 
Peat, Marwick, Mitchell 

& co. 

Manager 
Alexander Grant & Co. 

Professor 
University of 

Cal i fornia--Berkel ey 

Manager 
Haskins 8 Sells  

Professor 
Baruch Col 1 ege 
City University of  
New York 

Senior 
Coopers & Lybrand 

Senior 
Price k'aterhouse e( Co. 

Assistant Vice President 
Union Carbide Corporation 
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FASB PROJECT TASK FORCES 

Aff i l ia t ion  a t  Time of 
Task Force Member Appointment t o  Task Force Task Force 

Paul M. Albert, J r .  Morgan Stanley & Co. Interim F i n .  Reporting 

Martin Y. Alonzo AMAX, Inc. I n t e r e s t  Cost: 

Incorporated 

Extractive Endus tri es 

M. L. Alper Internat ional  Telephone & Telegraph Conti  ngenci es 
Corporati on 

Loren Al te r  A l l s t a t e  Insurance Companies Contingencies 

Rsbert N. Anthony Harvard University Con c e p t ua 1 F raniewo r k 

Hector R. Anton Haskins & S e l l s  Debtors and Creditors 

John H .  Austin 

Kenneth S .  Axelson J .  C. Penney Company, Inc. Leases 

!di 11 i am J . Eadecker Hurdman and Cranstoun Segments 

David A. Baker Boston Company, Inc. Leases 

Andrew Barr American I n s t i t u t e  of CPAs Mater ia l i ty  

P h i 1 adel ph i a El e c t r  i c Company Rate Regul a t ion  

Preston C .  Basset t  Towers, Perr in ,  Forster & Crosby, Inc. Employee 3enef i t  Plans & 
Accountinq b y  Employers 
f o r  Pensions 

'Idillian H .  Beaver Stanford University Material-i t y  

Norton M. Bedford University of I l l i n o i s  a t  
Urbana-Champai g n  

R&D and Similar Costs 

Char1 es Benore Mitchell Hutchins, Inc. Rate Regulation 

George S. Bissell  Massachusetts Financial Services,  Inc. Mater ia l i ty  

Jack Bixby Texas Eastern Transmission Co. Rate Regulation 

Frank E .  Block Bache Halsey S t u a r t  Shields ,  Inc. Concept ua 1 Framework 

Dean M. Bloyd Tesoro Petrol eum Corporat i  on Extract ive Industr ies  

John F. Bogaard Consultant , formerly w i t h  the Business Combinations 

Duane R .  2ors t  Inland Steel 

Horace Brock North Texas S t a t e  University Extractive Industr ies  

R .  Gene Srown Berkel ey B i  o-Engineeri ng  Co. Mater ia l i ty  

Internal Revenue Service 

Con c e p t u  a 1 F r mew o r k 



-26- 
FASB PROJECT TASK FORCES 

(CONTINUED) 

Aff i l ia t ion a t  Time o f  
Task Force Member Appo in tmen t  t o  Task Force Task Force 

!J. Warren 2rcwn Ftmeri can Tel ephone & Tel egraph Rate Rep1 a t i  on 

Vi c t3r  H., Brown Standard Oil Company ( I n d i a n a )  Business Ccnbinations 5 
.Extractive I n d u s t r i  ,os 

Dudley E. Brcwne LockheEd Aircraft  R&O and Similar Cost: 

John Suelt Price Waterhouse & Cc. Rate' Regulat ion 

George N . Sufr'i ngton National Assoc. of Real Es ta tz  
Investnent Trusts, Inc. 

Czrl 8 .  Burger Geo. 5 .  Olive & Co. 

John C .  S u r t o n  

h d y  Czpei 1 i 

Cg 7 uin b i a U n i 14 e rs i %y 

Peat, Mardick, Mi tchei 1 & Co . 

Jchn S .  Ck;scy Oonai cison, Lufkir! & Jenre t te ,  Inc 

E M n  Clernens 

Wayland Cce 

R e d  L. Colegrove 

Forest Oi 1 Corpcrati on 

U. 5. Depzrtmnt of Ltbor 

Coopers 8 Lybrand 

Sarold Cohan 5 .  0. Leidehdorr' & Co. 

C:aude Colantoni Universi ty  of Pennsylvaniz 

Debtors 2nd Creditors 

Employee Benefit Plans 3 
Accounting by Employers 
for Pens ions 

Extractive Industries 

Extractive Industries 

Enployee Senefi t ? I  m s  

Rate Regul a t i  on 

Debtors and Crifdi tors 

Rate Regulation 

Eugene E .  Ccnisksy Purdue Uni wrsi t y  Conceptual Frtmelrrork 

Camonweal 3-1 Edi son Company Future Lossss Goroon 2 .  Corcy 

Pucnan L. Crafts ,  J r .  StudebakEr-Wor~bington Inc. 8usiness C~a5inzcicns 

Ai lan  C.  Crene A .  0. Smi th  Ccr7orzt ion I n t g r i m  F i n .  Recorti nn 

J m e s  H. Crowlsy 

Ckvid  N. Culp 

T'ne Aetna Life & Casualty C3. 

David 1y. Cu lp  8 Co. 

F u t u r g  L ~ s s e s  

Josech Cumi ngs Peat, Mar,qick, Iclitcheil & Co. Fore? cn  Currency 
Tras  1 a t i  on 

Sernard F. Curry Norgan Cuaranty Trust Co. 

C1 enrent H. Darby 3ui lders I n v e s t x n t  G m u p  

Employee 3 e c e f i  t P i  ans  

De5tors and Crcdi t3 rs  
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FASB PROJECT TASK FORCES 

(CONTINUED) 

Affiliation at Time of 
Appointment to Task Force Task Force Task Force Member 

S i  dney 3avi d s m  

2 c S e r t  S .  Oavis 

i h i l i g  3 e f l i o ~ 2  

Uni ve rs  i t y  of Chicago Le% e5 

S t .  P a ~ l  Companizs, Inc. 

Coopers & Lybrand 
Columbia University 

Gebtorz and Credi tGrs Merri.7 1 Lynch, Pierce, Fenner 
2, Smith Inc. 

John  S .  de Grzffenried 

Transareri cz Ccrporzti on 

Arthur Andersen & Co. Fgrei gn Currency 
Trans 1: at: cn Marvin Oeupree 

Andrew M. devoursney Rate Remlation United A i  r l  i nes 

Zsrnara 2 .  Ooyie General Electric ComrJany Accounting b y  EnGlq /e rs  
for Psnsicns 

A *:>I . . _L ,  W. Drew 

Robert C .  Orummond 

Peabcdy Gal i o n  Corporat ion 

+ ! ~ b i !  G i  7 Coqoration 

Seg7en ts  

Extractive Induscri sg 

Co n c e p t u  a 1 F r arnewo r k 

2 3  h Similar Costs 

:IcGiadrey, Fanson, 5unn 2 C.0. 

Pricg Waterhouse & Co. 

