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Disclosure in
Summaries of Earnings

DoNALD J. HAYES
Home Office

+ | *ue summary of earnings required to be included in most registration

l statcments filed with the Securities and Exchange Commission
("SEC”) is recognized as being one of its most important parts. It is this
summary which presents in condensed form the earnings history of the
business and which gives the investor a basis for evaluating its future
prospects. Equally important, the summary provides a convenient gauge
as to the reasonableness of the offering price of the stock or the ability
of the company to earn the interest or dividend requirements on a pro-
posed debt or preferred stock issue. Accordingly, it is incumbent upon
the CPA, who is involved in the preparation of a registration statement,
to be most familiar with all aspects of the preparation of the summary.

The basic rules for preparing the summary are included in the SEC’s
instructions to the various registration forms, of which Form S-1 is the
principal one. Item 6 (Summary of Earnings) of Form S-1 provides that
the summary shall include the operating results of the registrant and its
subsidiaries consolidated for “each of the last five fiscal years of the
registrant (or for the life of the registrant and its immediate predecessors,
if less) and for any period between the end of the latest of such fiscal
years and the date of the latest balance sheet furnished, and for the
corresponding period of the preceding fiscal year.” As a practical matter,
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the summary of earnings is usually amplifi:d 0 to serve (as permitted
under Form S-1) as the required “stat¢micnt of income” and it will be
discussed in that context herein. Althoupl other problems incidental to
the preparation of the summary will be refened to, it is intended that the
scope of this article will be limited to the nature and extent of disclosures
required.

Standards of disclosure

Before considering the specific mattors that should be disclosed in a
summary of earnings, it would be well to review first the basic require-
ments for disclosure and the standards to be met. Generally, this is
approached in a negative manner by considering whether disclosure is in

fact inadequate. Here the customary rule is that disclosure is inadequate’ -

*“if interested and informed investors arc misled as to any material item,
or if they are not advised of important matters concerning which they are
cntitled to be apprised.”

The adequacy of disclosure must be evaluated by the CPA who
will be guided by the AICPA’s pamphlet Generally Accepted Auditing
Standards which states: “Informative disclosures in the financial state-
ments are to be regarded as reasonably adequate unless otherwise stated
in the report.” In this evaluation, the CPA should be guided by con-
ventional (non-SEC) financial reporting practices, authoritative auditing
texts and the pronouncements and publications of the AICPA. In report-
ing on the summary of earnings, he must also take into consideration the
specific accounting rules of the SEC, primarily Regulation S-X as supple-
mented by the Accounting Series Releases, and the SEC’s general require-
ment for the summary of earnings (Form S-1, Item 6) that it shall,
whenever necessary, “reflect information or explanation of material sig-
nificance to investors in appraising the results shown, or refer to such
information or explanation set forth elsewhere in the prospectus.”®

Disclosure techniques

The primary considerations in determining the best manner of con-
veving, the various appropriate disclosures are the nature and the length
ol the dita to be disclosed and whether such data are included in other
pints of the prospectus, including the notes to the other financial statements.
Gienerally, any of the following medin of disclosure are appropriate:

O Stmdisnds OF Divg lotire Bor Published Finaneind Reports, The Aecounting
Roview, Yol AXX, fuly 1944, po 406,
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1. The body of the summary as, for example, a separate caption, a
part of a caption or a separate column.

2. Notes to the summary or explanations in a textual paragraph
preceding or following it.

3. Other sections of the prospectus, including notes to the other
financial statements, to which reference is made.

Although some flexibility exists in the manner in which specific dis-
closures may be made, the form of presentation should be designed to -
enhance the reader’s understanding of the data and to minimize the
possibility of misinterpretation.

It is desirable and, in fact, recommended by the SEC that informa-
tion be shown only once in a prospectus and not duplicated. Therefore,
when disclosures essential to the summary of earnings are included else-
where in the prospectus, they should be referred to explicitly in the
summary but not recited again. The CPA, however, should be sure that
the information so referred to is complete and to the point.

