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NOTE

[3
1

Sections III through VI, pages 10 to 22, consist of
the '"Charter Rules" which are a restatement of the provisions
relating to the operations of the Accounting Principles Board
in the report of the special committee on research program ap-
proved by Council at 1ts April 1959 meeting. Certain additions
and changes have been made by the Board. They are as follows:

Additional Points

Members of the Board to be elected at the spring meeting of
Council. Section IIIb4, p. 10.

Provigsion that the Chalrman may serve for more than one term.
Section IIIcl, p. 11.

Provision for a vice chairman of the Board. Section IIId, p. 1l1.

- Board has authority to revilsge or revoke any of its previously
1ssued pronouncements, Section IIlel, p. 12.

- Provision that members and chalrman of the fiscal committee may
serve more than one term, Section IVa, p. 15; section IVb,

p. 16.

General status of the accountlng research division. Section Va,
p. 17. Conforms to or implied by action of the executive com-
mittee in presenting report of the special committee to the
Council.

Director of Accounting Research shall have privilege of the floor
at Council meetings. Section Vecli, p. 18.

Procedure for amending Charter Rules. Section VI, p. 22.

Interpretive Modifications

The phrase "or authorize" added in sentence: "The Board-is de-
signated the sole group in the Institute having authority to
make or authorize public pronouncements on accounting principles.
Section IIIa, p. 9.. _

Details of handling inquiries resulting in interpretive rulings.
Section IIIe5, p. 13.

The Director of Accounting Research and the Chairman of the Board
to determine what distribution of accounting research studies 1s

practicable. Sec. Vel, p. 21.

The Director of Accounting Research and the Chairman of the Board
to determine what 1s an appropriate distribution of announce-
ments of research projects. Sec. vg., p. 22.
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DEFINITIONS

I. Definitions

As used herein: "Institute" means thé American Institute
of Certified Public Accountants; "CoﬁnciL" meéns.the Council of
?Qe Institute; "executive committee” means the executive committee
of the Institute; "Board" means the Accounting Principles Board of
the Institute; "Division" means the éccounting research division
of the Institute; "fiscal committee" means the fiscal committee of
the Board; "Executive Director" means the Executive Director of
the Institute; "Chairman" means the chairman of the Board; "Vice
Chairmarﬂl means the vice chalrman 6f the Board; and "Director"

A
means the Director of Accounting Research of the Institute.
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CHARTER RULES

(Rules Incorporating the Report of the Special Committee

on Research Program Dated September 1958, as Modified

and Approved by the Council April 20, 1959)

II. Basic Considerations

The basic consliderations underlylng the accounting

. research program and related activities of the Institute are to be

as éxbressed in the report of the special committee on research
‘progrgm as follows: ‘

"The general purpose of the Institute in the field of
financial accounting should be to advance'the written expres-
sion of what constitutes generally aqcepted accounting princi-
ples, for the gu;dance of 1ts members and of others. This
means something more than a survey of exlsting practice. It
méans continuing effort to deterﬁine appropriaté practice and
to(narrqw the areas of difference and i@consistency in practice.
iq'accomplishing this, reliance should Bé placed on persuasioﬁ
rather than on compulsion, The Institute, hqwever, can, and
it should, take definite steps to lead in the thinking on un-
settled and controversial issues. |

| "The broad problem of financial accounting should be
visualized as requiring attention at fouf levels: first,
_postulates; second, principles; third, rules or other guides
for the application of principles in specific situaﬁions; and
fourth, research.

"postulates are few in number and are the basic assumptions
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on which principles rest.‘ They necessarlly are derived from
the economic and political environment and from the modes of
thought and customs of- all segments of the business community,.
The profesgion, however, shbuld make clear 1ts understanding
and interpretation of what théy are, to provide a meaningfﬁl
foundation for the formulation of principles and the develop-
ment of rules or other guldes for the application of principles’
‘in speciflc situations. Also, the Institute should encourage
cooperative'study with other representative groups to determine
that its understanding and 1nterpretatioh of the postulates are
valid and to provide a.forum which will command sufficlent re-
spect to bripg about a change 1n the postulates when any of
them become ;utmoded.

"A fairly broad set of coordinated accounting principles
should be formulated on the basgls of the postulates., The staée-
ment of this probably should be similar in scope to the state-
ments on accounting and reporting standards issued by the
American Accounting Associlatilon, The principles, together with
the postuiétes, should serve as a framework of reference for
the solutlon of detailled prpblems. |

"Rules or other guldes for the application of account-
ing principles in specific situations, then, should be de-
veloped in relation to the postulates and principles previous-
ly expressed. Statements of these probably should be compa-
rable as to subject matter with the present accounting research
bulletins. They should have reasonable flexibility.