C c r, c 29 ‘c xi 1 F r 3 mewu r k 

Extractive industries M e r t  E.  Field 

E h r d  P .  Fischer Nobi 7 Oi 7 Corporation Foreicn Currency 
Translation 

Frzn k Fo rzs t e r  - i-lorgsn Guzranty i rust Company 
o f  York 

Foreion Currency 
Translation 

liiiliam C .  Foster 

Anthony Fox 

h w  York University S e q e n  ts 

Connecti cu: General Li fz 
Insurance Ccrncany 

Debtors’ and Creditcrs 
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FASB PROJECT TASK FORCES 

(CONTINUED ) 

Task Force Member 

T i l f o r d  C .  Gains 

2ober t  a. Gilmre 

J .  Scmcer 5 o u l d  
J 

John A .  Gracy 

Clyde 2 .  Grzves 

F. M i l i i a m  Gridley 

Ray J .  G r a v s  

Harvey V.  Guttry,  J r .  

Mill iam 0. Hall 

Gonala J .  lLtayes 

A f f i l i a t i o n  a t  Time o f  
Appointment t o  Task Force Task Force 

Manufacturers h o v e r  Trust Co. ?tatEri z ?  i sy 

A1 za Carporation 

DeGoyl er & Xac:laugnton 

Arthur Young 2 Ccnpzny Sep€!l ts 

In%erstzte Csmerc-l Commission P,&D z n i  8 iz i lEr  Costs 

Consul t z n t ,  %rixr:y w i t h  'ch2 American Future Losres 
Mutual Insurince Alliance 

University of Chicis0 Interim F i n .  Regort ins  

.4r:kr hdersen  8 Conpany Rate Regulation 

'rlhite & Case Debtors anc C:%j x r s  

The Dow Chmical Company 

Coopers & Lybrand 

Future Losses 

Future Losses 

Arthur Young S Conpany Interest  Costs 

F,!i chae? 3 .  Eernandsz Kidder, ?eabody & Co. Rate Resul a t i o n  

Ernest L. Hicks Arthur Young & Company Accounting by Employers 
for Pensions 

- 
Thomas L.  Hoiton ?-t, Narnick, Mitcheli & C S .  irlateri a7 i t y  

Fred C .  Huebner h'isccnsin Public Servicz Ccmijj+I'.: Rate Regulation 

Stanley PI. H u n t  General irlills, Inc. Segmen ts 

John ' r i . Ingraban Ci ti carp Concegtua 1 Framework 

Z o b e r t  J .  Isbzn Manufacturers Hznover Trust Co. Intsrest Cost & Debtors 
and  Crecii tors 
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FASB PROJECT TASK FORCES 

( CONT I NU ED ) 

Affiliation at Time of 
Appointment to Task Fore  Task Force Task Force Member 

Ernest C. danscn ,  Jr. 

Robert J .  Joedicke  

Kmneth P .  Jcnnson 

Coopers h Lybrand Extractive Industries 

Kuhn, Loeb & Co. De5tors and Cre4i tcrs 

Coopers & Lyorand Sus iness  Corainzticns & 
I n t S r E S t  Cos ts  

Orace Johnson 

!dilliam K. Jones 

Robert S. Kay 

Ohio State  University 

Columbia Univers i ty  

Touche Ross & Co. 

4&0 and S imi i z r  Costs 

Rate Regulation 

Business Cornbinaticns t 
I n t e r e s t  Costs 

Fzul J .  Kelsey 

J c c k  F. Kincsnnon 

Alf& ?!. King 

The Pi1 l sbury  Company 

Sears, Roebuck and Co. 

American Appraisal  Arsoci a t e s  
I n co r? o r 2 t 24 

30 s p i t2 1 FI n a nc i a 1 i s l a  n q e q m  t 
Associ a t i  on 

In te r im F i n .  22oor t inc  

Int,lr2s': Costs 

Rats Regu1atic.n 

Susiness  Carhinztions. ikru1 d Q. Langenderier 

F u t u r g  L o S s ~ S  

R&D ana S imi l z r  Costs 8 
Accouri t i  ng by Empi oyers 
for P e n s i o n s  

R&O and S i m i l z r  Costs R o b e r t  E. Leech 

Tel edyne , Inc. J .  Spencgr Letts,  
%qui rz 

2 

T h a d o r z  R.  L i l l e y  Finznci a1 Anzlysts F d e r i t i o n  &mlovee Btner'it Plzns : 
A c c o u n t i n g  by h p l O . v r S  
f o r  Pensions 
D e b t o r s  and  C r e d i t o r s  Peter C .  L i n c o l n  

Arriericm instittlte or' C?$s 

Pennzoi 7 Ccmpany 
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FASB PROJECT TASK FORCES 

(CONTINUED) 

Aff i l ia t ion  a t  Time o f  
Task Force Member Appointment t o  Task Force Task Force 

Oral Luper Exxon Company, U.S.A. Conceptual Framework 

W .  Fletcher Lutz Alexander Grant & Company Leases 

Robert A .  Malin The First Boston Corporation Business Combinations 

John W .  March Arthur Andersen & Co. R&D and Similar Costs 

Edward R .  Marshall 

Robert K. Mautz 

Maurice H .  Mayo 

William McChesney Martin 

Randal 8. McDonaldo 

Charles T .  McGarraugh 

Dan McGill 

C .  Edward Hid'gley 

Eugene J . Mini han 

Francis Mlynarczyk, J r .  

Char1 es H .  Montgomery 

Honeywell , Inc. 

Ernst & Ernst 

General Elec t r ic  Company 

Reti red 

Arthur Andersen & Co. 

Northwest Bancorporation 

University o f  Pennsylvania 

Kidder Peabody & Co., Inc. 

Atlant ic  Richfield Company 

C i  t i  bank 

F i r s t  National Bank of Chicago 
and First National Corporation 

Robert A .  Morgan Caterp i l la r  Tractor Co. 

Segments 

Concept ua 1 Framewo r k 

Segments 

Foreign Currency 
Trans 1 a t  ion 

Extractive Industries 

Materiali ty 

Employee Benefit Plans 
and Accounting by 
Employers for Pensions 

Leases 

Mater ia l i ty  

In te res t  Costs 

Debtors and Creditors 

RAD and Similar Costs & 
Interim F i n .  Reporti ng 

T.  Lincoln Morrison, J r .  First National Bank of  Boston R&D and Simi.1 a r  Costs 

Everett L .  Morris Public Service Elec t r ic  & Gas Co. In te res t  Costs 

Gerhard G .  Mueller University of Washington Foreign Currency 
Translation 

Robert B .  Murray Eas tma n Koda k Company Segments 

Robert D. Neary Ernst & Ernst Interim F i n .  Reporting 

Carl L. Nelson Columbia University Future Losses & 
Debtors and Creditors 
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FASB PROJECT TASK FORCES 

(CONTINUED ) 

Affi l ia t ion a t  Time of 
Task Force Member Appointment t o  Task Force Task Force 

Theodore J .  Newton, J r .  Blyth Eastnan Dillon & . C o . ,  Inc. Future Losses 

William 8. Nicol Meaden & Noore ifilateri a1 i t y  

Edmund Noonan Peat, Marwick , Mitchell & Co. Leases & Oebtors 2nd 
Creditors 

William C. Hcrby D u f f ,  Anderson & Clark Seven ts  

Richard E. Nordquest Harsco Corporation 

David ibrr 

Robert A.  Orban 

John W. Ostrem 

C .  Reed Parker 

Russel 1 Parker 

R. MacDonaid Parkinson 

Richard 41. Pol l a r d  

NCR Corpcrati on 

Household Finance Corporation 

D u f f &  Phelps, Inc. , 

Federal Trade Commission 

Clarkson, Gordon & Co. 

