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Executive Synopsis

- This Bulletin reports recent developments on lead in paint == Feders! bill approved by
House and Serate, as reported out of Conference; Consumer Preduct Safety Commission
{CPSC) cpproves axemprion of artisis’ paints and related materials from Federcl lead
ragulation (Copy appended.) Matmachutetis ragulations on 2-galion zenrainers may be :
amended; Wisconsin lead bill reported by Ausembly commiries; amenamenr ro New Yeark -
City ordinance proposed. ! P
Also reports NPCA actions to cbrain relief from New Jersey pesticide regulations whieh ! -
would ban mercury uses in that s1ate; 10 obtain amenaments to very rastrictive air "=
pollution control regulations in Connecticut, Louisiana and New Jarnsy; and o acauire IR
Dy survey informarion on “specia] =peckaging” requirements of the inCustty under axisting ! ;":- o
and propoted PPPA regulations. b

includes comments on new Produe? Hazards Lis?, stetus of sproy adhesives ban, recodification
of FHSA regulations by CP3T, and Senars pousage of Corsumer Preduct Warranties bill. O

And, in gddition, promulgates information on IRS regulations which made "full absorption*
inventory costing mandatory,
CONTACT AT NPCA. OMice of Legal and Govamment Relations Division.
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A. Leag in Peinr == Lecen’ Zevelooren~-s 3_‘_-:_»:-'-
1. Feceral T
Q. Fouse and Sencre 300rove comoromise ‘ead il .
"LAL" Bulienin No. "4 reparred Hause pasiage of *he Feaeral 'saa 2ill S. 407 =z~ 1ar Farm
s comparison of cifferi~g Drovisions in t~e House ana Senate versions. Cn Sesre~ne” "=, -~ zorigrges B
et cnd resolved the cifferences betwenn the dills. The finai, agreea-upon comoramise” .ens o~ s3mec =4 -
ne following pravisions: - s

‘1) Research. Confarees accepred the Houss vertion which recuires *he Corsurer
Srosuc’ safery Commission to conauct resedrgh on muitipie loyers af aries sai=r
film, conrgining rhe various lead compounds commonly used, in oroer to ascer'a’n
the sofe lavel of leca in residential paint producrs. No larer than Dec. 31, 1574,
a report of the result of this research must be made to the Congress.

(2) Lead Standard. Conferees adopred a compromile positian on this point. The firgi
.angucge pravides for a 0.5% sionaard crior to Dec. 31, 1974; ofrer Dec. 31, 1974,
the srandard becomas 0.06%, except thar, if the Corsumer Product Sofery Commispien,
based on the research studies, derermines thar another level (not 1o exceed 0.5%) is
safe, then that other lavel becomes effective after Dec. 31, 1974,

(3) Praemotion. Conferses accepred the House language which srares that it is the inten?
of Congrass to supersede any Srats or local laws which provide for o requirement,
prohibition, or standard relating to the fead conrent in paint which diffars from the
provisions af this Act. Any such State or local law purporting ro establish sueh
different requirement, prohibition or standard is declored null and void.

Tha Confareas also included o pravisien ta prohibit the applicati on of “lead based maint™ o :
any oy, furniture, or cooking, drinking or eating utensil. (This is in addition to the existing pronibition = o
against vse of lacd based paint in residential srructures constructed or rehabililated with Fecaral
sssisionce.)