Since the summary usually appears in the forepart of the prospectus
whereas the other financial statements appear on the final pages, it is
necessary in preparing the summary to distinguish between. accounting
disclosures relating to operations and essential to the proper understand-
ing of the summary and disclosures relating to the other financial state-
ments. With regard to disclosures to be included in notes to the summary,
the SEC has stated that such disclosure may be limited to “information
. . . of such special significance in appraising the summary that its omission
would likely give rise to misleading inferences.”® Accordingly, it is cus-
tomary to omit from the notes to the summary the so-called compliance
information required by Regulation S-X (opening and closing inventories,
depreciation methods and rates and so forth), and include this information
in the notes to the other financial statements.

Some accountants have followed the practice of including required
financial disclosures in the notes to the financial statetments and of
referring in the summary to those notes which have an important bear-
ing on operations. Although this may simplify the drafting of the notes,
it is likely to prove perplexing to the reader of the prospectus who must
repeatedly turn pages back and forth in order to read the summary. In
situations where a particular disclosure has a significant bearing on both

(1) Accounting Series Relewse Now 62 (lune 7, 1947,
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operations and financial position, it should be appended to the statement

to which it is most pertinent and a cross reference thereto included in the
other statement.

Care should be taken to segregate information and explanations
relating principally to accounting matters, which ordinarily fall within the
scope of an audit, from disclosures of an interpretive and non-accounting
nature. Accounting-type disclosures may be included in the summary or
notes thereto, while non-accounting disclosures should preferably be set
off in a textual paragraph after the summary. This treatment removes
any inference that the non-accounting data is covered by the accountant’s
report. In the discussion which follows, the various specific disclosures
have been grouped in the categories (accounting or non-accounting) in
which they generally fall.

Accounting disclosures

General basis of presentation—The first accounting disclosure usually
made is a statement of what the summary purports to be. For example, it
is customary to explain which companies’ operating results are included.
This can be done in an introductory paragraph or, if the explanation is
lengthy (for example, where operating results of predecessor companies
are included), in a note. Types of situations which require disclosure
may be exemplified as follows:

1. The registrant was organized during the period of the summary
or prior to the effective date of the registration statement by a
combination of companies in a transaction accounted for as a
pooling of interests. (A summary combining the operating results
of all of the companies combined or to be combined is usually
presented in these cases.)

2. The registrant succeeded to businesses previously conducted as
partnerships, “Subchapter S” corporations or divisions of other
corporations. (A summary including the historical operating
results of such predecessors with appropriate pro forma adjust-
ments reflected after historical net income to arrive at pro forma
net income on a basis comparable to the registrant’s present
operations is customary in these cases.)

3. The registrant has acquired companies in transactions accounted
for as poolings of interests. (The summary should be restated
to include all such companies for all periods with appropriate
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disclosme, i applicable, as (o whether opeating, reatts of wanh
pooled companies have been recast o o common fiseal yem o
combined on the basis of their differing fiscal years,)

Purchases or dispositions of businesses—Major acquisitions or dinpo
sitions of businesses subscquent to the initial year presented in the summary
of ecarnings will have a significant cffect on a registrant’s five-year curnings
history, except when they occur during the latest months of, or shartly
after, the last fiscal period presented in the summary. In the latter situn
tion the summary of earnings will not be representative of the repistrant'y
business as presently constituted. In either event, disclosurc will Do
required and this can be accomplished by several means.®

When significant acquisitions take place during the period covered by
the summary, one of the following methods of disclosure is appropriate;

a. Segregate sales and gross profits in the summary as between the
original business of the registrant and the acquired businesses,
This method is especially appropriate where the acquisitions huve
had the effect of substantially changing the character of the repis-
trant’s business. .

b. Disclose in a note the sales and operating or net income of
acquired businesses for the year of acquisition. This disclosuie
is appropriate where the effect of acquisitions is less than in (1)
above but where the comparability of one or morc ycurs i
significantly distorted.

c. Include in a note a statement explaining generally the cflect of
the acquisitions on the summary and referring to other sections
of the prospectus wherein the acquisitions are discussed. 'I'his
disclosure is appropriate when the effect of acquisitions can be
clearly indicated without supplementary financial data, as for
example, when substantially all of the increase in sales and oper-
ating profit between years is attributable to the acquisitions.