Textron , Inc . 
Arthur Young and  Co. 

Touche ?ass & Co. 

:brgan Guaranty Trust Co. of  ;:+! '[ci-i 

The S tanda rd  G i l  Ccmpany (3i; ioj  

Touche Ross 2, Co. 

RSD and Sinilar Costs 2, 
Extracci vs iniustri  es 

Interest Costs 

Interest Costs 

Business Combi nst icns  

Segments 

Foreign Currency 
Translation 

Segments 

Concegtual FrameLiork 

Accounting b:, Gy'1 Dyers 
f o r  Pr-s i;ns 

5 e gll en t 5 

Extract i v e I n d u s t r i e s 

Stanley P .  Porter Arthur Young & Company Extractive Indust * i  5s 

C1 aude Poul i n  UA'A Social Security Department Einnpl oyee Benefi t F 1 ans 

Joseph M. Quigley Northern I1 1 inoi s Gas Company Rat? Regulation 

Henry A .  Quinn P e a t ,  Marwick, Mitchell & Co. Interim Fin. Reporting 

A1 f red Rappaport  Northwestern University Segments 

Dons1 d G .  Reed Duff 2, Phelps, Inc. Business Combinations 

Leonard G .  Reichhard, J r .  Union Service Corp. Future Losses 
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FASB PROJECT TASK FORCES 

( CONT I NUED ) 

Task Force Member 

Robert Renni e 

Gene Renshaw 

Frank C .  Roberts 

Robert I. Rothermel 

Robert J .  Runser 

Frank E .  Russell 

A. Clarence Sampson 

LeoRard Savoie 

Edwin A .  Schoenborn 

Charles W .  Scot t  

Lee J .  Seidler 

Gerald E. Sherrod 

Gordon S h i  1 1  inglaw 

Nelson H. Shapiro 

Roberr: L .  Shultis 

Howard Si 1 verstein 

Charles J .  Simons 

Bracy S m i t h  

Dan T h r o o p  Smith 

George J .  Staubus 

Joseph L .  Stebick 

\ h l  t e r  P .  Stern 

I4i 1 1  iam R .  Stimart 

Aff i l ia t ion  a t  Time o f  
Appointment t o  Task Force 

Toilche Ross & Co. 

Continental Oil Company 

Eaton Corporati on 

Touche Ross & Co. 

The Signal Companies, Inc .  

Indianapolis Newspapers, Inc. 

Securities and Exchange 

Clark Equipment Company 

Irving Trust Company 

Ernst & Ernst 

New York University 

Ci t i  bank 

Cclumbia University 

CAS 8 

Techni con Corp. 

Goldman Sachs and Co. 

Eastern Airlines, Inc. 

U.S. Steel Corporation 

Commission 

Hoover Insti tution on War, Revolu- 
tion €i Peace 

University of California 

Robertshaw Controls Company 

Capital Research Company 

Duke Power Company 

Task Force 

Segments 

Ex t rac t  i v e I ndus i r  i e s 

Segments 

Interim Fin. Repcrti ng 

Concept ua 1 Framework 

MatEri a1 i t y  

Business Combi  nations 

Interim Fin. Reporting 

Interest Costs & 
Debtors and  Creditors 

Debtors & Creditors 

Foreign Currency 
Translation 

Extractive Industries 

Segments 

Gusinesj Conbinaticns 

Concept u a 1 Franewo r k 

Conceptual Framework 

Debtors a n d  Crecii tors 

Interest Costs 

Foreign Currency 
Trans1 a t  i on 

Future Losses 

R&D a n d  Similar Costs 

Materiality 

Rate Regulation 
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FASB PROJECT TASK FORCES 

(CONTINUED)  

A f f i l i a t i o n  a t  Time o f  
Appointment t o  Task Force Task  Force Task Force Member 

Foreign Currency 
Trans 1 a t i  on 

NerriII i y n d ,  Picrc2, ienner A 
Smith  Inc. 

G .  Frances Stone 

ifaskins 8 Sel ls  Kenneth N. StrinGer 

E. Palmer Teng 

Frank J .  Tantola 

Rasenari e T a e ?  ow 

Richard F. Tharp 

Robert C.  Thompson 

Nateri 21 i ty 

Touche Ross & Co. 

U.S. Industr ies ,  Inc. Interim F i n  , Reporting 

Sankers Trust Company Rate Rsgulation 

Fi romzn ' s Fund Insurance CO.  Future Losses 

:hell Oil Company Employee Benefit Plans h 
Accounting by Employers 
for Pensions 

John Utley 

2arry \Ian Senscnoten 

J. V .  Yan Pgl: 111 

Josagh Vzn Viick I I i  

Grooks, Xalker, J r .  

Oeloitt? Haskins & Se? 1 s Rate Regulation 

I\lewrnont Iyi n i  ng Corporati on 

(Retired) Vulcan ;*tatwials Company 

Extractive Industries 

Futurz Losses 

Travelers Insurance Compani es Matzrial i t y  

United States  Leasinq 
International,  Inc. 

Leases 

4 i  chard !.(a1 ker 

Randol ph. Ff. Materiiel d 

James R.  idaterston 

Gegrge C .  !htt 

A r t h u r  Andersen & Co. In te res t  Costs 

A r t h u r  Young & Company 

Oetroit  Bank & Trust Co. 

FQture Losses 

Conc$xz 'I r'rtmework 

Price Naterncuse 8 Co. 

Ford blotor Campany 

University of Texas 

F o r e i y  Currency 
-c iranslazion 2 Laass5 

Foreign Cwrenc;! 
Translaticn 

P ra f2s s c r  G ?  Enn We 1 s ch 

Francis :4. Whett 

Cl i f f o r d  H. !ih i tcomb 

in te res t  Casts 

Gibson, Ounn 8 Crutcher Xaterial i t y  

Prudential Insurance Company 
o f  America 

Employes genefit F l ~ n s  

Gereld I. ghits 

Ztenl ey !Jhi:pzker 

Inter'n F i n .  2egorti n o  Gracs & W i t z ,  inc. 