"Adequate accounting research 1s necessary in all of
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the foregoing. Pronouncements on éccounting matters should be
based on thoroughgoing, independent étudy of the matpers in |
question, during which consideration is given to all points.
of view. For this, an adequate staff is necessary, to carry
out detalled investigations, evaluate data, formulate con;
clusions, éﬁd drgft reports setting forth results. Research
_reports or studieé should be carefully reasoned and fully docu-
mented. They should have wlde exposure to poth the profession
and the public. This 1s an effective way to stimulate and
crystallize thinking on accounting matters. -

"Initial attention, perhaps primafy attention, should
be given to the accounting pfoblems in connectlon with the
published fihancial statemzents of industrial and commercilal
corporations, including those subject to regulatbry authority.
But, in the loﬁg run, attention should not be confined to them.
-Equally important accounting problems exist in connection with
the financlial statements of small businesses, partnerships,
"individual proprietorships, assoclations, institutions, |
governmenp@;mpodies, and the like, | |

"Thought should be given at the beginning and.from time
:to time thereafter to the forward planning of the accounting
research program and related activities, to the ehd'that
accounting pfocedures are evolved on a coherent and consistent
basis and pronouncements are made 1n an orderly and timely
manner,

"The accounting research program should be one of the

most important activities of the Institute. 'Thevwork merits
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the attention of the Institute's ablest members.

"The closest cooperation of others concerned with the
results of this work should be enlisted. That of industry is
especlally important., That of governmental agencies, stock
exchanges, and other professions 1is necessary also. Probably
this cooperation can be effected best in connection with
specific projects. It may be received not only from organized
groups such as trade associations, reéulatory commissions,‘and
professional bodies, but-also from individual corporations,
firms, and persons, Of course, other aéqounting organlzations
--the various national and state associations and societies--

~ should be.kept in close touch with the work and should be given
évery opportunity fo present their'views on matters under

consideration,”

III. The Board

a. (General Status

o The Board 1s designated the sole group within the Insti-
tute having authority to make or authorize public pronouncemgnts
on accqunﬁing pfinciples. The Board‘shall report to the Council.

b, Membership

1. Number
The Board shall consist of eighteen members.
2., Qualifications

The Board shall be composed of members of the Institute
selegted primarily because of thelr competence and interest rather

. than as representatives of particular groups or geographical areas.
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3. Nominations

The members of the Board shall be nominated by the execu;
tive committee.

L4, Election |

The members of the Board shall be elected by the Coﬁncil.
Elections to f111 regular vacancles due to expiring terms shall take
place at the spring meeting of the Council, to be effective the
following September.l. If there 1s a vacancy 1n the Board during
an elected term, a new member shall be nominated by the executive
committee and elected by the Council at 1ts first meeting following
the occurrence of such a vacancy. The term of a member elected to
£ill such a vacancy occurring during an elected term shall commence
with his electioh, and shall continue for the balance of the unex-
pired term filled by hilis election.

5. Term of Service

* The regular term of service shall be three years.
Initially, six members were elected for th:ee years, six for two
yéars, and six for one year, all of which terms bégan Septeﬁber 1,
l1959. Hefeafter, slx shall bg,elected each year for three-year
terms, commencing September 1 following electlon. Members of the
Bdard may serve for more than one term, |

¢. The Chairman

1., Selection
o The regular term of foiqe_of a Chairman shall be three
years, The Chairman shall be nominated by the executive committee
in the following manner. 1In presenting to the Council its
nominations when a Chairman's term of §ffice is about to expire,

one of the nominees or members of the Board shall be designated
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by the executive committee to be the Chairman., The person so
designated shall become the Chairman when hils election, as such,
by the Council becomes effective. If there 1s a vacancy in the
chalrmanship during an elected term, thé new Chalrman shall be
designated by the executive committee subJect to the approvai og
'the Council at its next meeting; in the meantime, the Vice Chairman
shall act as Chairman., In the case of appointments to fill a vacancy,
the term of office will end with the expira?ion of membership on
the Board, A Chairman may serve for more than one term,

. Duties , )

The Chéirman shall be the presidihg officer of the Board.

