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Facts: A computer firm Was rngaged exclu-
sively in computer proi-essing income tax return
data for professional tact return preparers, includ-
ing various to al offices of many national account-
ing firms. When the computer company was
contemp lating making a public offering of its
',tcx k, an inquiry was made regarding whether an
accounting firm which utilized this computer ser-
vice could be deemed independent with respect to
thr .,edits of the financial statements of the ,vrn-
I,it;^r firm required for the purpose of the public
,f f,,ri ng.
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Example 4

Facts: An accounting firm's client , a realtor
corporation, was the general partner and ten per-
cent owner in a limited partnership which owned
unimproved land held for appreciation in value.
The accounting firm also owned a five percent
interest in this limited partnership and a covered
person in the firm had a two percent interest.

Conclusion: The joint investment with the cli-
ent was viewed as incompatible with the appear-
ance of independence.

Example 5 ..

Facts: A covered person in a foreign ac,;ouuting
firm that performed the audit of financial ,tah-
m, nts of a client in the foreign country wlli. h was
4 ob-idiary of a r:nmpany roistered w,th the
Comin;,sion also owned an industrial egl:ipinent
rompauy from wJia fi 'he client had ordcro d .iii
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)`xample 8

Facts: Covered persons in the accounting firm
had a common investment with stockholders of a
prospective Mient. These covered persons owned
approximately t 1 percent of Company A and the
other investor; who owned approximately 78.5
percent of Company A, also owned 22 percent of
the prospective client.

Conclusion: Independence was adversely af-
fected because the common investment which the
covered persons of the firm had with the substan-
tial minority shareholders of the prospective cli-
ent was such a circumstance as could lead a third
party to question the firm 's objectivity.

Example 9

Fjcfs. An wt ourltnt; firm planned to construct
frier buildings in whit h it would occupy a rela-
,i, Iy ^:nall 1;, r!i)n ,4 the space and would rent
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Example 11
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Conclusion : Independence was impaired.

Example 15

Facts: A c ". rd person , together Witt, I t•,t,tlii
officers of the I r l^t-,mt, organized a corip prat ion
which purchili I l r rterty from the registrant for
$ICX),000 giving the registrant $2.7.100 t,l, :-id a
purchase money mortgage for $.7-,1 v 10

Conclusion. hndependencc ,,,.r a :1 ii -d.

Example 'r,
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