Task Force  Member 

James Zid 

Charles T. Zlatkovicn 

Charles L. Zody 

A 1  v i  n Zuckerkorn 
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FASB PROJECT TASK FORCES 

(CONTINUED) 

A f f i l i a t i o n  a t  Time o f  
Appointment t o  Task Force  

,American E7ectric Power Co., Inc. 

U n i o n  Czrtide Ccrporzticn 

Arthur dnderier, 5 Co. 

Ernst & Ernst 

The University of  T2.xzs a t  k u s t i n  

Exxon Ccnpany U.S.A.  

J .  I ( .  Lasscr & Co. 

Task  Force 

Leasss 

Foreign Currmcy 
i rags 7 a t i  on - 

ETployea 8eneFi t P1  a n 3  

Concegtua 7 Frameic r k 

Interest Costs 

Future LOSjSs  
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SCREENING COMMITTEE ON EMERGING PROBLEMS 

Screening Committee Member 

Martin V .  Alonzo 

Dennis R .  Beresford 

Roger Cas o n 

Raymond C .  Lauver 

Theodore R .  Lilley 

Robert A .  Malin 

Robert G .  Mclendon 

Carl L. Nelson 

C .  Arthur Northrop 

Edward J .  Silverman 

Frank J .  Tanzola 

Charles A .  Werner 

Arthur R. Wyatt 

Aff i l ia t icn 

Vice President-Control l e r  
AMAX Inc . 
Ernst & Ernst 

Hurdman and Cranstoun 

Price Waterhouse & Co. 

President 
Financial Analysts Federation 

Senior Vice President and Director 
The 'Firs t  Boston Corporation 

Arthur Young & Company 

Professor of Accounting 
Columbia University 

Controller 
IBM Corporat ion 

Lester Witte & Company 

Senior Vice President & Corporate Controller 
U.S. Industries, Inc. 

A1 exander Grant & Company 

Arthur Andersen & Co. 
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ADVISORY GROUP ON ACCOUNTING AND REPORTING FOR NONBUSINESS ENTITIES 

Advisory Group Member 

Charles H .  Anderson 

Roy E .  Anderson 

R .  Kirk Batzer 

Harold E .  Bell 

F r a n k  Bel 1 umoni 

Clark Burrus 

John C .  Burton 

Albert A .  Cardone 

William Colman 

Victor J .  Danilov 

Aff i 1 i a t i  on 

Director of Fiscal Services 
Dekal b General Hospital 

Assistant Director/Control l e r  
111 inois Municipal Retirement Fund 

Coopers & Lybrand 

Vice President and Comptrol l e r  
The University of Chicago 

Touche Ross & Co. 

City Control 1 e r  
C i ty  of Chicago 

Professor of Accounting 
Co 1 um b i a U n i ve r s i t y 

Haskins & Sells 

Consultant on Governmental Affairs 

Di rector 
Museum o f  Science and Industry, Chicago 

Theobald During Diocese of Brooklyn 

Rev. Stephen A .  Feke Assistant General Secretary for Finance 
National Council of the Churches of Christ 

Robert J .  Freeman 

Anthony 8. Fruhauf 

Joseph Gagnon 

S. P .  Goldberg 

Paul Grady 

Paul Grant  

Professor of  Accounting 
University of  Alabama 

Director o f  Financial Affairs 
University-Liggett School 

Assistant Administrator, Fiscal Affairs 
M t .  A u b u r n  Hospital 

Assistant Director and Eudget Director 
Council of  Jewish Federation and Welfare Funds 

Retired Partner 
Price Waterhouse & Co. 

Manager, Department of Financial Systems 
American Hospital Association 
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ADVISORY GROUP ON ACCOUNTING AND REPORTING FOR NONBUSINESS ENTITIES 

( C O N T I N U E D  ) 

A f f i l i a t i o n  Advisory Group Member 

J .  Gross, J r .  

W. Harries 

Price Waterhouse & Co. Mal vern 

Brenton 

Leon E. 

Bruce M 

Eme r son 

President 
Standard & Poor's  Corporation 

Chai rman , Department of Accounti ng 
Indiana University 

Heider & Company Heider 

0.  Henke Professor of Accounting 
Baylor University 

Plante & Moran Gerald W .  Hepp 

Gary C .  Herman Control 1 e r  
National Forest Products Associati on 

Assistant Treasurer and Comptroller 
National Board o f  the  YMCA . 

Richard Hill 

Controller 
AFL-CIO 

Harold Jack 

Director,  Division of Accounting Systems 

Department of Heal t h y  Education , and We1 f a r e  
and Procedures 

Andrew J . Kapfer 

Robert Kessl e r  Vice-Presi dent 
Paine, Webber, Jackson & Curtis Inc. 

President 
The Grantsmanship Center 

Norton J .  Kiritz 

Control 1 e r  
American Lung Association 

Roderick Ladousier 

Chief, Financial Management Branch 
Office of Management and Budget 

John J .  Lordan 

John Matzer, J r .  Vi 11 age Manager 
Village of  Skokie, I l l i n o i s  

Senior Research Associate 
The- Urban I n s t i t u t e  

Henry L. Mortimer 

Director of Finance 
C i t y  of  Santa Fe S p r i n g s  , Cal i forni a 

Dona1 d Nuttall 
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ADVISORY GROUP ON ACCOUNTING AND REPORTING FOR NONBUSINESS ENTITIES 

Advisory Group Member 

Helen O'Rourke 

Walter K. Palmer 

David W. Phipps 

Warren D. Rei be 

Marvin Rushkoff 

Donal d L. Scantlebury 

Alan Siege1 

Wi 11 iam Snodgrass 

William J .  Solari 

Michael T. Smokovich 

Quentin Squi res 

Russy D. Sumariwalla 

Marcia Thompson 

Charles G. Van Vort 

(CONTINUED) 

Aff i 1 iation 

Vice President-Phi lanthropic Advisory Service 
Council of Better Business Bureaus, Inc. 

Vice President-Finance 
Kaiser Foundation Health Plan . 

Vice President for Financial Affairs 

The University of Alabama 

Director of Finance 
City .of C1 eve1 and 

Vice President-Finance 
Mt. Sinai Medical Center 

Director, Financial and General 

General Accounting' Office 

Director; Division of Governmental Capacity 

Department of Housing and Urban Affairs 

Comptroller of the Treasury 
State of Tennessee 

Vi ce-Pres ident 
Donal dson , Luf ki n, & Jenrette Securities Corp. 

Assistant Director 
Government Accounting Systems Staff 
Department of the Treasury 

Main Lafrentz & Co. 

