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(%) LEAD INDUSTRIES ASSOCIATION
Graybar Building, 420 Lexington Avenus
"‘é New York, N. Y.
3
March 8, 1937,

To MHexbsrs ¢! the Laad Industries Association:

Sudject: Yormal Stocl: Method of Calculation
of Proftts and iyventory Valuatien
for Corporgte acd Tax Purdoses.

Pyeass rocall the action which was taken by
the lead Industries association, through its Ixacutive
. Conmaittes, in June, 1935, nn the adoption of a resolu-
. tion on the use of ths Formal Stack ¥etbod of Calou.
6 laticn of Profits and Ioventory Valuation for Corporate
and Tax Purposes,

F Through the courteay of Mr. N, . Peloutet, of

E Pogson, Peloubdet & Company, I an sutmitting ths attached
sxrary o what has been dona in Vashingten to accramplish
tha Durpose of our resojution, and meking saggriiicvs for
for your consideration, :
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Respect®ully sulxitted,
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Tollowing hearings befors the Senats Finance Camnmittes
on the 1936 Hevemue act, reprerentatives of variocus tarpayers and
associations have, at the suggestion of the Comittee, been in
touch rith officisls of the Treasury Devartmsnt and the Bureau of
Internal Revenue, with a vicw to odtaining relief from taxatien of
unrealized ani ==listridbutadle vrofits which results from the
apolication of the so-called first-in first-out method in valuing
inventories and $n detsrmining the cost of goods sold, It was
the Sonate Coomittee's recommendaticn that tha velisf should be
sought through ameniment of the Treansury Departnent Rogulations
or through a Treasury deciuicn, rather than by new legislatioa,
sincn the Comxiasioner already has powsr to grant the relief,

The case for vermitting a wethod of costing ssles or of
inventurv vuluation which would have the effect of applying cure
rent coste to cmrvant sales in thove industries in which a large
and constant volume of raw material must at all tiz:e be main-
tained in {aventory, has besn vresented to various cfficisls of
the Truasury Devartment and Furesu of Intarnal Beverns, The
situation ~t ths present time may be mximed up as one which ghows
vory aubst.ntial vrorress towards the granting of some relief to
the iniustrics affected, but it is still imrossitle to state in
exactly vhat form o¢ ut axactly what time this relief can be ex~
vectad, As a result of this, the General Counsel's office of the
Ireasury Dev.rtaent was arksd what, {f any, steps could or should
be taken Oy the taxpayer who dasired to make certain that if any
changes in regulations weras made, or if any decision was handed
down veraitting tha use af a method wshich would allow current
costs to Do auplied to current sales, thay would apply to hts
Todaral Incoue tax return for 1837,

The General Counsalls office replied that iz all prode~
bility any rellief wmld apply to the year 1937 as it would appear
to be 1nequ1tsole to {aturpose a delay of one year between the
granting of relief and its apvlication to the case of an individual
taxoayers The General Counselts office also stated, howevar, that
$f a taxvaysr wishe? to protect his rights more certainly, he could
apnly beforo the expiry of ninety days from the begiming of the
caleniar ycar 1937 or a fiscal year eading after December 31, 1937

" under the authority granted to the Commissioner wmier Article 41-2

of legulations 94, for vormission to adopt a method of accounting
which would have t.ho offect of aoplying the cost of curreat pure-
chasas or vroductisa to current sales, The General Counsells of-
fice stated that thess applications wonld be held «ithout prejudice
watil scme decision had besn arrived at in the Treasury Department
and the burvan of Internal Revenus on the question of industries
where constart voluse of raw matorisls must at all times bo mair~
tainad in inventorye The effect of this treatment of such an
soplication would sopear to bs equivalent to &n indefinite extension
until such time ae the guestion was ssttled.
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Although 1t is impossible to go into cozplete detalls
here, there is raason to believe that some change in regulations
‘or some decision covering this point will be made bafore the
close of the current year. A form of appldcatisn for change in
accounting method is enclosed, It ts suggzested that 1f you
wvigh to protect your rights in this matter, “he avplication
should be £illed ont and signed and returned to the office of
this association. If any decision is resched on thess
zatters by the Trearury Department before larch 31, the appli-
cation will be unnecessary and will be returned to you. If,
however, as nov seoms most vrobadls, no decision is reached,

_the msclication will be filed and your rights will be protected.

It is suggested that you make your decision as to the filing of
this apolication without delay, after consultation with your
counsel, if necsssary, althoush the form of avplication enclosel
has already boen passed on by cownsel familiar with the sita-
ation,
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@ (RDaAY > O APPLICATION)

Commissioner of Internal Revemue, T
Bureau of lnternal Revemue, :
Yashingten, D. C.

Dear 8ir:

The Company, in
accordance with article 41-2 of Regulations 94, hare-
Uy applies for parmirsioa to olopt & method of accounte
ing, Tor tha vear 1937 and sudsequent years, shich will
have the effect of applying tha cost of current pure
chases or production to current sajes,

5 The proposed method of accounting will
4 recult in a 41fferent treatmeat of inveatories anmd of
ths cost of goods sold, in order to avoid the ssrious
distortion of ths Compay's income which results from
ths method heretofors prescridbed. ¥o Litems will be
6 duplicated or cnitted as a result of ths vroposed

change, as inventories at the beginning of the yesr
1937 would be main:oincd at the price of the closing
inventories for 1936,

The Treasury Devartment row has vnder
3 consideration the gersral question whetber such a meibhod  ~
1 of accounting should be permitted {n respect of certain
F classes 0f taxvavers who are-enzarod in industries where
| larze and conrtant volumes’sf raw material must at all

timas bs maintained in inventories. This awplication is
] fi1led in urder to fully nrotect the right of thie Company

to rlopt such uropossd msthod of accounting for the taxadle
vear 1937 in the ovent taat the muthod is hereafter recog-
nigzed by the Zreasury Department.

It 1s rempectfully reguestsd that action ]
L vpon this application be withheld penling a decision Yy
e the Denartment on the general question, In the event
] that zn avvropriata method of accounting exbodyling the .
3 above principles is autiorised, sithar by scendment of the
! statute or Regulations, or bty Qocislon or ruling, suopart-
inz information and dats establishing the application
thereof tr this Corpany will be subaitted,
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