G. 1. Brevin April 1k, 1960 Mo Do Ko Brskine
fleveln-d b

EUCIO0H LEAD

s#ttache: 16 o memarandum swrarizing ths historical sequence of events end accounting
cxtries for the Paston Lead dispostion, It vas eoapiled from varicus sourcas and
represeits the most accurate 3ecord X heve Yo able %0 develop.

Parts A, B, and C of this wend are youpared with the Jwvenus Agent {n mind and eonld
be shovn to him t0 explain the story. Part P Is for our Lnternal use and §s Intended
1o for- the basis for our owvn &lscussions.

Kr. Moo mﬂwan that the trensaction was not fully amplated in 1958 and I prapoos
to ruisc this point with the pev agent at & copvenient méiment.

I suould cppreciate your reviev of the sugzasted procedures ;:5. of the historical
nzrrative 4n cose you wish to treat the matter diffexently or otherviss improve the
BLOry .

hen we heve recorded the nev dispostion we shold £ind that we will alwmost exactly
recover our present net book velue 6F about $43,000 (depending on dgpreciation).

0. K. JREIN
m m;’\"
Ciounl
ALutiy,
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G. K. Brevin april 13, 1960 MEBORARDUM
Clevelond 1k, Ohio o

PUSTON LEAD TRANSACTION

A. _HISTORTCAL BEQUENCE OF EVENIS

. Unler n sales sgreement, dated March 3, 1958, 0144den agreed to sell the entire assets
i of Scranton Mvision Ko. 26 to Pumont Alrplans and arine Instruments, Inc. for the

considerction of $75,000 plus the value of fuventory as detemmined at dats of trensfer
. {(April 20, 1958). Glid4en received & check & dovn paymint £or 10,000 vhich wes
L creditod to Misc. Profit snd loss and was sudeequeatly fnclunded as & miscellansous
fzcome Ltem on our 1958 tax retura. The balmnos was d4us and payadls on or before
spril 10, 1958.

The escrov iastructions, dated Narch 31, 1958, provided that &f the full purchase price
ves not pald before April 10, 1958, the doed and M1l of sale (for inventory) would be
retuned by the escrov agent to 0lidden, sinoe time wvas of the gssence Of the coutruct.

By agreezent, on April 10 and April 16, 1953, ths escrov was extended to April 18, at
which tioe §t expired. '
e
i Oc My T, 1958, Clidden formally notiffed Pusont that £t wes in bresch of its agreeaent
- as of April 19 and had forfeited its depoait.

On June 9, 1953, Gliddan and Dumont entered into sn Amendatory Agreeasnt for the sale of
the fixed assots at the folloving cousiderstion: deposit §5,000 (paid by check) and two
procissory notes for $75,000 (covering the fixed assets) sad $26,293 (covering inventory).
The noter were to be secured by & BOPtEASe On the Teal estate and by s mortgags dond.

Shortly thereafter Dumont entcred into possession Of the plant and presumadly commenced
operativnsg.

0o June 13, 1958, the Union Conserce Bank sdvised Glidden thst the §5,000 check was
dishorored, at which time Glidden dedéted Misc. Acoounts Reoeivable and credited Misc.
Profii azd Loss for this saount, vi:ish subsequently eppeared as & miscellansous Lacose
‘tem on oAr 1958 tax return.

During this time, and in viev of the btreach of contract by Dumont in presenting 8 worthe
less check, Glidden retained the title desd. Consequently, the titls desd vas nsver
resorded for trensfer, the title 41d not pess and the assets yematined in the ownership
cf (ilid'lax:. LT
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BUSTON LB'D TRAHSACTION -2 prid 13, 2960

At thie tine of our 1953 fiscal closing the logal pature of this trensaction wes under
conzideration by our lagal departaont, end 1t ves not spparont that 1t should be treated
for accounting Or ta&X purposes of any basis other than the emenlded o Xne 9th.
We, therelfore, recoried the disposition of the fired smeeté under (mgust 31, 1558)
axC aioved 8 net godn of $30,60 oo Scholuls D of owr tax yeturn.

