G. Y. Brevin April 1k, 1960 Mrs D. Eo Erskine
evelnd L

EUCI0H LEAD

ittache: 16 o mesarandum swasrizing ths historiosl sequence of evente and accounting
extrice for the Paston lsed dispostion, It wves eoxpdiled from various sources and
represcils the most accurate »eacxd X heve Yo adble 9 develop.

Parts A, D, 222 C of this wend are Joupared with the Jwvenue Agent in mind and eonld
be showvn to him 10 explain the story. JPart P 1s fer eur Laternal use and s Intended
1o for: the basis for our own &lscusstous.

e Henue m-'l.mn that the trensaction was not fully amplated tn 1556 and I prapocs
to roise this point with ths nev agent st & convenient miment.
IGM»M)qmued&ﬂ!yuu'ﬁndlvofihllwumﬂad!munﬁu‘l;;ibf1&01&!“”1&&
nerrutive {n csse you wish t0 treat the matter diffexently or otherviss improve the
BlOry.

hen we heve recorded the nev dispostion we should find trhat we will alwost exactly
recover our present net book velue oF about $43,000 (depending on dggreciation)e.

6. K. IREJH
m m;’\t'
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G. K. Brevin april 13, 1950 MBORARIUM
Cleveland 1k, Onlo R

PUSTON LEAD TRANSACTION
A. _HISTORICAL SEQUENCE OF EVEMS

Under n sales sgreament, dated March 3, 1958, 0144den agreel to ssll the entire assets
0f Scranton Nivision No. 88 to0 Dumont Alrpland and Jarine Instsuments, Ine. for the
considerztion of $75,000 plus the value of iuventory as determined at dats of trensfer
{(April 10, 1953). Cli4den received » check &a Govn paymint £or 10,000 vhich was
creditod to Misc. Profit and 1oes and was swdeequently inclnded as & miscellansous
fzcome ften on our 1958 tax retura. The balance vas 4us &nd payadle on or dbefore
spril 10, 1958.

The escrov fastructions, dated Narch 31, 1958, provided that &if the full purchase price
ves not paid before April 10, 1958, the doed and M1l of sale (for inventory) would be
retumed by the escrov agent to Olidden, sinoe time wvas of the gssence Of the contruct.

By agreasent on £pril 10 and April 16, 1953, the escrov was extenied to April 18, at
which tioe £t expired. '

Oc My 7, 1958, Clidden formally motiffed Dumont that £t wes in bresch Of its agresment
as of April 19 and had forfeited its depoait.

On June 9, 1953, 0liddan and Dumont entered into an Amsndatory Agreessnt for the sale of
the fixed assets st the folloving cousiderstion; deposit §5,000 (pald by check) and two
procissory notes for $75,000 (covering the fixed assets) snd §$26,293 (covering inventory).
The noter were to be secured by & mOrtgags on ths real estate and dy s mortgage bond.

Ehortly therearter Dumont entored into possession Of the plant and premumbly commenced
operations.

On June 13, 1958, the Union Conmerce Bank sdvised Glidden that the §5,000 check was
dishorored, at which time Glidden dedéted Misc. Acoounts Reoeivable and credited Misc.
Profii aud Loss for this mmount, viish subsequently eppeared as & miscellansous Lacome
‘tem on our 1950 tax retum.

During this time, and in viev of the btreach of ocontract by Dumout in presenting 8 worthe
less cbeck, Glidden retained the title dead. Consequently, the ¢title desd vas nsver
resorded for trensfer, the title 414 not pess and the assets yesained in the ownership

cf (ldaden.
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BUSTON LD TRAHSACTION -2 ®rid 13, 2960

At the tine of our 1058 fiscal closing the logal pature of this trensactilion wes unler
consideratian by our lspal departmont, end 1t ves not syparont that 1t shoul?d be trealed
for accouitding Or t&xX purposes on any dasis other than tho emended of Jne 9th.
Ve, therefore, recoried the disposition of the fixed saseté under (mgust 31, 1958)
axC aloved @ net gofn of 430,600 on Schodule D of our tax retun.

O Deceriter 23, 1955, notice vas issusd to oreditors 0 £ile proof af clafm in banknptcy
of Dusont.

Oc Poauery 12, 1959, Clidden filed claim in hsnlmm:cy gor §110,145.64 as danapes for
broacii of controet of Ame 9, 1958, comprising: umam@,,ooo, Prouissory notes
of $75,000 snd $36,203, plus belance of $3,053.6% miscellaonous 3tems

I:n the interia, Duxxit osexsd opsrations and wert oot of posssssion and from August 1959,
Clidsan, to protect fts property, re-entered possession through & osretmier and fncgryed
varicus maliutenance expeuses aod resl sstate tases.

0o Dezexdber 17, 1959, Oliaden yoceived §$3,991.52 fyom Duont reprecenting certain operating
procoods dae 1o 0184den and in no way ocomnected with the sale or with the bankuptcy
proceelings. This amount $s curreatly emried Sn a Cash Clermrance account and vill be
credito? to Mac. Profit and loss duxring F.X.B. 8=31-60,

Oz Docexber 15, 1959 the real pooporty and machinery snd equipment were sold at public
ouctlon to U-J. tarianul and others. Title 0 the pernooalty passed ou Deceber 1J,
to the realty ou February 15, i960. As Of the laker date, the txeunfer wes completed
exd poyent was reoeived dn eagh. Accounting entries €0 yecord the property dispostion
vill be mode during P.Y.E. 0-30-00.