Vice-president 
United Way of America 

Program Officer 
Ford Foundation 

Director o f  Finance and Administration 
Society of Automoti ve Engineers , Inc. 

and Treasurer 

Management Studies Division 

Bui 1 ding 
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ADVISORY GROUP ON ACCOUNTING AND REPORTING FOR NONBUSINESS ENTITIES 

( C O N T I N U E D )  

Advisory Group Member Aff i 1 i a t i  on 

Thomas A. Vaughn Vi ce- Pr esi d e n t  
F i r s t  National Bank o f  Chicago 

Jack C .  Wood, Esq. Wood, Lucksinger & Epstein 

Wi 11 iam R .  Wright Execu t i ve D i rector 
Arthur Vining Davis Foundations 
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Question lO(a) 

What has been done t o  improve the rules which are designed t o  prevent 
conflicts of interest  by FASB members and senior s t a f f ?  

Response t o  Question lO(a) 

A t  the time of the April and May 1977 hearings conducted by the Senate 
Subcommittee on Reports, Account ing,  and Management the detai 1 ed confl i c t -  
of-interest  and other policies relating t o  investments and personal 
ac t iv i t i e s  t h a t  were adopted by the Trustees of the Foundation had appl ied 
only t o  Board members and s t a f f  Directors, and only they were required t o  
submit periodic compliance reports and schedules. 
the Board's technical and administrative s t a f f  were governed by less  
s t r i c t  personnel policies established by the Chairman of  the FASB and 
se t  forth i n  an internal s t a f f  bulletin.  

' 

The other members of 

Since t h a t  time, the Trustees o f  the Foundation have: 

o Imposed even more stringent policies on Board members and  
s ta f f  Directors, as described below. 
already contained prohi bitions on outside earned income, 
receipt of honoraria, obligations owing t o  or payable from 
former employers, and agreements, arrangements, or under- 
standings for future employment or consulting or other 
business re1 ationshi ps t h a t  were s t r i c t e r  than standards 
applicable t o  Members of Congress and compared favorably 
w i t h  standards applicable t o  Government agencies.) 

technical and administrative s t a f f .  

(The former policies had 

e Adopted similar policies fo r  a l l  members of the Board's 

B Imposed a requirement for periodic reporting of  Compliance 
w i t h  the policies by a l l  members of the technical and 
admi n i s t ra t i  ve s t a f f .  

o Imposed a requirement for periodic reporting of investments 
by a l l  members of  the technical s t a f f .  

e Imposed a requirement for periodic reporting of certain per- 
mitted outside ac t iv i t i e s  (noncompensatory service t o  nonprofit 
organizations and other c ivic  a c t i v i t i e s )  and prohibited a 
number of other outside ac t iv i t i e s .  
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Among the most s ignif icant  of the revisions t o  the former pol ic ies ,  which 
now extend t o  a l l  members of the technical and administrative s t a f f  , 
are: 

0 Prohibitions against any securi t ies  trading on margin, 
borrowing for  the purpose of purchasing or carrying 
secur i t ies ,  trading in commodities futures or options, 
short sales , and writing uncovered options. 

0 Prohibitions against receipt of gifts and entertainment 
from those w i t h  in terests  t h a t  may be affected materially 
by the performance or nonperformance of a person's of f ic ia l  
duties,  w i t h  exceptions for family, clearly social , and 
nominal i terns. 

a A requirement that  Board members and s t a f f  Directors give 
prior notice t o  the Chairman of  the FAF Personnel Pol i c ies  
Committee and t o  the FASB Chairman before in i t i a t ing  any 
discussions, or negotiating for ,  future employment; and 
a requirement t h a t  other technical and administrative s t a f f  
give such notice when any formal or informal agreement, 
arrangement, or understanding regarding future employment 
has been negotiated. 

a Adoption of a broader, more specific conflict-of-interests 
rule prohibiting any person from a c t i n g  in any manner t h a t  
m i g h t  resul t  in or reasonably create the appearance of 
using his or her position for private gain; g r a n t i n g  
preferential treatment in conducting his or her of f ic ia l  
duties;  losing personal independence or objectivity i n  
conducting his or her duties; affecting adversely the 
confidence of the public in the in tegr i ty ,  independence, 
or objectivity of the FASB; or acting detrimentally t o  
the interests or repute of the FAF or FASB. 

The requirement for  periodic reporting of  investments by Board members, 
s ta f f  Directors, and a l l  members of the technical s ta f f  provides for 
the reporting of a l l  securi t ies  investments i n  excess of  $1,000 i n  
value for  each particular issuer. 
and are available for public inspection a t  the Board's offices i n  
S t amford ,  Connecticut. 

The schedules are updated quarterly 
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- Question lO(b) 

Please submit a copy of the most recent confl ic t -of- interest  rules. 

ResDonse t o  Ouestion 1 0 ( b \  

Copies of each of the following are attached as Exhibits 1 6 ,  1 7 ,  18, 
and 1 9 ,  respectively: 

0 Policies in Respect of Investments and Other Personal 
Activit ies of Members and Staff Directors of the Financial 
Accounting Standards Board , as adopted September 26 , 1977 
effective January 1 ,  1978. 

e Report and Schedules Relating t o  Investments and Other 
Personal Activit ies of Members and S t a f f  Directors. 

0 Policies i n  Respect o f  Investments and Other Personal 
Activit ies o f  Members o f  the Staff of the Financial 
Accounting Standards Board, as adopted September 26 , 1977 
effective January 1 , 1978. 

0 Report and Schedules Relating t o  Investments and Other 
Personal Activit ies of Technical S t a f f  Members. 

Question 1 O (  c )  

How are the confl ic t -of- interest  rules enforced? 

Response t o  Question 1O(c) 

Copies of a l l  reports and schedules f i led  by Board members, Directors, 
technical s t a f f  members, and administrative s t a f f  members are sent t o  the 
Personnel Policies Committee of the FAF for i t s  review. In addition, 
copies o f  a l l  reports and schedules f i led  by technical and  nontechnical 
s t a f f  members are sent t o  the Chairman o f  the Standards Board for h is  
review. Any reported exceptions t o  the policies or other unusual 
matters are discussed w i t h  the Board or s t a f f  member in question by the 
Chairman o f  the FAF Personnel Policies Committee and approved or 
corrected as deemed necessary. 
the attention o f  the FASB Chairman, the FAF Personnel Policies Committee, 
or the FAF Trustees that  have raised any question as t o  actual or potential 
confl ic ts  of  in te res t ,  or the appearance of  an actual or potential confl ic t .  
The personnel policies applicable t o  Board and s ta f f  members provide t h a t  
a v i o l a t i o n  of those policies may be considered detrimental t o  the purposes 
o r  repute of the FASB and consti tutes grounds for  removal or invoiuntary  
termination of employment. 

To date, no matters have have come t o  
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Question 11 

What has the. FASB done t o  dis t r ibute  widely information reported by 
individuals under i t s  confl ic t -of- interest  policies? 

Response t o  Question 1 1  

Copies o f  the most current reports and schedules f i l ed  by Members of the 
Board, s ta f f  directors ,  and other members of the FASB's technical and 
administrative s t a f f  are available for  public inspection. On request 
copies could be made available t o  the Senate Subcommittee on Governmental 
Efficiency and the District  o f  Columbia. 
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Question 1 2 ( a )  and ( b )  

a )  
par t ies  and in te res t  groups, along w i t h  a synopsis of the topics 
discussed? 