2 *; This final version was incorporated in ¢ Conference Report which now has been adocted by the
full Sencre and House of Representatives and sent to the White Howe. The Prasident is expected o
‘ake action in the very near furure.

b. CPSC approves exemplion of ortisis’ puints and related materiols

COn Septembar 281h the Consumer Produst Safely Commission approved the exemplion of artishy’ -
painm and relared materiels from clomification as o banned hazardeus substance under the lead regulation -
of Mareh 11, 1972. This sstion == published in the Federu| Register on Ocrober 4, 1973 (3B F.R.27514) -- .
pravides for the exemprion to become effective on Decomber 3, 1973, "except as 1o any pravisions ther
may be stayed by the filing of proper chjections.” (Copy appended.) - -
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This :atrer siz"ement ‘s emonasized deczuse i~ indics es 'not @ Derioe of e $or Syt mar tommeneg
and cbjections ¢can de expected wnen the Sgency fingiizes rne reguiatisn coven~§ *~e crinzs exem=zr =rg
~equested by NPCA one vear ago. ‘See "LAL" Bulietin Na. 7%, Noac-an yat ~as ceen ‘cxen oy S35
as successor agency ro FDA) on the NPCA reguesr, :7us the implementarion cate “ar *~e grogser cz egar es
covered By *nat proposed reguiation remains suspended, anG -- such prooucrs can Canrinue "9 Se ~arkerec,

even thougn the lead conrent may excesd 0.5 percent,

As explgired in 2n eorlier Sullerin, the coregory for arrists' peints anc reic’ed ~c e ='s wcs ~or
inciyced in the NPCA reauest because sucn proaucrs were nor considered Dy the inausrey *a 3¢ 'seirts
ana similar surface-coaring mererisls” ond rhus nor suoject to the initial ban, Neverr-e:ess, s5er
publishing fon December 5, 1972) the proposed reguistion covering the exemarions reaussres =v NACA,
£DA published {on January &, 1973) o propeasad regulation o cover Inis aaditionai produer cs'egary,

‘See "LAL" Bulletin No. 8).

2. Siere

0. Massachuset's lead raguiation may be amended

As reported in "LAL" Bulletin No. 14, NPCA formally requested certaln amendmenrs ro the
"Regulations for Lead Poisoning Prevention Progrom == The Commenwealth of Massachusarts” wnich were
appended to "L&L" Bulletin No. 10, ~a

NPCA has no! racaived formal norificotion and we ara unable ta confirm that the regulations - .
heve in fact, been cmended. Howaver, information has been received unofficially thot the Direcror of -
Maysachusetts Lead Poisaning Conrrol Program has reported to the Massachusetts Denartmant of Public .
Health that the Gavernor's Advisory Committee to the Lead Poisoning Prevention Program voted unanimousiy -
1o amend porsgraph 4.4 of the regulations, os published on April 6, 1973, by omitting the nine worss a: )
the end of the sentence “nor s0ld in contginers of less thon 2 gallors.™ At such time os this amenomenr
may be published, it would have the effect of eliminating altogether the restriction on sales of the exempred 7.
produch in conrainers of less than 2 galloms. -

Mecrwhile, members are reminded thor the Massochusetts reguiations became fully eifective en Fene
October 1, 1973.  Thaese regulations contain provisions for speciol labeiing; bur ~= there still remains .
an unresalved legal question as o whether these labeling provitiors ere null and vaid due ro Fedaral pre-
emption of labeling under the Feders! Nazardous Subsiances Act.

) r

L A

oy

&y

1t is our own legel opinian ther such previsiers are nullified by Federal presmption, even though =
no Federal label has ye! been finalized for thoss products For which an exemprion from the Fuderel i.-;—"%
(0.5 percent) leod level hos been requested. While Massachuserrs officials have nor expressad agreement wEAS

.
.
.

]

with this pasitian, they have indicated that they weuld respect Federal preemption of labeling once the
Federal reguiation prescribing @ leod label for exampred produens is finalized.