He shall participate with the Difeotor in the planning of the
acocounting resgaroh program of the Institute; if they cannot agree
on & partioular'matter, they shall refar it to the Board for deci-
slon, He shall have the responsibility of approvihg appointments
made By the Direotor of project advisory committees, .ﬁe shallvbe
a member, ex officlo, of the fisocal committee, He shall have the
responsibility for assembling and making reports to the Council
concerning the work of the Board, the fisocal oommittee, and the
Dilvision, |

| d. The Vice Chalrman

1. Selectilon

The members of the Board are au#hofized to eleoct one of
the members as Vice Chalrman, | | |

2. Duties

The Vice Chairman shall preside at meetings of the Board

if the Chairman is absent. In case of the death, resignation, or

~-11l-



incapacity of the Chairman, he shall assume the other functions of
the Chalrman until a new Chairman is eleéted by the Council, |

e. Pronouncements on Accounting Principles

1. Authority for Issuance

The Board shall have the authority and the duty to issue,
in its own name, pronouncements on accounting principles. It may,
in 1ts discretion, revise or revoke, in whole or in part, or issue
interpretive statements as go any pronouncements previously issued.

2. Nature | |

Such pronouncements are expected to comprehend basic
postulates, brbad principles, and rules or other guldes for the
application of accounting principles in specific situations, .such
rules or other guides being developed‘in relation to basic postulates
and broad principles previously expressed. They are to be based on
what the Board determines to be adequate research and are expected
fo be regarded as authoritative written expressions of generally
accepted accounting principles.

3. Origin

- Such pronouncements ordinarily are to be based on
accounting research studies previously prepared by the Division
and published in the name of the Director. The Board may, in 1its
discretion, 1ssue a pronouncement which is not bgsed on such studies.
Unless it ‘deals with a subject such as a factual survey which would
not be expected to be acted upon by the Board, an accounting re-
search study shall be considered by the Board as soon as is
practicable following its publication. The Board shali take such

action in regard to the study as, in 1té discretion, it determines
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to be appropriate, including a decision to hold it for future
action, If the Board disagrees with any part of the study, it
shall make its dissent public together with the reasons therefor,
at such time as it shall determine to be appropriate. The Bqard
may, in its discretion, initiate action with respect to a particu-
lar matter without waiting for the publication of an accounting
research study. " In this event it shall instruct the Director to
undertake an& necessary research work and to prepare a draft of a
pronouncement for its conslideration.

4, Exposure of Drafts

Drafts ofbproposed prqnouncements on accounting principles
ordinarily shall be widely exposed for comment before publication,
to give 1interested persons opportunity to present, for consideration
. by the Boafd, memoranda in addition to those which may have been
presented previously to the Division in connection with the pre-
paration of an accounting research study.

5. Interpretations

All questions submitted in writing to the Institute con-
éerning the interpretation or application of the Board's pronounce-
" ments shall be considered by the Director. If, in his opinion, a
question 1s substantive rather than routine iﬁ character, he shall
trahsmit it to the Board, together wlfh any answer which may have
been given by a member of the Institute staff. If the Board agrees
that the question is a substantive one, 1t shall formulate an answer
and publish it as one of a series of interpretive rulings. Ex-
~ posure of drafts of proposed interpretive rulings for comment before
publication and the extent of such exposure, 1f any, shall be in

‘ the'discretion of the Board,
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f. Approval of Pronouncements

Pronouncements of the Board on accounting principles shall
have the approval of at least two-thirds of the members of the
Board then serving.

g. Ratification of Pronouncements

Pronouncements of the Board on accounting principles are
" not required to be presented to the Council or to the membership og
the Institute for approval. ‘

h, Drafting and Simllar Work

The Board shall rely on the Division for drafting and
simllar work in connection with its pronouncements.. It is expected‘
that the Board will avold detail of this kind, and devote 1lts
efforts to the substancg of the material presented for its con-
‘silderation. |

1. Rules of Procedure

The Board may adopt rules of procedure which are noﬁ in-
consistent with these Charter Rules. | '
J. Reports 7

”.The Board shall report to the Council, It shall make
regular semlannual reports and in addition such special reports
aé the Council may require. The regular reports shall comprise
three parfs—-one relating to the technical work of the Board, one
relating to thé activitles of the fiscal coﬁmittee‘(over the
signature of the chairman of the fiscal committee), and one ré-
léting to the activities of the Division (over the signature of
the Director). The Chairman shall have the responsibility of

assembling the reports and presenting them to the Council.
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k. Relation to Previous Committees