Has the FASB published a 1 i s t  of the meetings held w i t h  various 

b )  
January 31 , 1978. 

If n o t ,  please submi t  such information for the 1 2  months ending 

Two points are of special relevance in responding t o  t h i s  question. 
F i r s t ,  as a matter of policy, Board and s t a f f  members agree t o  meet 
privately w i t h  outsiders regarding a technical agenda project or other 
technical matter only when i t  i s  anticipated that  such a meeting will 
produce new and relevant information which m i g h t  not otherwise be 
available t o  the FASB, and then only a f t e r  receipt of a written request 
set t ing forth the intended purpose o f  the meeting and a summary of the 
matters proposed t o  be discussed. 
prepared for  the Board's public f i l e s .  

A synopsis of the meeting must be 

Secondly, as part of the "sunshine" policies applicable t o  meetings 
o f  the Board s ta r t ing  January 1 ,  1978, the Board has adopted the 
following policy (FASB Internal Policy Bulletin 5.10, which i s  attached 
hereto as E x h i b i t  20 ) :  

I n  view o f  the Board's commitment t o  operating i n  the 
"sunshine," any gathering o f  a majority of Board Members 
should be presumed t o  be a meeting (which must be announced 
and open t o  p u b l i c  observation) unless i t  i s  clearly o f  a 
communicative, administrative, or social nature. 

An interpretive example i n  t h a t  Bulletin s t a t e s :  

If representatives of another organization come t o  the 
Board's off ices ,  whether a t  the i r  request or the Board's, 
t o  meet with a l l  or a major i ty  of the Members of the Board, 
t h a t  meeting shall be regarded as a meeting o f  the Board 
unless the purpose of  the meeting i s  expected t o  be 
ent i re ly  social .  

. request o f  the other organization, the purpose of the v i s i t  
should be presumed t o  be related t o  a present or potential 
agenda project. 

Particularly when the v i s i t  i s  a t  the 
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Because of  the foregoing pol ic ies ,  the Board has held relat ively few 
private meetings w i t h  outside parties and in te res t  groups. Those he 
d u r i n g  the twelve months ended January 31 , 1978 were: 

February 8 ,  1977 Meeting w i t h  the A I C P A  Committee on General 
Accepted Accountinq Princi p1 es for Small e r  

March 18, 1977 

April  7 ,  1977 

A p r i l  27,  1977 

d 

Y 

and/or Closely Held Businesses. 
meeting was t o  discuss the August 1976 report 
of  that  Committee. 

Purpose of the 

Meetings w i t h  representatives of the pub1 i c  
accounting firm of Ernst & Ernst. 
Ernst had begun an extensive ser ies  of seminars 
throughout  the United States raising a number 
of questions about  the Board's conceptual 
framework project,  and the Board invited 
representatives of t h a t  firm t o  make a similar 
presentation a t  the Bcard's off ices .  

Ernst & 

Meeting w i t h  two representatives of the Association 
of Bank Holding Companies. Purpose of the meeting, 
which was held a t  the request of the A B H C ,  was for 
the ABHC t o  explain the nature and objectives 
o f  t h a t  organization t o  the Board and t o  offer  
their cooperation in the Board's work. 

Meeting w i t h  representatives of the American 
Academy of Actuaries Comjnittee on Relations w i t h  
Accountants and the A I C P A  Committee on Relations 
w i t h  Actuaries. 
were the impact of generally accepted accounting 
princip'les on actuarial principles and practices 
and the role o f  the actuary i n  financial reporting. 

Matters discussed a t  the meeting 

September 28, 1977 Meeting w i t h  certain representatives of  oi l  and 
gas producing companies and others supporting the 
fu l l  cost method o f  accounting. Purpose of  the 
meeting was t o  discuss w i t h  the Board certain 
a1 1 eged adverse consequences of a d o p t i n g  the 
successful e f for t s  method of  accounting. Minutes 
of t h i s  meeting were included i n  the Board's public 
record for the oi l  and gas project. 

Since the sunshine policies went i n t o  effect  January 1 ,  7978, the Board bas 
held another meeting of t h i s  type--a meeting with the members of the American 
Accounting Association Committee on Research Impact on March 24 ,  1978. 
meeting was publicly announced i n  a Notice of Meetings as open t o  public 
observation. 

This 

The Board's internal pol ic ies ,  i n  fac t ,  require the reporting, for  the 
public f i l e s ,  of any meeting t h a t  re la tes  direct ly  t o  a present or 
potential agenda project a t  which are present one or more Board members 
though less  t h a n  the Bcard majority required for a n  off ic ia l  Board 
meeting (see Internal Policy Bulletin 5.10 attached as Exhibit 20) .  
Such a report was prepared following a meeting on February 9 ,  1978, o f  
three members of  the FASB and three representatives of  the Business 
Roundtable. 
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Questions 1 3  and 1 4  

Note: 
and reporting problems of small businesses. 
the two questions are best answered jo in t ly .  

Questions 13 and 14 b o t h  focus on the special financial accounting 
Because they are so re la ted,  

13. 
small businesses and the accounting firms which serve them? i 

What has been done t o  address the financial reporting problems of 

1 4 ( a ) .  
organization in order t o  increase the representation of small businesses 
and account ing  firms, along w i t h  a description of the i r  responsibi l i t ies .  

Please identify the persons who have been added t o  the FASB 

14( b )  . 
knowledgeable attention on the problems of small businesses and the 
accounting firms which serve them. 

What organizational improvements have been made t o  focus 

Response t o  questions 1 3  and 1 4  

The following are the principal steps t h a t  have been taken t o  focus 
attention on the special financial reporting problems of smal 1 businesses 
and the accounting firms that  serve thern--and a l s o  on the information 
needs of users of financial statements of small businesses: 

1 )  Persons have been appointed t o  the Advisory Council who are 
knowledgeable abou t  the special needs and problems of small businesses, 
small and medium sized public accounting firms, and users o f  financial 
statements of small businesses. These persons include: 

Carl A. Beck 
President 
Charles Beck Machine Corporation 
King of  Prussia, Pennsylvania 

Samuel A. Derieux 
Partner 
Derieux, Baker, Thompson & Whitt 
Ri chrnond, Vi rgi  n i  a 

Lewis D .  Gilbert 
Investor and Publisher 
New York, New York 

I r v i n g  B. Kroll 
Partner 
Kenneth Leventhal & Company 
Los Angeles, California 

Brenton H .  Rupple 
President 
Robert W. Baird & Co. 
lli 1 waukee , Wi sconsi n 
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James R.  Waterson 
Fi rs t  Vice President 
Commerci a1 Loan Department 
Detroit Bank and Trust Co. 
Detroit , Mi chi gan 