We have not pursued this motter in court mainly becouse we believe the burden resis with the
srare of Massachusetts ro demomtrare that their labeling is not preempred and we believe the maiter can
be succassfully resolved withour court action onca requisite labeling ia prescribed by o finel, Federal
regulation.,
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Alter noving been aormont for many montns, V'scomsin Assempiy 3iil No. 250 inrrseLces -
Zebruary 1573) was resorrea favorsdly oy tme cognizenr Assemoly committee ear:ier *='s Tonr~,

This bill would require *he Srare Deparrment of Fealth ro adeor regu.ations witin & mo=r=g
estaplishing *we .goc-content levels in paint, ‘Vhile 'ne Federsl preemorion srovision srou. 2 conrroi
~~is ascect, tre pill zoes cznrain several other cbjectionsole provisions, as 7o' sws:

1. 'Nould require a label on all poinr producs exceeding *~e 'e0a content s*arcars,
ro state "'NARNING «« Conrains poisonous ingresienrs.” LeMess ~ot eis "~an
'8 paint type.)

2. 'Vould prohibir use of point exceeding the lead contenr sranaard on interier
surfaces of "any home, cpartment building, educarional or child-caring

L P
‘mstitution, hospirel, clinic, stare, professionai office or pudlic goinering s
si18ce.” wT
3. Would require businesses ro disploy o sign waming purchasers against the use of
products hazarcous becouse of lead conrent. R 3
This measure is being followad closely and, with the invelusble ausistence of memours in ‘~._
Wisconsin, appropriate action will be taken in an effor? 1o correer the chave ocojectionable reauirements, ;" .

3. New York City procotes amendmaent 1o lead ordinance

Amendments have besn proposad o the existing New York City ordinonce (prasently 1%) wirh

the srated purpose of bringing the ordinance into canformily with the FDA regularion. As written, *ne

proposed amendments would prohibil the possestion or sale of any paint conraining more than 0.5% lead

which is intended or packaged in o form witcble for use in or around the household.

While uniformity with the Federal regulation Is desirable, this proposal makes no provision for
the seven product cotegories which have basn exampred from the ariginal FOA order pending odditional
raview and the promuigation of a further order. (See "L&L" Bulletin No. 7.). Accordingly, if cacpted
in irs present form, these amendments would have the effsct of prohibiting the sale (ond even pomsassion)

in New York City of the many industrial and special=purposa cootings covered in the seven product
categories.

Fortunately, the New York Paint and Coatings Astaciation was alert te this situation and their
notification of NPCA has permitted us to file chijectiors to the amendmants along with objections filed
by the local anogictien. We hove crgued,ameng other things, that adoption of these amendments would
be premature until final action at the Federal lavel. An informal meeting with appropriate Cily officials
has been requested in order to resalve the matter in advance of any formal consideration of the amendments,
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©3, sdgrzurv i Paint s« \ew .ersev "esjictions

ae1 ~

NPCA nas flied comments with *re Naw _eriev Senarrm=gn* of Saviran~e=~ra: B-arger an gn *mar
1*a*e s orogosed oesricide control reguiations wnich wauia, emong 9™Mer Cnirgs, SISty —efS.ry
zampounss exced® thare used as Jrugs o oefined in N.u S A, 24:27-21" 25 o P ania" ez Sesticise.
Ie‘er: Prapased Chaoter -2 Pesricide Conrrol Yeguiarions, Secrion 2.3, Listea Nuwzer 'Z5.,

The NPCA comments == prasented ar ¢ pudlic ~earing in New 3runswick, New .e-sev an
Scraoer 14, 1973 -« suspoarrec representatives of *he New York ang Phiigae:0nig PCA 5, *~¢ =g,a¢
~arcury suppliers and otrer incustry witresses or'enging rnis nearing  NPCA and *he reustrs ire seex.ng
*3 nave *he orooosed reguiations amended 1o as To permir the conrinued use of dnenyiTerc.ricis = 2ginn
2na cocrings penaing Tne resolurion of rne issue oy e Feceral agency (EPA),