When significant purchases of businesses occur during or shortly after
the last fiscal period presented, the historical results of operations of the
registrant will not be representative of the results which can be expected

(3) The SEC'’s Accounting Series Release No. 53 (November 16, 1945) states
that “disclosure should be made as to significant known factors that might

render past earnings statements, or particular items therein, not indicative of
probable future operations.”

1963 5



THE ARTHUR YOUNG JOURNAL

in the future. In such cases, it is generally appropriate to includé in a
separate column in the summary, or in a note, a pro forma presentation
combining the registrant’s operating results for its last fiscal year or a
recent twelve-month period with those of the purchased companies for a
comparable period. This presentation should give effect to appropriate
pro forma adjustments, such as interest on debt incurred to finance the
acquisition, additional depreciation or amortization on the “stepped-up”
accounting basis of assets and the related tax effect. Similarly, if the
registrant sold or otherwise disposed of operating units which accounted
for a material portion of consolidated sales or net income during any
period presented, the results of operations of such units should be segre-
gated to the extent practicable within the summary so as to show either
complete results of operations of the discontinued units or at least the
resulting operating profit or loss. If operating profits or losses of the con-
tinuing business differ materially from the related historical consolidated
amounts, a presentation of pro forma net income and earnings per share
of the continuing business after giving effect to allocation of income taxes
and any other properly allocable expenses is customary. -

Changes in accounting principles employed—TFor disclosure purposes,
changes in accounting principles employed or in their method of applica-
tion may be classified between (a) those changes for which retroactive
effect is customarily given in the summary (e.g., consolidation of foreign
subsidiaries not previously consolidated) and (b) those changes for which

retroactive effect is not customarily given (e.g., changes m depreciation
methods).

As to changes retroactively applied, disclosure is not necessary if
there has been no wide distribution of the financial statements prior to
the restatement; otherwise, disclosure is required as to the change in net
income in each year restated. It is not necessary, however, to repeat this
disclosure in statements issued in years subsequent to the one in which
the change is initially disclosed.

As to changes not retroactively applied, the effect upon net income
and net income per share in the year of change and, if practicable, in all
iubsequent years shown, should be disclosed. This disclosure should be
continued in each summary of earnings in which results of operations of
he year prior to the change are presented. If changes have been numer-
yus, it may be convenient to reflect their nature and effect in tabular form
vith columns provided for each year in which a change has occurred.

JUuLy
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Salgs and operating c'\'cnumm-Undu lho gircumstinces indicated
below, additional infor m.mon rc;,ardmg s.tlu and: opummb FEVENUCH I
be disclosed. SR

1. 'Opemtmg revenues (mcomc {from scrvnccx, ru\tﬁ, cte.) must be
stated separately from sales, if the lesser. of the two cxceeds 10%
of the combined amounts and if the summary is intended to-serve
as the required “statement of income.” Related- costs of sales
and operating expenses must also be shown separatcly in- this
case. If the registrant’s accounting system makes it impracti-
cable to segregate such costs and expenses, an explanation lo,
this effect is customarily included in a note to the summ.u'y

-2, It is usua]ly necessary to disclose the method of Arccvog,nu;mg"
income under long-term construction contracts and othcr unusual .
methods, such as the deferral of income from installment sules
and the finance method of accounting for income by equipment
leasing companies.

3. Where a substantial portion of the registrant’s sales are to on¢ .
or two customers, this fact must be brought out. This  also .
applies when a significant amount of sales is made directly or' -
indirectly to the U. S. Government at prices subject to renegotm-'
tion or redetermination.