The Board shall succeed the committees on accounting
procedure and on terminology as of September 1, 1959, The un-
finished business of those committees as of that date shall be
A_disposed of as determined by the Board in consultation with those g
committees and the Director. 1In order to clarify the status of |
the accounting research bulletins and terminology bulletins then
. exlsting, the Board shall make an announcement concerning them,
but the Board shall have the right to issue pronouncements concern-

ing any of them at any time,

IV. The Fiscal Committee

a. Membership

The fiscal commitﬁee shall consist oflthe Chairman of the
Board, ex officio, and three other members of the Board.. In present-
'Ang to the Council its nominations for membership on the Boarﬁ,
three of ﬁhe nominees shall be designated by the executive committee
to be members of the fiscal committee. The regular term of service
shall be three years, Initially,‘one member was deslgnated from.
vamong the six members of the'Board elected for three yéars, one
from émong those elected for two years, and one from among those
elected for oﬁe year. Hereafter, one shall be designated from among
the six to be elected each year. MNemhers of the fiscal committee
may serve for more than one term, If there 1s a vacancy in the
fiscal cdmmittee during an elected term, a new membgr shall be
designated by the executive committee from among the members of the

Board to serve for the unexpired term.
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b. Chairman of the Flscal Committee

In presenting to the Council its designations for member-
ship on the fiscal commlttee, one of the designees shall be named to
be the chairman of ppé fiscal coﬁmittée. The regular term of service
shall be three yeqré. A chairman of the fiscal committee may serve
for more than ong term. The duties of the chairman of the fiscal
committee shaIi/be those usually assigned to a committee chalrman.
| ¢. Duties
4 The fiscal committee shall supervise the fiscal administra-
tion of the accolUnting research prégram of the institute. It shall
make recommendations to the budget committee of the Institute and
shall review the adherence to budgets adopted by the Council., It
shall recomménd the Director to the executive committee for éppoint-'

ment., ,

d. Rules of Procedure

| Thé fiscal commlittee may adopt rulés of prooe@ure which

are not inconsistent with these=Chértef Rules,
| e. Reports |

. The fiscal committee shall report to the Council through
the Board, its report (over the,signatyre of the chairman of the .
fiscal committee) being one part 6: thé regular report of the Board
.to the Council, | |
B f. Relation to the Executive Director

The Executive Director acts for the executive committee
in the administration 6f the headquarters staff organization of the
Institute, and éonsequently has generai administrative supervision

over the Division, The Executive Director shall have the privilege
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of the floor at meetings of the fiscal committee.

V. The Division

a. General Status

The Division shall be organized inifially in the same
manner and be subjeét to the same administrative supervision as other
divisions of the Institute., Its accounting, purchasing, and house-
keeping services shall be supplied by the regular staff of the Insti-
tute. The Director and the staff of the Divisioh shall conform to
financlal and ad@ipistrative'bgliéies and procedures applicable to
other divisions of the Instltute staff under the general supervision
of the executive committee.

"b. Composition

.

The Division shall comprise, on a permanent basis, the
Director, senlor members, and Jjunior membefs, all having the general
g@ualifications indicated 1in the feport of the speclal committee on
research program, and secretafies. The permanent staff may be supple-
mented from time to time by temporary personnel, usua;ly for specific
projects, obtained from educational institutlons, public accounting
firms,_or 6ther sources, as suggested in the report.

¢. The Director

1. Appointment

The Director shali be appointed by the executive committee
upon recoﬁmendation by the fiscal committee, Administratively, he
shall be respoﬁsible to the Executive Director.

2, Duties o |

The Director shall be the administrative head of the Divi-

sion, and shall have active charge and direction of the carrying out
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-of the accounting research program of the Institute, including the
assignment of research projects and the supervision of work. He shall
participate with the Chairman in the planning of the program; 1f>they
cannot agree on a particular matter, they shall refer it to the Board
for decision. With the approval of the Qhairman, he shall have the
authority to appoint project advisory committees and Eo designate the
chairmen thereof. He shall have the authority to approve accounting
.research studies for publication, but he shall be expecﬁed to rely
‘heavily on the views of the project advisory committees as to the
sultabllity of studies for publication. He shallthave the authority
to select and apprpve‘the appointment of other members of the staff
of the Division. ﬁHe shall undertake résearch-studies for the Boafd,
and shall provide the Board with assistance in drafting and simllar

work on request.

3. Reports ,
The Director shall report to the Council through the Boarg,

his report (over his signature) being one part of the regular report
of the Board to the Council. In his report, he shall glve the reasons
for abandoning any research project or for not publishing the results

of any completed research project,

4, Meetings
Tﬁe Director shall have the privilege of the floor at

meetings 'of the Board, the flscal committee, and the Council.

d. Project Advisory Committees
| A prdject advisory committee consisting of a small group,
usually five to seven, of individuals especially qualified in the

area under study, shall be appointed by the Director, with the
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approval of the Chairman, to consult from‘time to time with the
Director and the staff members assigned to each research project.
The project advisory committee ordinarily shall be selected partly
from the Board, with a member of the Board acting as its chaipman,
and partly from the general membership of the Institute, but indi-
viduals from industry and other sources outside the Institute may
be 1nvited.to be memﬁers. The members of a project aqvisory committee
are to be available during the doursé of the work on a research
project, to suégest sources qf information, to review conclusions
feached by the staff members,land ultimately to review the draft
of the reporg-and to advise as to its sﬁitabiiity for publication
as an accounting research study. |

e, Accounting Research Studiles

1., Authority for Issuance

The principal end product of the work of the Division is
to be a series of accounting research studles. The Director shall
have the authority and the duty to issue such studies in his name
and in the namé of those who have been assoclated with him in a
research project.