Note. The saminirrarive orscaedings on *nis issue have peen ‘urther deiaved 'see .AL"
Tulerin No. 14) wirh *ne granring by the Adminisna*ive Low Judge of an saaitianal 30 1avs
until Novemoer 30, 1973) for industry wirnasses 1o antwer the pce=trigi or af of SPA wnicn

was filed an Qctooer (st

C.  Air Poliution Cantral Regulations

1. Cannecticut and Lavisiane

The states of Connecricut ond Louisiana have adooted air pollution control requlations which
include very restiictive 10lvent emussion controls based an earlier EPA direction (EPA Guicelines to the
Stares, August i4, 1971; 38 F.R. 15485). These controls simply do nor provide the solvent use flexi-
bility neeged 1o manufactuse painty and coatings; and, EPA now recognizes these as unfair ond
unworkable, The Louisiana regulaliom alrecdy are in effect; but, the Connecticut regulations ds nor
become fully effective until January 1, 1975. It should be noted, howsvaer, that == after Januery 1,
1974 == all arehitecrural coarings sold o offered for sole in Connecticu? in conrainers lorger *hon one
ausrt must contgin phatocnemically unteactive solvents n eccatdance with the acceptadle Rule 66
approceh.

In view of the foregoing, NPCA cuirently is 1eeking @ meeting on rhase motters with
cporopriare officials, ro discuss foir and 1aasonable alrernatives. (A meeting is scheduled with
Connecticyr officials far Ocroner 29, 1973; as yat na meeting has been confirmed with Louisiane
officials. )

2. New Jersey

Regarding the New Jerisy situstien, EPA criginolly published o proposed trampertation contral
alan for parts of thet stete which was suantiolly a Rule=6é cpproach for arganic salveant contral, We
nove lsorned, howaver, ther these provisions have been medifiad, perheps substontially, during rhe
rsie~-moking process. NPCA currently is reking the necesiary legel staps to preserve our right to restify,
offer cammants, ond to have o fols hearing on the regularion currently being comaidered.

As these mattars develop and further informatian s available, it will be reported.
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D. Poison Prevention Packoging Act == Survev of "specic! ~aoeksging ~aayiremenry a8 lngysiry ..
On October 17th @ Memorandum, with “"Child Resistant Packaging Sursey” srracned, was ’ L

‘orwarded to all NPCA membaers. This is an effort == 0y *ne Atsociation's Packaging Cammirtae == *o
sbtain infarmation on the industry’s oresent ond onticioated reauirements for child-resisrant oecxaging

for those produtrs now suoject ro “special-packaging” requirements unaer *~e Faison Prevention Jacxagi~g
Ac! or expected o te covered by srandaras aireody proocied and currantly seiag consicerec for Fingy
publicarion by the Consumer Product Safery Commission,

Memeer: are urgad 1o complere the aforementioned "Child Resisrant Peckagirg Survey ' zra
return ro NPCA Heodquarters as soon es cractical. This will previde guidance to cssisr *~e Associcnian s - -
Pgcikaging Commirres in determining additional steps that may ke necessary ta ocravide for >~e ‘acut rv § -
needs in this critical area in the near future. See "LA&L" Bulletins 14 and 15.,. "

E. Consumar Product Safety Commission

v, Preduer hazard list issued

-.(l'

The Consumer Product Safety Commission has relacsed o comprehensive lisr of consumer product
categariex which, becouse of the threat of injury ta the American publie, are likely to ba the tubject of
eorly action for development a1 product sofely standarde. (See "LAL" Bulletin No. 14.). The list
(Consumer Praduct Hazard Index) is based on reporn of injuries, amsociared with consumer produets,
raported by 119 hospitals nationwide participating in the National Electronic injury Surveillunce Sysrem
(NE!5S). .

Paints and solvants cre lumpaed logether in this report, ond ronked 23 our of o rotal of 359 produc:
ratings. NPGA is aitampring o obrain more details on this matter, particularly since “leed peisoning”
caies apparently have been included in the toral “injuries” for the "paints and solvenrs” caregory.
Aerosols are ranked 59 under the product dascription == "Pressurized Containers, Aerosol Cams.” Again, .
the "injuries” have been lumped togethar, thus those related to ceresel "paini” cannot be distinguished
fram other aarmsal products.