Selling, general and administrative and certain other expenses— When
the summary is designed to serve as the required “statement of income”,
certam expenses must be disclosed even if it is not the practice of the
regxstrant to disclose such amounts for other reportmg purposes. These

- include:

1. Selling, general and administrative expenses: Companies using.:
functional expense classifications for other reporting purposes will .
usually include information as to selling, general and adminis- -
trative expense in a note.

2. Interest on bonds, mortgages and similar debt: If substantially.
all interest relates to such debt, this requirement may be con-
veniently met by inserting the suffix after interest expense, “prin-
cipally on long-term debt.”

3. Profit sharing' and pension plan provisions: If these provisions
have been made on a consistent basis throughout the period and
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no major change in the plans has occurred, no disclosure is
usually necessary. However, when these costs fluctuate signifi-
cantly, they should be shown separately. When they have been
curtailed or substantially reduced in any period, or when the
plans have been recently adopted or are to be adopted and their
full effect is not reflected in the summary, the effect on net
income (per share and in total) should be disclosed by showing
what the situation would have been if the company had con-
tributed (a) in the case of pension plans, an amount sufficient to
cover current service costs, plus interest on unfunded past service
costs, if that is to be the registrant’s accounting policy, and (b)
in the case of profit sharing plans, the maximum contribution
permitted under the plan. In the case of recently adopted or
proposed plans, appropriate disclosure may frequently be made
by a cross reference to information given elsewhere in the
prospectus concerning these arrangements.

4. Provisions for doubtful accounts and amortization of debt dis-
count and expense should be disclosed, if material in relation to
net income or to related expense captions in which these amounts
would otherwise be combined.

Significant non-recurring items (included in the determination of net
income)—In Accounting Series Release No. 62 it is stated that “unusual
conditions or significant non-recurring items of income or expense (should
be disclosed) in the summary or by footnote.” If such items cannot be
adequately described and their non-recurring nature indicated in the sum-
mary, they should be explained and their per share effect on net income
given in a note or in the earnings per share tabulation following the
summary. Examples of items of this type are gains or losses on sales or
disposition of major investments or units of property, gains on sale of
inventories acquired at substantial discounts in the purchase of other com-
panies and plant moving or start-up expenses.

Special items—Regulation S-X requires that special items (i.e., non-
recurring or other items of profit and loss not included in the determina-
tion of net income) are to be separately stated and described. In situa-
tions where there is more than one special item or if required descriptions
are unavoidably lengthy, it is often convenient to include the information
in a note, If special items representing adjustments of prior years’ trans-
actions have been previously reported in annual reports but, for purposes

8 JulLy
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of the summiny, ae reteonetively applicd (o such priore yeis (ee et
active adjustments” following ). the nature and amount of such itemes jnl
the years affected should be disclosed.

Income taxes—Explanation is rcquired as to income tux provision,
reductions or related tax situations which arc unusual or non-recutting
or which otherwise require disclosure to prevent the summury lom
being misleading. Some examples are:

Deferred taxes: In accordance with the concept stated in Accoun
ing Series Release No. 85 (Footnote 7), disclosure is requisid
of the amount of provisions for and thc factors giving rise (¢

. deferred income taxes. This may be accomplished by use of u
separate descriptive caption in the summary (e.g., “Provision o
income taxes—deferred, relating to accelerated tax depreciation™)
or by a note.

Loss carry-forwards: If the tax provisions in the sununary e
materially reduced due to carry-forwards of tax losses from prior
periods, disclosure of the effect of such carry-forwards upon ne(
income, per share and in total, in each period is usually con
sidered essential.’®’ In cases where loss carry-forwards have the
effect of substantially reducing the normal tax provision in most
of the periods presented in the summary, disclosurc may bhe
accomplished either in a note or by amplifying the provision lor
federal income tax so as to show separately (a) the provision
before giving effect to the loss carry-forwards and (b) the redue
tion due to such carry-forwards. The earnings per sharc tabuly.
tion, in this instance, would also be amplified so as to present the
per share amounts before loss carry-forward benefits as well na
on a historical basis. The amount of the remaining unused carry-

- forward, in total and by year of expiration, should ordinarily also
be indicated.