2. Nature

Accounting research studies ordinarily shalllbe published
ipon the completion of a research project by the Division, and shall

e in the form of a pamphlet or monograph presenting a detailed,
ocumented report of the work on a research project, giving pro and
M arguments on controversial points, offering conclusions or
rcommendations, and, where appropriate, 1llustrating and demon-
rating the application of principles. They are to provide the

4
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profession and the public with a reasonably complete discussion

and documentation of accounting problems,‘and to indlcate logical
solutions to the problems in relation to basic postulates and broad
principles. 'They are to belinformative, but tentative only. They
are to furnish a vehlcle for the exposure of matters for c0531dera-
‘tion and experimentation prior to the issuance of a pronouncement
.by the Boafd. They are expected to contribute substantially toward
.the development of sound accounting practices, especially as to un-
settled and controversial matters, and toward the recognition and
acceptance of later pronouncements by the Board.

"

3. Publication

'Acccunting research studies shall be published by the
Institute. Each published study shall carry the names of the
Director, the staff members who made the study, and the project
advisory committee for the research proqect. Any of such persons,
except staff members assigned to the research project in subordinate
capacities, who‘disagree with the conclusions expressed in the study,
may have an explanation of his position included in the published
document. Each study so published shallrbear a clear statement to
the effect that 1t qas not been approved or disapproved by the
Board or by the Institute, and does not necessarily reflect their
views, In deciding whether or not to have a study published by the
Institute, the Director shall give due consideration to the views
of the project advisory committee for the research project, and
ordinarily will be expected not to proceed contrary to substantial
opposition of the group. If a study 1is not published by the

Institute, the Director may authorize a staff member to publish
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it under his own name.

4, Distribution

The distribution of accounting research studies published
by the Institute shall be as wide as the Director and the Chairman
shall, 1n theilr discretion, determine to be practicable among ac-
countants, both public and private, students and teachers, and
others who would be 1nterested., The Director shall request the
Editor of The Journal of Accountancy to publish a summary and the
conélusions of such studies as a means of calling attention thereto.

f. Planning of Work

1. Initial Projects

As soon as practicable after 1ts organization the Divisién
shall undertake a study of the basic postulates underlying account-
ing principles generally, and the preparation of a brief statement
thereof. It also shall undertake a study of the broad principles of
accounting, and the preparation of a reasonably condensed seatement
thereof. The results of these, as adppted by the Board, shall
serve as the foundation for the entire body of subsequent pronounce-
ments by the Institute on accounting matters, to which each new
release shall be related.

2. Long-range Planning

In the future planning of the accounting research program,
that is, the selection of research projects and decision as to the
order in which to take them up, the Director and the Chairman shall
be guided generally by the considerations mentioned in the report
of the special committee on research program,.

g. Announcement of Research Projects

At an appropriate time prior to or during the course of

{
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the work on a research project, public announcement shall be made
to the effect that the Division is studying, or is about to begin
studying, a particular matter, and that persons who deslre to have
their views considered are invited to submit memoranda.to the
vDirector. Such announcement shéll include notices in The Journal
of Accountancy and in The CPA, and letters to such organizations
and individuals as the Director and the Chalrman shall, in their
discretion, determine to be appropriate, Thé material received in
response to this invitation shall be glven careful consideration.
Unless restricted by the contributor, it shall be considered as
avallable for examination by all interested persons.

i

h. Rules of‘Procedure

The Director may espablish working rules for the Division

which are not inconsistent with these Charter Rules,

VI. Amendments

These Charter Rules may be amended by the Counclil. Recom-
mendations for amendment may be made at any meeting of the Board,
and, if approved by a two-thirds vote of the members then serving,
shall be submitted to the Council. Proposed amendments of the
Charter Rules affecting the fiscal committee submitted to the
Council shall be accompanled by a statement relating to the matter
by the members 6fvthe fiscal committee. Proposed amendments of the
Charter Rules affecting the Division submitted to the Council shall

be accompanied by a statement relating to the matter by the Director.