Comminion Chairman Simpsen has srated that, while the agancy will focus grearer artention and
resources on produch cppearing high on the list, it would be o mistake for manufacrurers te conelude that
products “near the botrom of the listing® would net aiso be the wbject of studies lecding ro the deveiop-

ment of prosiuct stendards. Me challenged industry to initiate actions to develop ond adopt veluntery . .
safety siondards, i
2. Spray adhesives ban continues -

The ben on carfain spray adhesives (reporied in "LAL" Bullelin No. 16) remains effactive while
the ageney (CPSC) continues to conduct a very thorsugh inveatigetien of the matrer. Informarion available
to date indicares that no "causal cannection batween exposure .... and chromesone camage leading o .
gonatic birth defects” yat has been confirmed., s

— - o—
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?. FHSA Regulctions recodified bv CPSC - -
The Consumer Proauct Safery Commissian nas revisea and recosified the reguictions implamen:.~g . '
the Federsl Rozaraous Subsrances Acr. This action is similar *o tha reportad in "LAL" Bulletin No. "5

with cespecr o the srandards undes the Poison Prevennon Fackaging Acr.)

The FHSA -eguiations =~ formerly canrained in Title 21 of the Federal Reguiations, 2zrr 191 --
~aw have been issueo cs Part 1500 of Title 16, Chaoter I, Cade of Federcl Regular'ons. ~“e -ecocifizz" =~
was publithed in the Federal Regisrer on Zeptamber 27, 1973 (38 F.R, 27012-38); ong, since ~o ~ew
requirements were goded, the raguictions oecame effsctive uoon date of oudlicarian.

G. Federol 8ill on ‘Narranty Standaeds Passes Senate

Last month, the Sencte powsed 5, 156, a bill designed 10 provide disclosure stancaras far

written consumer product warranties, ro define Fadersl conrent standards for such warranties, and *o s
increcse tne powers of the Feders) Trade Commission (FTC) in this area. As srared in the recor? by ~e '
Senate Cammarce Commirtes, the purpose of the bill is to “improve the positien of the cansumer in the - .
marketploce by making the Federal agency respomible for his econemic well being (the FTC) mare e

effective and by delinecting with specificity the duties which suppliers of consumer producrs cuume when .
offering warranties er sarvice contracrs in writing on consumer produers. .

The warranry provisions opply to oll "consumer products” which are defined a3 any rangible
personal property normally usad for personal, fomily, or housenold purpases and which casrs the purchaser
more thon five dollers.

Some of the specific provisions are as follows:

a. In order to moke mere ond clecrar information availabie to the consumer, FTC is
given gutherity ro issue rilea preseribing the manner and form in which information ..
cbout any written warranty is displayed. Tha rules may require the following ro be w
¢learly discloted in the warranry: name ond address of warrentor, product or parrs L
covered, srarement of what wamantor will do in the event of defecr and or whose T
expena, excaptions ond exclusions, peocedure to foliow wnen maicing claim under
the warranty, estc., eic.

b. Esrablishes unifarm Faderal standards for written warrenties which are: to repair or Lces
repiace any malfunctoning or defecrive product; within @ reesoncble time; and 1
withaut charge. -3

c. |f o warranty meeis the cbeve srandards and does net limit liability of the warranter, -
it shall be designared as “full (starement of duration)” warranty, LT
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d. If *he warranty maers the Federal s"anoards bur does limit liceility 2s sermi oga By —