Disproportionate tax provisions: Other reasons why the provision
for Federal income tax does not bear the approximate normal
relationship to income before such tax should ordinarily be dis
closed except in instances where such abnormalities are occasioned

(4) In Securities Act Release No. 4469 (March 21, 1962), the SEC held thit
the summary of earnings included in the registration statement was rendered
misleading by the failure to disclose, among other things, that net curningy

for a recent fiscal year were higher because of the utilization of non-recurring
tax loss benefits,
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by percentage depletion, the dividend reecived deduction or other
obvious causes. Losses of subsidinry companies, capital gain
treatment of major items of income und individual corporate sur-
tax benefits in multiple-corporate orgunizations are typical items
ordinarily so mentioned.

Prior years’ tax credits and adjustments: JIf material, these should
be retroactively applied to the ycar(s) to which they relate, includ-
ing years prior to those reported in the simmary, and the result-
ing adjustments to net income or special items previously reported
should be disclosed.

Consolidated income tax returns: 1f a summary of earnings relates

to a company which has paid or currently pays its Federal income,

tax as a member of a consolidated group of companies, disclosure
should be made in a note of the estimated amount of tax that would
have been shown had the company filed its own tax return, if
significantly different from amounts provided.

Investment tax credits: Under the provisions of Accounting Series
Release No. 96, disclosure is required of the amounts of invest-
ment tax credits, if material, and the method of accounting for
them. Furthermore, the SEC insists that in the summary of earn-
ings the income deductions relating to the investment credit be
classified on a basis consistent with that used in the balance sheet.
For example, if the unamortized investment tax credit is applied
as a reduction of the property accounts, the corresponding charge
in income should be to depreciation expense or to another appro-

priate account but may not be to the provision for Federal income
tax.

Payment of dividends and restrictions thereon—The existence of
restrictions on payments of dividends is frequently a significant factor to
b considered in the interpretation of earnings and dividend data in the
spmary.  Such restrictions may usually be disclosed by a cross reference
0 o note to the financial statements or to a section of the prospectus
whercin such restrictions are described. If no dividends have been paid
during the period, that fact should be indicated in a note.

Litigation and other contingencies- -Contingencies relating to income
i matters, litigation or other uncertaintios: which ¢ould materially affect
eamnings should be - deseribed or referred o in o note to the summary.

0 tary

DISCLOSURE IN SUMMARIES OF EARNINGS

Such description should include (a) information as to the nature of the
contingent items, (b) appraisal of outlook, (c) monetary estimate or a
statement that no estimate is determinable and (d) the opinion of man-
agement or counsel as to outcome. Contingencies of such significance
as to warrant disclosure in the summary of earnings may require a quali-
fication in the CPA’s report.

Unconsolidated subsidiaries and 50% owned companies—The amount
of the registrant’s equity in earnings of unconsolidated subsidiaries and
50% owned companies as compared with dividends received should be .
disclosed in a note to the summary if the amounts are material. If the
registrant or a consolidated subsidiary had transactions with unconsolidated
subsidiaries or other affiliated companies, the amount of sales to such com-
panies and the estimated profit or loss thereon or on any other transactions
with affiliates must also be disclosed.

Foreign operations—If the summary includes substantial amounts
applicable to foreign operations, it is appropriate to include a note dis-
closing sales and earnings of such operations and the effect, if any, of
foreign exchange restrictions.

Retroactive adjustments—Appropriate disclosure of such adjustments,
including a brief description of the nature of the adjustment and the
amounts by which previously reported earnings have been restated, should
be included in a note to the summary.!® Where adjustments are numerous
and substantial, this note may take the form of a tabular reconciliation of
earnings as originally reported and as restated.