-0 -



BOARD RULES

(Rules Adopted by the Board Pursuant to Charter Rule III1)

VII. Meetings
a. Call of Meeting

A meeting of the Board shall be held when a call is issued
by the Chairman, usually about four times a year. The time and
place shall be setlby him after consultation, to the eitent‘practi-
cable, with the other members of the Board. Excgpt in an emergency
the call shall be issued at least thirty days in advance of a meet-
ing. The Chalrman shall call a meeting at the written request of
six members of the Board. o

b, Quorum Requirements

A majority of the members of the Board then serving shall
constitute a quorum.

¢. Presiding Officer

The Chairman shall preside at meetings of the Board. If
he 1s unable to be present, the Vice Chairman shall preside,
d. Substitutes for Absent Members

With the approval of the Chairman, a substitute for an
absent member of the Board may attend a meeting as én observer on-
his behalf, and éhall héve the privilege of the floor, but shall
have no vote,

e. Agenda
The Chairmaé shall prepare a written agenda for each meet-

ing and distribute it to the members of the Board, normally at least
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ten days prior to the date of the meeting.. With the consent of a’
majority of the members present; additions may be made to the agenda
at the meeting, |
f. Voting
Each member, including the Chairman, ehall have one vote
on any matter before the Board. Approval by written ballot by two-
thirds of the members then serving shall be required for (1) the
issuance or revislon of a pronouncement on accounting principles,
(2) the issuance or revision of an interpretive ruling, (3) the re-
view of work of committees of the Institute, and (4) the adoption
or amendment of the rules of procedure. Any other matter nay be
declded by the vote of a maJority of the members present at a meet-
ing. It ‘18 to be expected that informal polls of Board sentiment
will be taken from time to time-during Boerdpmeetings €6 determine
the trend of thinking regarding matters under disocussion; these
pollings have no status as to the official position of the Board
and shall not constitute a commitment on the part of & mewber as
to hig'vote when he i1s formally polled by written ballot,
g. Minutes
o Minutes shall be kept of all meetings of the Board by the
Executive Director of~then1nstitute, or by his designee. Copies
shall be distributed promptly to members of the Board, the Execu-
tive Director, the Directcr, and such othen members of the staff
of the Institute as may be designated by the Executive Director or
the ﬁirector.' ‘
h. Relation to the Director

The Director shall be expected to attend all meetings of

~
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the Board. He shall have the privilege of the floor. With the
approval of the Chairman, he may send a fepresentative if he is

unable to attend himself.

VIII. Correspondence

Copies of correspondence relating to matters before the
Board, or otherwise relating to lts operations, ordinarily shall be
distfibuped to members of the Board, the Director, and such other
membgrs of the staff of the Institute as may be Qesignated by the
Executlve Director or the Director. In the case of project advisory
committees or coﬁmittees of the Board, copies ﬁeed be sent only to
members of such committees and to the staff of the Institute as

indicated above,

IX. Confidential Nature of Materials

' All correspondénce relating to the operations of the
Board, and the preliminary and ballot drafts of prpﬁouncements by
the Board, shall be consldered confidentigl s0 as to permit free
ggpyes;;on by the members of the_Bpgrq inﬂtheir relations to one
andther. This is not intended'to prohibit discussions of problems
under consilderation by the Board with partners or clignts of the'.
members or with others who can contribute helpful information, but
the confidential nature of such communications should be made clear.
Neither is this rule in contradiction to, nor should it in any waf'
inhibit, the application of the general policy of wide exposure of

the research activitles of the Institute and of the matters under

consideration by the Board.
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X, Research and Drafting

To relieve the members of the Board from the responsibility
of such details and to facllitate the conduct of meetings of the
Board, research and drafting are to be carried out by the staff of
the Divisioﬁ. However, the members shall be expected to contribute
to the Director, for the use of his staff, materials and suggestions

which they believe helpful.

XI., Committees

' The Chalrman may appoint committees of the Board to con-
sider particular topics on the agenda, The committees, with the
-jassistqnce of the Director and his staff, shalllprepare reports to
the Board.

XII. Procedure Following the Publication of an Accounting Researcﬁ
Study ' ] ,

a. Distribution of the Final Draft to the Board

R } .
When an accounting research study is ready for publication,

coples of the final draft shall be senﬁ to @eﬁbers of the Board for
consideration as the basis for a pronouncement by the Board, and the
subject shall be placed on the agenda of the next meeting, If time
‘permits, the members shall be expected to offer comments prior to
such meeting.