State law, then it must also incluce o srarement, sucn as “ligoility for cansequanrigi ..}._-
samages, limited; remedy limited 5 free rapair or raplacemenr witrin g reasananle e e
rime, without charge.” e

e. ‘Varranries not meuting the Feasral srandards must be designatea in suca manner as tg :» -:

clearly ingicare the limitad scope of coverage afforded. s

f, These is clso o pravisien which prohibirs an express discloimer of imalied warranties f ,:_-.-

any written warranty is made. “'.i‘."
G
S. 356 had been referred to the House intersiate and Foreign Commerce Cammirree for cone wEE
uderation, That commirtee is alsc comidering severa! similor measures introouced earlier in the House, v
the principal one being H.R, 20 (Moss, D.~Colifornia). Enactment of @ law in rhis area is anticipared, fﬁ"}'
perhaps befare the end of the year. Further significant developmen?s will be reporrea os eczurring. ,_'7‘ é.l_:‘,"
L3>

H. IRS Regulations -= "Full obserprion" inventary costing HoA A

LS |

The Intarnal Revenus Service published == in the Federal Register on Seprember 19, 1975
(38 F.R. 26184 = 26189) ==~ certain amendments of i regularions which will require the use of ¢ "Hull
absorption”® method of inventary costing for oll raxpoyern e in manufocruring or sroduction
rotions. |} wos siated by the Commissioner of IIi tnar "EE tulas should timplify the fax reperting
;w many businesses and eliminate the uncertainty ond controversy of past practicas.” Specific amend=
mants apply to sections 1,61-3; 1,446-1; 1,471-2; 1.471-3 and 1. 47111,

While "full absorprien" hes bean quelifiad to some extent by the classification of expenses into
three categories, the new method does teke into cost & number of items that are not taken inre aecaunt

undar either the "direct cost™ or the "prime cost* mathod, neither of which can now be used. These s,
three caregories are deseribed briefly balow: La
1. Category 1 == These costs must ba included in inventary costs, cavar utifities o
uuez as heat, light and pwer), renr, indirect labor and production supervisory i

woges, indirect matericls and supslies, uncapitalized toels and equipment, and R

couts of quality control ond inspaction. ._:_':‘
¥ XA

2. Cat 2 == These costs, which are nat to be included in inventory cost, cover
morkering, odvertising, selling, and other dialvibution expenses, interest, research
and other exparimeniol expenses, |oues {isted under section 165 of the Code,
parcentege deplation in axcem of cosr depletian, depreciclion ond cmortizetion
taken for federal Incame lax purposes in exces of the amount taken in Fnencinl s
reports, income tenss ottributable o income from the sale of inventery, pension
coniributions reprasenting post services cost, end gereral and administrotive expsnses
and officers’ saisries incident te the manufocturer's activities as @ whole.
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3. Cstegory 3 - Thess cosrs may or may =or ce includes in investory cost ceoenci-g
pon naw they are treared in the financial reporn), cover raxes otner *~on .acome
*axas, depreciction thawn in financial reporrs and cost cepletion, empioves derefix,
costs atiributable to strikes, rework lebor, serap and spoifcge, fsctary caministrsrion
expenses, officars’ salaries ond insucances.

Category 3 costs are includable or excluccbis from rhe comouration of i~va~rpriatle cosr in
sccordance with the roxccyen' financicl reporting rreatment for such cosrs, but -« only if wen -ear~ear
is not inconsistent with generslly cecaprable acceunting principles,

* Liberal treasition rules were established in the Final regulations ro encoursge "axsavers rg c~arge -
tneir mathod of inventory costing. Those whe choxe to swileh ra the “full absorption” methed veiunreri ¢ .-
may make o special election by filing Form 3115 during the first 180 days of any rexapie yeor Bagirmirg

cfter September 18, 1973 and befors Seprember 19, 1978, Subsrenticl benefins will zeerue o tnose

raxpayan who moke the spacial election during the ollowed transition period.

As gvident, this is o complex subject cnd, while o significant developmenr, NPCA has nor
crrempred 1o pravide further detuil in this Bulletin because all manufacturers need to review carefully
their present Invenrory and accounting proctices and indicated changes with their swn accountenn
and/or tax attarmeys. -

oha M. 7T E

(/John M. Monrgamery, Gensral Counsel
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