Earnings and dividends per share or ratio of earnings to fixed charges
—The basis on which per share amounts are computed, particularly if on
other than shares historically outstanding, should be indicated in the sum-
mary or a related note.(® :

Special consideration should be given to proposed future changes in
capital stock if dilution of earnings is involved. For ¢xample, if all or a

(5) In Accounting Series Release No. 62 the SEC indicated that, in preparing
the summary of earnings, amounts originally reported should be recast to
reflect subsequent transactions or adjustments applicable to prior years.

(6) Some typical situations in which shares historically outstanding will be
retroactively adjusted for purposes of per share computations include: recapi-
talizations and stock splits, including those occurring shortly before the
cffective date; recurring stock dividends; issuance of shares in poolings of
interests and substantinl conversions of preferred stock or debt. In the latter
situation, dividends and interest (net of tux) applicable to the preferred stock
ind debt converted, vespectively, would be eliminated for purposes of such pro
formu computation,

1961 tl
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substantial portion of the proceeds from sale of capital stock is to be used
to retire long-term debt or to replenish recently depleted working capitat
and if a significant dilution of earnings is indicated, it is ordinarily appro-
priate to disclose a pro forma earnings per share for the latest year (and
any subsequent interim period). Such pro forma computation should be
based on (1) the actual shares outstanding adjusted for the number of
shares to be sold in so far as the proceeds therefrom are required to
liquidate such debt or restore normal working capital and (2) net income
after giving effect to the elimination of interest expense on the debt to be
liquidated, less related income tax effect.

When the summary has been restated to include substantial amounts
applicable to companies acquired in poolings of interests, dividends of
such companies, which would not be included in the per share statistics
because of differing dividend policies, may be disclosed in a note. Dis-
closure of dividends paid in a note rather than in per share statistics may
also be appropriate in certain other unusual situations in order to avoid
misleading inferences as, for example, where in the past dividends were
paid to a parent company on the basis of the parent’s requirements for

funds or where dividends have been waived on shares held by controlling
stockholders.

Companies registering debt securities and reflecting the ratio of
earnings to “fixed charges” in lieu of earnings and dividends per share
should disclose the basis of computation of such ratios in a note,

Non-accounting disclosures

As mentioned earlier, the Form S-1 instructions require disclosure
of significant non-accounting matters affecting the summary of earnings,

Thus, disclosure is generally required if any of the following conditions
is present to a material extent,

Sales—Unusual or significant changes or trends in sales, in total or
by product, during or subsequent to the end of the period should be
disclosed, particularly if such change or trend is an adverse development.
Also, if there has been a significant decline in the current backlog of

orders as compared with the comparable figure of the prior year, this fact
should be explained. '

Net income, costs or gross profit ratios—Disclosure of unusual or
ignificant changes or trends in net income, costs or gross profit ratios

2 JuLy
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is required where there have been substintial increases or decreases r:n
" ) . * » . s p » . in t e
the gross profit ratios in recent periods. An increase mﬂqet mc;);fncrease
most. recent period usually need not be explained provi mé; sut  Increase
is attributable to incrcased volume of revenues, but sxgmhcan eadverse
in net income or the incurrence of a loss, particularly where aﬂﬁci erse
trend is indicated, should be explamed.f” Rece‘nt :lr an.cef ted
increases in costs not offset by comparable increases in sales pri an
increases in officers’ salaries, if significant in relation to net income, may
require disclosure.®

Seasonal factors—When seasonal factors tend to make refpor:;j
interim earnings not necessarily indicative of re§ults to be expected fO:ence
full year this fact should be disclosed. Ifx thls.regarc‘i, a Cross a;efe one
to the section describing the company’s b.usme.:ss, mcludmg‘ season hac; otrh ,
is frequently appropriate. If prior historical res.ults'mdncate t z: :
balance of the year from the date of th? latest interim statement ;:;at
sented is normally a breakeven or loss period, a specific statement to
effect is required.