b. Announcement of the Decision of the Board

If the Board dissénﬁs from the concluslions of the account-
ing research study, the Director shall be 1nstruct¢d to prepare an
.announcement of the decision,; which shall include the reasons'for
the dissent, for publication in The Journal of Accountancy., If

appropriate to do so, the announcement may indicate also that the
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Board 1s considering the 1ssuance of a pronouncement which will
‘take a position contrary to that taken in the study. The Board

may make a public announcement (1) if it agrees substantially with
the conclusions'and recommendations of the accounting research

study and plans to 1ssue a pronouncement on the subject, or (2) if
it decides to p;ace the subJect of the study on its agenda but plans
to wait for a time.before considering the 1ssuance of a pronounce-

ment of its own,

XIII. Issuance of Pronouncements on Accounting Principles

a. When Based on an Accounting Research Study

l, Preparation of a Draft

If the Board accepts the conclusions of an accounting
research study as the basis gf a pronduncement on accounting pfinci-
ples, either at the time of its publicatibn or at a later time, the
Director shall bé instructed to prepare a draft of a proposed pro-
ﬁouncemenf for consideration by the'Bogrd.

2. Exposure of the Draft

___ When the Board has reached a decision as to the contents
of such a pronouncemént, the Director shall be instructed to prepare
an exposure draft and to distribute it for éomment to such organi-
zations, groups and persons as the Chairman and Director shall
determine to be appropriate. Theiusual exposure period shall be
sifty days, but the Board may, in its discretion, lengthen or shorten

this period.

3. Ballot Draft
The Director shall receive and analyze the comments on

the exposure draft and shall distribute a memorandum of the results
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to the members of the Board. The Board may have a new draft or
drafts prepared as a basis for further discussion, Upon the ap-
proval of the contents of a final draft, the hirector shall be in—
. 8tructed to prepare a ballot draft and to send a copy thereof, to-
gether with a ballot form, to each member.of the Board, .

4, Ballot Form

The ballot form shall provide for an assent to, or a
dissent from, the ballot draft. It shall state thatzmembers of the
Board may include suggestions for ianﬁuage changes and .that they
also may qualify their assent to or may dissent from a part or all
' of the conclusions and recommendations in the ballot draft. If a
member qualifles his assent to or dissents from a part or all of
the ballot draft, he may submit a written explanation of his position
for inclusion in the published document if one is issued, The ballot

form shall contaln a notice to the effect that publication requires
the approval of two-thirds of the membersvof the Board then-serving,
that the Director, with the approval of the Chairman, may make
changes in the text of the ballot draft not affecting 1ts substance;
and that 1f members suggest changes in substance and approve the
'ballot draft subject to such changes being made, the Director will
either treat them as dissenting, or resubmit the ballot draft with
their suggestions, to the entire membership of the Board.

5. Publication

If two-thirds of the members of the Board then serving
approve the issuance of a ballot draft, the Director shall have'copy
prepared for the printer and see that the pronouncement is distributed
to the membership of the Institute and is made available for sale to
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the public,. Aﬁ announcement of the publication shall be made in
Thg Journal of Accountancy and The CPA, and the editor shall be
requested to reprint the pronouncement iﬁ an early issue of The
Journal of Accountancy. Published pronouncements on accounting
principles shall contain the names of all of the members of the
Board. They shall designate the members who qualify their assent
and those who dissent, and shall include brief explanations of the

position of such members.

b. When Not Based on an Accounting Research Study

" When the Board disagrees with the conclusions of an
iccounting research study and decldes to issue é pronouncement which
;akes a contrary position, or when a matter is consldered by the
joard to be too urgent to wailt for the publication of an accounting
‘esearch study, the procedure shall be the same as that outlined in
ule XIIIa except that a memoréndum pfepared undef the direction of
he Director wiil replace the final draft of an accounting research
tudy.

c. Materiality

Pronouncements on accounting principles shall be consldered
s applicable only to items which are materlal and significant in
he relevant circumstances,

d. Retroactivity

Pronouncements on accounting principles shall be consldered
>t to call for retroactive application unless they contain an
ssertion of intent to do so.

e, Timing
Pronouncements on accounting principles shall ordinarily

- i1ssued between April 1 and October 31 of any one year.



f. Interpretive Rulings

1. Distribution of Questions

Questions submitted in writing to the Institute concern-
ing the interpretation or application of pronouncements of the
Boérd, which are considered by the Director to be substantive rather
than routine in character, shall be transmitted to the members of
the Board, together with any answers which may have been given by
members of the Institute staff. ‘

2. Action by the Director and the Board

The'preliminary consideration of a question may be by
correspondence among the members of the Board or by discussion at a
meeting of the Board or both, at the discretion of the Chairman.