Char1 es A. Werner* 
Assistant National Managing 

Partner--Client Services 
Alexander Grant & Company 
Chicago, I l l i no i s  

2 )  A Small Business Advisory Committee has been established as  
a permanent committee of the Advisory Council t o  provide a mechanism 
responsive t o  the needs of small businessmen and small practi t ioners 
w i t h i n  the FASB's accounting standard-setting structure.  
objectives of  the Advisory Committee are t o  provide the Council , and 
th rough  i t  the Board, w i t h  an understanding of the needs and perceptions 
of the small business community, and of  the small-firm segment of  the 
accounting profession, as they re la te  t o  the development of financial 
accounting standards, and t o  make sure that t h i s  group i s  adequately 
represented in the deliberative processes o f  the Council and t h a t  i t s  
views are clearly expressed t o  the Board and t o  FASAC. 
charged w i t h  the responsi bi 1 i t y  t o :  

The principal 

The Committee i s  

a Meet w i t h  (and perhaps sponsor meetings o f )  representatives 
of  the small business community and members of smaller firms 
i n  the accounting profession; 

0 Maintain l iaison w i t h  groups representing the interests  o f  
the small business community, from both the public and 
private sectors ; 

o Focus on the problems of  the small business community as 
they re la te  t o  the process of establishing accounting standards 
by: 

1 )  
accounting standards , 

2 )  
consideration by the Board, and 

Identifying the needs of that  g roup  as they re la te  t o  

Relating those needs t o  standards t h a t  are under 

3)  
viewpoint o f  smaller en t i t i e s  and firms. 

Reviewing standards already in place from the particular 

*Mr. Werner i s  Chairman of the A I C P A  Committee on Generally Accepted 
Accounting Principles for  Smaller and /o r  Closely Held Businesses. 
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e Act as spokesman for  the small business community before the 
Council (and perhaps before other groups concerned w i t h  the 
process of establishing accounting standards). 

e Assist the small business community in understanding the mission 
of the Board and the importance of i t s  standards t o  the c red ib i l i ty  
of financial accounting data and the business community in general. 

B Undertake such other projects related t o  small business interests  
as are requested by the Chairman of  the Financial Account ing  
Standards Advisory Counci 1 .  

Present members of  the Small Business Advi sory Commi t t e e  (which includes 
b o t h  FASAC members and others) and their a f f i l i a t i ons  are: 

- Committee Member A f f i l i a t i o n  

Carl A. Beck 

Szmuei A.  Derieux 

Pres i dent 
Charles Beck Machine Corp. 

Partner 
Derieux, Baker, Thompson & Whitt 

Lewis 0 .  Gilbert Investor and Pub1 i sher 

Frederick C .  R .  Hindmarsh Vice President 
Union Trust Company of Maryland 

Jeffrey Sachs DRAF Tool Company, Inc. 

Charles A .  Werner Partner 
Alexander Grant & Company 

3) On February 2 3 ,  1978 the Board added t o  i t s  agenda a major 
project t o  consider establishing guidelines for  ( a )  distinguishing between 
information that  should be disclosed in financial statements and  information 
that  should be disclosed in financial reporting other t h a n  financial s ta te -  
ments and  ( b )  distinguishing between information that  a l l  enterprises should 
be required t o  disclose and information t h a t  only certain designated types of 
enterprises should be required t o  disclose. Special attention will be 
given i n  th i s  project t o  the financial statements and financial reporting 
o f  small or closely held enterprises.  

4 )  I n  April 1978, the Board issued Statement No. 21,  "Suspension o f  
the Reporting of Earnings per Share and Segment Information by Nonpublic 
Enterprises." T h i s  Statement suspended the applicabili ty o f  APB O p i n i o n  
No, 15 and FASB Statement No. 14 t o  nonpublic companies pending completion 
of  the project described in ( 3 )  above. 
were often cited as burdensome by smaller companies and the i r  auditors. 

The two suspended requirements 
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5) Since the report of the FAF Structure Committee was published 
l a s t  April, the FASB has established one task force, reconstituted another, 
and appointed an Advisory Group on Accounting and Reporting for  Nonbusiness 
Ent i t ies .  In  each case, persons w i t h  special expertise w i t h  respect t o  the 
financial reporting problems of smal 1 businesses have been a p p o i n t e d :  

e Stanley Whiteaker, partner, Troupe, Kehoe, Whiteaker & Kent, 
has been- appointed t o  the Task Force on Effect of Price or 
Rate Regulation on Accounting for Rate-R,egulated Enterprises. 

e David M. Culp, managing partner, David M. Culp & Co., Ervin G .  
Feany, partner, McGladrey, Hansen, Dunn & Lo., and James R .  
Waterson , Firs t  Vice President, Commercial Loan Department , 
Detroit Bank and Trust Co. , have a1 1 been appointed t o  an 
enlarged Task Force on Conceptual Framework for  Financial 
Accounting and Reporting. 

e The Advisory Group on Accounting and Reporting for Nonbusiness 
Ent i t ies  i s  comprised of  53 persons many of whom are from very 
small en t i t i e s  ( a n  individual hospital , museum, vi l lage,  school , 
charitable organization, foundation, e t c . ) .  Two persons--one 
a partner in a two-partner CPA firm specializing in a u d i t s  of 
small municipalities and the other the president of an organiza- 
t ion that  helps small nonprofit en t i t i e s  compete for grants of 
funds--were expressly appointed because of the i r  particul ar 
exper t i se .  

6) The FASB has decided and announced publicly that  any major changes 
in measurement concepts needed t o  show the effects  o f  inf la t ion on business 
enterprises should be introduced as supplemental disclosures rather than 
by changing the basic financial statements. A Drincipal reason for that  
decision, the Board's announcement s ta ted,  i s  t h a t  " i t  permits introduction 
of changes in the financial reports of selected business enterprises,  for 
example the larger  or more widely held companies, w i t h o u t  suggesting that  
the basic financial statements of large and small companies should be based 
on different  underlying concepts." 

7 )  Donald L .  Cromwell, a manager w i t h  Main Lafrentz  & Co., Houston, 
became the Board.'s f i r s t  Practice Fellow t o  come from other than a Big-8 
public accounting firm. 
FASB hires a limited number o f  Practice Fellows t o  supplement i t s  permanent 
s t a f f  on the understanding t h a t  the Practice Fellows expect t o  return t o  
t he i r  former employers a f t e r  approximately two years w i t h  the FASB.) 

( I n  a program similar t o  that  o f  the SEC, the 

8)  Two new members of the technical s t a f f  came t o  the Board from 
small public accounting firms: Herbert K .  Folpe was a partner i n  the 
firm of Rothstein, Harrow & Folpe, and Douglas Hart was a manager w i t h  
I .  William Goldberg & Co. 

9 )  Three of the seven public accounting representatives on the 
Screening Commi t t e e  on Emerging Problems come from other t h a n  Big-8 
accounting f i  rms . 
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Question 15  

Has the FASB clearly s ta ted  t h a t  uniformity in the development and 
application of accounting standards must be a major goal t o  be achieved 
i n  a timely manner? 