Clidden is currvently sxeniing its muwwmwwm for
broach of coutract by the amount of the procesds froa the Decanbor 15 suction scle.

8. AIYCIN OF THE TRAIBACTION

(1) It ic clear that theye was no cogletad male and no tranafor of tStle to the
a5 the yosult Of either the contrect of March 3, 1950 or the contrect of e 9, 1958,

(2) oOur tox return for P.Y.E. 8-31-58 (particularly Schedule D) &(4 not xepresent the
true gtate of affairs as sudsequently rovenled.

(3) 4he proporty remained in (1idden’s owmership at all tises until the trensfer dales
orDccu:berls, 1959 snd Pebruary 15, 1950. Oa this point should be noted: QOlidden's
citapts to safeguand the property after Duaomt went out of possession, Glidden's
., pormats of real property tax and the recoguition by the Pankyuptoy Oourt that this . .
property wes 4n no way part of the assets of Dumont availabls for dlstritution end

vas absolutely in the owmershipy of Qlidden.

() T handling of the cash payment of 10,000 and the dishooored .check of §5,000 s
vicce Profit and 1oss items fnclnded in 1950 fncome, furthor {llustrates that no
cilc Lodok place.

GLD37918
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BUSTON YEAD TRANSACTION

-3

C. ACCOUIETNG NMTRIES RECCEIED

Date

G.A.

Patyry

5“:/31/58
6/ 9/58
6/ 9/58
6/ 9/§

8/31/58

/21159

8/31/59

5409

a2

G743

62585

J.v.8

P.I.R.
7018

83523

Cash Clsarance
Scranton §8 (Msc. Pe & L.)
Breach of Contrect Demages

Acoounts Receiwble
Scranton §8

Bec. of rotes 0or Lnvwentory b sgplies

Accounts Beosiveble
mwmﬂu
mammm,mam

Accounts Recalvatle
Scranton §8 (Wac. P. u..)
Breach of Contract Dmmgos

Depreciation Beaerve
Unfinishod Corstraction
Prop.y Pit. & Bgot.
Wec. P & L. « Onp, Oaln
To record sale of Buaston Lssd Div.

Acoousts Beoelvable
Cash Clearance

R.E. Tax peyoent gaaxtarly

Accounts Swosivabla
Accounts Payadle
Caretaker sarvioes for Mgt

$ 10,000.00

26,293.00

75,000.00

54000.00

A18,435.00
75,000.00

1,278.50

Micc. Accounts Recelvable « Dumont Credit Palence at 8-31-59
Tax Payrents and Haintenence Pxpenses doring F.Y.B. 8-Y1-60:~
9/ "4/ )9 91561 R.E. Tax

/24 /59
: 10/8/59

u/5/53
l/?f&&

Ciialv

91316
200010
101235
101236
102802
103375

iy

oy

Total Misc. Accouats Recelvsble - Damont 3/31/60

dprid 13, 1960

$ 10,000.00
£6,293.00

5,000.00

55000.00

e

1,278.50

204,08

$107,676.38

L
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YUSIOR LEAD TRANSACTION ohe Aprid 13, 1960

D. RECOMMENDED HARDLING

()

(2

(3)

(%)
{5)

(€)

(7

(©)

(9)

NN

Ve have Laken fnto Misc. P & L 4n 1958 the cash yecelpt of 430,000 and the

~ dichonored check for $5,000. These now represent breach of contruct dazmnges

and nre properly vecordsd. %The §5,000 smount will be sdjusted by our Accounts
Receivable credit whan charging off the dall debt,

Jourual Voucher §8 of Augast 31, 1958 andl G.A. 627AS of Sune 9, 1958 should be
reversed by the following eatxies:

| Datt  _Cremt
Msc. PAL ¢ hg,%
Proy., Plt. & Egpt. 7]
Misc. Accounts Reosivadle - Dumont $ 75,000
Depreciation Reserve M18,435

Additionnl Depreciation whould by set up for one-helf year fu 1958, sl) of 1959,
and one-half year 1in 1960.

Voucher should be prepared t0 record the ultimate sale in ¥.Y.E. 8-31.60.

Kisc. Profit end Loss for P.Y.E. 8-31+60 should Ya credited with $3,991.52 for the
riscellencous receipts now being held in Cash Clearance.

mhe taxes &nd miscellaneous expenses for the eurrent fiscal yesr 1fsted above asd
totalling $2,645.06 should be reversed cut of Aocounts Reoxivabls end charged
directly to the expenbe sccoumnts inwolved,

The sane procedure ma in {6) should de adopted for the tax and nes itens of
£1,273.50 and §104.83, totalling §1,383.38, recorded 7/21/59 end S/w' s

Tac resuding Misc. Acomints Receivadla - Dxmont deuit balanve of $31,293 should be
charped to Bz):dDebts (but query: what divisiog as Besdquarters could not adsord
this amount?).

Any subsequent proceeds of the bankruptcy proceciings should be taken as Bad Dedt
recoveriec.

Gyl
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