The Board may refer the question back to the Director. "If the Bodrd
deems the question tg fe substantive, 1t shall instruct the Diréctor
to prepare the‘draft of an interpretive'ruling in answer tq the
question., - The procedure followed‘in the 1lssuance of such rulings
shall be similar to.that followed in the issuance of pronouncements
on accounting principles as outlined in Rule XIIIa except that ex-
posure of drafts of proposed interpretive rulings for comment before
publication shall be at the discretion of the Board. The issuance
of an interpretive ruling shall require the approval by written
ballot of two-thirds of the members of the Board then serving.

g. Revision and Revocation

A revision or revocation of a pronouncement of the Board
shall be made 1n the same manner and with the same degree of

formality as the original pronounqgement,
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XIV. Review of the Work of Instlitute Committees

If a committee wlshes to deal publicly with a matter of
accounting principle, consideration shall be given to the necessity
of first presenting it to the Board. Declsion as to whether or not
there 1s such a necessity shall be the joint responsibility of the
Director and the Director of the Technical Services Division. If
they cannot agree, @he decision shall be made by the Chairman. If
the decision 1s that the matter should be presented to the Board,
this may be done by correspondence among the mgmbers of the Board
or by discussion at a meeting of the Board, or both, at the dis-
cretion ofhthg Chairman.} The Board may (1) approve the proposed
action of the committee, or (2) disapprove such proposed action, or
(3) issue a pronouncement of its own in the matter. The affirmative
vote of at least two-thirds of the members of the Board then sérving
shall be required for the first or the third_altérnatives. .If the
Board elects thé third alternative, the procedure‘followed in the ‘

issuance of its pronouncement shall be simiiar to that outlined 1in

Rule XIIIa.
XV. Reports

The Chairman shall distribute a draft of his report to
the Councillto the members of the Board prior to 1ts presentation
to the Council, in time to permit the receipt and consideration of

comments from the members,

XVI. Amendments

These Board Rules may be amended at any meeting by a two-

thirds vote of the Bodrd.
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FISCAL COMMITTEE RULES

(Rules Adopted by the Fiscal Committee Pursuant to Charter Rule IVd)

XVII. Meetings
a. Call of Meeting

A_meeting of the fiscal committee shall be held when a
call is issued by the chairman of the fiscal committee. The time
and place shall be set by him after consultation, to the extent
practicable, with the other members of the committee.

b. Number of Meetings

At least two meetings shall be held each year. The budget
of the Director for the~fiscal year beginning on September 1 is to
be .in the hands of the Controller of the'Institute by the preceding
July 1, and the revised budget for the remainder of the;fiscal year .
and the fprecast for the folldwing year are to be submitted byvthe
ensulng February 15.

¢. Quorum Reguirements

Three members of the fiscal committee shall constitute
a quorum,

d., Presiding Officer

The chairman of the fiscal committee shall preside at 1ts
meetings, If he-is unable to be present, the chairman of the Board

shall act as the presiding officer.

e. Agenda
The chairman of the fiscal committee ordinarlly shall

prepare a written agenda for each meeting and distribute 1t to the

members of the fiscal committee with the call for the meeting.
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With the consent of a majorlty of the members present, additions
may be made to the agenda at the meeting,
f. Voting
"Each member of the filscal committee, including the chair-
man of the fiscal committee, shall have one vote on any matter
before the fiscal committee, and any matter shall be decilded by the
vote of a majority of those members present at a meeting or ex-
pressing théir opinions by correspondence.' In case_of a tlie vote,
the matter shall be referred to thé Board for decilsion.
g. Minutes ' |
Minutes shall be kept of all meetings of the'fiscal com-
mittee by thé Executive Director of the Institute, or by his
designee, Cbpiés shall be distributed promptly to members of the
fiscal committee, other members of the Board, the Executive Director,
the Director, and suéh other members of the Institute staff as may
be designated by the Executive Director or the Director. |

h., Relation to the Director

The Director spall bé éxpected to attend meetings of the
fiscal commlttee. He,shall-have“thé privilege of the floor. He
- shall prepare budgets, budgetlreports, and reports of other adminis-
trative problems of the Di?ision for the 1nformati§n.of and review

by the fiscal committee.

XVIII. Correspondence

Copies of correspondence among members of the fiscal
committee relating to the operations of the fiscal committee shall
be distributed to members of the fiscal committee, and the Director.

All such correspondence shall be considered confidentlal.
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XIX. Reports
The chalrman of the fiscal committee shall disftribute a

draft of his report to the Council to the members of the fiscal
committee prior to its presentation to the Council, in time to
permit the receipt and conslderatlon of comments from the members
of the fiscal committee. The report shall be éent to the Chairman

for transmittal to the Council.

XX. Amendments
These fiscal committee rules may be amended at any meet-

ing by a two-thirds vote of the members of the fiscal committee.
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