Response t o  Question 15 

The Board's underlying philosophy in th i s  regard was most recently 
s t a t e d  i n  FASB Statement No. 1 9 ,  "Financial Accounting and Reporting 
by Oil and Gas Producing Companies" (December 1977) :  

"The Board has considered the question of accounting a1 ternatives 
a t  1-ength, not only in connection w i t h  i t s  oil  and gas project 
b u t  also for  other projects on i t s  agenda, and has concluded t h a t  
differences in accounting may be appropriate when significant 
differences in fac ts  and circumstances ex i s t ,  b u t  d i f ferent  account- 
i n g  among companies for the same types o f  facts  and circumstances 
impedes comparability of financial statements and significantly 
detracts from the i r  usefulness t o  financial statement users." 
(Paragraph 129)  

" I n  the Board's judgment , accounting for  similar circumstances 
similarly a n d  for  different  circumstances differently i s  a 
desirable objective in establishing standards of  financial 
a c c o u n t i n g  and reporting." (Paragraph 131) 

" I n  the Board's judgment, when the same or similar fac ts  and 
circumstances ex is t ,  as they do  i n  the search For o i l  and gas 
reserves, i ntercompany comparabi 1 i t y  requi res a s i  ngl e method 
of accounting. 
for capital i s ,  in the Board's judgment, in the public interest ."  
(Paragraph 132)  

Comparable reporting by companies competing 

Also, a f t e r  set t ing f o r t h  i t s  proposed objectives of financial reporting 
i n  i t s  December 29, 1977 Exposure Draft of  a Statement on "Objectives of  
Financial Reporting and Elements of Financial Statements of Business 
Enterprises , I '  the Board stated: 

"Since an objective o f  financial reporting i s  t o  aid investors 
in making investment decisions , comparability between enterprises 
i s  essential because t o  compare returns and  r-isks of  a l ternat ive 

. 

investment opportunities i s  the essence of the investment process." 
(Paragraph 7 2 )  
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Not only has the Board a r t i c u l a t e d  i t s  s t rong  supoort  for the 
ob jec t ive  of i n t e r e n t e r p r i s e  comparabi l i ty ,  i t  has g i v e n  f o r c e  t o  
those words i n  t h a t  v i r t u a l l y  a l l  o f  i t s  pronouncements have 
e l  iminated opt iona l  accounting a1 t e r n a t i v e s  or prevented the pro- 
1 i f e r a t i o n  o f  add i t iona l  a l t e r n a t i v e s .  
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Question 16 

Does the FASB require t h a t  the public be informed of  the effect  on 
financial statements from using a particular accounting standard 
t o  report a transaction, rather than u s i n g  any of the acceptable 
a1 ternatives? 

Response t o  question 1 6  

No. 
reasons : 

The Board does n o t  require this type of disclosure for several 

0 The number of optional accounting alternatives h a v i n g  a 
material e f fec t  on financial statements has beer) reduced 
sharply by the work of the FASB and i t s  predecessors. 
(See, for  example, Appendices 0 and E t o  the FAF/FASB Statement 
of Position submitted t o  the Senate Subcommittee on Reports, 
Accounting, and Management.) 

0 Accounting standards ( in  A P B  Opinion No. 20, "Accounting 
Changes") , auditing standards ( i n  Section 420 of Statement 
on Auditing Standards No. l ) ,  and the SEC (by relying on the 
foregoing and in i t s  own pronouncements including Accounting 
Series Release No. 177)  have greatly limited the circumstances 
i n  which a generally accepted accounting principle,  once 
adopted by a company, can thereafter be changed for events 
and transactions of a similar type i n  favor  o f  anoTher 
generally accepted principle. 

0 There are sometimes s ignif icant  operational and environmental 
differences among companies i n  d i f ferent  industries,  among 
companies w i t h i n  a particular industry, or even within a 
single company that  make i t  appropriate t o  apply different 
accounting principles in order t o  re f lec t  the r e a l i t i e s  of 
different  circumstances and different  transactions. Where 
the FASB bel i eves a1 ternat i  ves are jus t i f ied  because of 
differing circumstances o r  transactions, the Board's pro- 
nouncements make specific the differences t h a t  require d i f -  
ferent  accounting. To require the disclosure of the "as i f "  
e f fec t  of using an accounting principle other t h a n  the one 
used could suggest t o  the reader of the financial statements 
t h a t  they have been improperly prepared, thus diminishing 
their credibi l i ty .  
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0 The Securit ies and  Exchange Commission has twice proposed 
t o  require certain disclosures relating t o  the effect  o f  
using a particular accounting practice as compared t o  
a l ternat ive acceptable practices,  f i r s t  in December 1 9 f 2  
(38 FR 1747)  and again in October 1973 (38 FR 28948). 
b o t h  cases the proposals met w i t h  strong opposition, and 
they were recently withdrawn by the Commission. 

I n  

0 A major problem w i t h  th is  type of disclosure . is whether t o  
identify one of the a l ternat ive practices as the norm, w i t h  
disclosure required o n l y  when the company follows other t h a n  
the normal practice. Identification of the norm would, in 
essence , be an accounting standard-setti ng  process--and 
presumably the FASB would proscribe a1 1 unacceptabl e a1 ternatives 
a s  par t  of that  process. 
practice b u t  expressly allow other specified alternatives i f  
disclosure o f  the effect  of u s i n g  them i s  made, then financial 
statements using an alternative practice would come t o  be 
regarded as i nferi or, dimi ni s hi ng the i r  credi b i  1 i t y  . The 
Board's record i s  one of eliminating al ternat ives ,  not  
endorsing them. 

I f  the FASB were t o  i d e n t i f y  a normal 
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Question 17 

What has the FASB done t o  require that  an independent a u d i t o r  give an 
opinion that  the standards used are the most appropriate under the 
circumstances? 

Response t o  Question 17 

The FASB does not require that  an  independent a u d i t o r  give an o p i n i o n  
tha t  the standards used are the most appropriate in the circumstances. 
The procedures for the conduct of the audit of a company by an independent 
a u d i t o r  and for the expression by the auditor o f  an opinion on the 
company’s financial statements are governed by standards establ ished 
principally by the A u d i t i n g  Standards Executive Committee of  the American 
Ins t i tu te  o f  Certified Pub1 i c  Accountants, not  by standards established 
by the FASB. The independent a u d i t o r  i s  required, by the Rules of  
Conduct of  the A I C P A  and ( for  auditors of  publicly owned companies) by 
the SEC, t o  identify i n  the a u d i t  report any s ignif icant  departure from 
an accounting standard established by the FASB or i t s  predecessors. 
absence o f  such a notice o f  departure assures the reader t h a t  the 
accounting practices used are n o t  in conflict  w i t h  those standards. 
Moreover, the independent auditor i s  required t o  identify any s ignif icant  
change i n  accounting standards from period t o  period or t o  s t a t e  t h a t  no 
s ignif icant  change has been made. 

The 
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