Subsequent earnings data

f a significant period of time will have elaps:ad between the date of
the ﬁlnanciagln statemsnts included in the registration statement a(\ing th?
expected effective date, the SEC will generally request th.at updat'e nax;t
cial information be included in the pr?spectus. The mformatxox.x tr;xgm
commonly requested is sales and earnings for the mos’t recent lnSil:ce
peried and for the corresponding perl?d of th.e pr?cedmg yﬁar: Dince
this information may be and invariably is unaudited, it shoulfi e mct:;x <
in a textual paragraph following the summary to clearly delineate i rton-
the audited information. This informatxol.x is, however, met.ely an ex et
sion of the summary, on a condensed basis, and the foregoing comments

d the

iti se No. 3908 (March 13, 1958) the SEC foun

M ;l)':os::gtﬂ:‘e:f ?hc; ::;li:?r:nt to be ma!e_ri?l!y mnslea;hr;ga l::; :ir:lc‘!iltx;;;::%ea psetx?it:(i

ibi mpany’s substantial increase in sale r !

&e?lﬁed:ls:cn:ﬁglri tgg g:'ni%gsywithout at that point also discussing the decline
in earnings over the same period. '

(8) In_Securities Act Release No. 1961 (chembgr 18, 1943) the Sgg, e::

' rnferring to anticipated increases in the registrant’s interest expense;,t cted L:hat
. et' aid officers and_directors and certain known other costs, sta ha
§‘a\:viﬁ:ll'el)such changes will have a materu;ll _eﬁ'e%t c;n n:gspel?:tl":;n et?)n:;::ags[;roﬁi

issi isclose those changes and their effect with relati ;

::Td'si:)osg ;(t)at(::ﬁfents is as misleading as if the registrant’s past earnings had
been misrepresented”.
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as to disclosure are equally pertinent to the extent they are applicable to
the data furnished.
* * * %

The foregoing comments, while not all-inclusive, should make appar-
ent the complexity and diversity of matters which may have to be con-
sidered in the preparation of the summary of earnings. In view of this
and the heavy reliance placed on the summary by the investor, the CPA
who is involved in a registration statement should be prepared to apply

the highest degree of professional skill and judgment to this aspect of his
work.
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A Teacher in G P AL Land

Harnry J. Kies

(AY Alumnns)
Weashington, D, ¢

¢ ERE’S another example of a teacher being spirited away by privat:

industry.” Such was the good-natured ribbing which | reccivend
from my fellow faculty members when I announced that I was tnking i
position with a public accounting firm. :

Paradoxically enough, however, it was the decision to make tenching
my career that led me to the public accounting job. You must under
stand that my teaching field is accounting and related busincss suhjevin
and, although I had taught these subjects for several years, I folt that
I lacked sufficient “practical” background in my field. Hence, my divi-
sion to work for a while in public accounting where I hoped to puthier
knowledge and experience which would be useful to me in my teaching
position.

Why did I choose public accounting? Because I wantcd o job
where I could get the maximum amount of experience in the mininuu
amount of time. It was my understanding that most public accounting
firms handle numerous varieties of clients.

The next decision I had to make was “which public accounting
firm”? It should be a well-known and reputable firm, sincc I woull
be learning procedures, principles, etc., which I, in turn, would be purss
ing on to the students.

After making my choice (Arthur Young & Company), I had 1o
decide at which of its offices I could best achieve my objectives. Alter
speaking with several of the partners, it was decided that onc of the
smaller offices would be best, for it was felt that here I would be abie
to work in 2 maximum number of auditing and accounting arcas. Alto, -
the particular office selected (Washington, D. C.) had a wide varicty of
clients, so that I would be able to study a number of different kinds ol
business systems.

. Mr. Kies is a graduate of Elmhurst College, Elmhurst, UHlinois and the Univer
sity of Hlinois where he received an M.S. degree. He had taught at Millikip
University, Decatur, Illinois and Wisconsin State College, Whitewater, Wisconsin,
before joining the Washington, D. C. Office of Arthur Young & Company. He has,
since then, returned to teaching, and he is presently on the faculty of the University
of Maryland where he is also studying for a Ph.D. degree.
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