0 Deceniter 23, 1955, notice vas issusl t@ orelditore 0 £ile yroof of clafm 4in banknptcy
of Dunont.

Oc Pouyucry 12, 1953, Clidden Iiled cladnm in hunlmm:cy gor §110,185.64 as damapes for
breaci of controct of Ame 9, 1958, comprising: &ishonored chack §5,000, proxissory notes
of $75,000 pnd $26,293, pixs belance of $3,053.6) miscellsoncns Stems.

ﬁx the interin, Deat ossssd opsrations and wert oot of possession and frosm August 1959,
Clidsan, to protect fts property, re-entered possession through & caretmber and inaayed
various maintoocance expeases and real sstate taxes.

On Decesdber 17, 1959, 01123en yeceived $3,991.52 fyom Dumont reprecenting cortain operating
procoods due to 0114%en and in no wvay comnected with the sale or with the banlouptcy
proceclings. This amount $s curreatly carried in a Cesh Clarance account and vill be
creditol to Wac. Profit and loss W'o’-& &Mn

Oz December 15, 1959 the real property and sachinery end equipment vere sold st public
ouction to U-J. otarinnnt and othars. T4tle 0 the pernooalty passed ou December 15,
t0 the realty ou Februnry 15, i900. As of the laker date, the fxeunfer was corpleted
axd poyent was received dn eagh. Accomting etriss t© recond the property dispostion
vill e made during P.Y.E. 0-31-0,

Clidden is cwrrently seniing its mmwumwwmm
broach of coutract by the amount of the procesds froa the Deoanbor 15 suction stle.

3. AlYCIU O TXHE TRANSSACTION

(1) It io clear that thoye was oo cagletad sale and no trannfor of t3ile to the property
as the rosult of either the contrect of March 3, 19580 or the contrect of Mme 9, 1958,

(2) Our tox return for P.Y.E. 8-31-58 (particularly Schedule D) 414 not represent the
true state of affairs as sudbssquently revendled.

(3) e proporty recatoed in (1idden’s owmerehip st all times until the trunsier dates
of Decasber 15, 1959 and Pebruary 15, 1950. On this paint should be noted: QOlidden's
citapis 1o sefeguand the property efter Duamt went gut of possession, Glidden's

. porents of real property tax and the recognition by tha Bankyuptcoy Court that this .
property wes &n no way pert of the assets of Dumont availabls for distritution end
vas abadlutely in the owmershiy of Qlidden. :

(£) T handling of the oash payment of £10,000 and the dishonored .ciieck of $5,000 as

vicc. Profit und Loss dtems fnclnded in 1958 fnoome, furthor Lllustrates that wo
tile Look place.

GLD37918
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BUJTOS LEAD TRARSACTION

Dete G.A.

C. ACCOUITTING JOTRIES RECCRUED

ratry

5/31/58 54409

6/ 9/58 €502

6/ 9/s8 6173

6/ 9/58 62585

8/31/58 J.v.8

P.I.R.

aQ
/22159 P

8/31/59 83523

Cash Clsayance
Scranton 8 (Misc. Po & L.)
Bresch of Contrect Desages

Acoounts Receiweble
Seranton B
Bec. of mote 2or Lnventey & spplies

Accounts Beoceliveble
mummtm
Pec. of pote £Or FT%.y Plt. &qyta

Accounts Recativable
Bcranton §08 (ac. r.u..)
Breach of Contract Dmmagos

Depreciation Beaerve
Unfinishod Corstraction
Prep.y Pit. & 2ot.
nec. P. & L. ~ Onp, Oaln
To xecord sale of Bastoo Lesd Div.

Acoounts Recelvable
Cash Clesrance

R.E. Tax peysent gréarly

Accouota Beoeivnbla

Accounts Paysdle
Carvtaker sarvioes for gt

$ 20,000.00

26,293.00

dprid 13, 1960

$ 10,000.00

£6,293.00

90000

57000.00

A18,435.00
75,000.00

1,278.50

10%.88

Micc. Accounts Recelvable « Dumont Credit Yalence at 8-31-59
Tox Payrents and Maintenance Expenses durisg ¥.Y.E. 8-11-501~

5/ch/59 91561
g/&f59 91316
10/3/59 100510
| 101235
101236
102302
103375
W/5/55 10250
111147

GiToalv

R.E, Tax

Total Misc. Acconats Recelvable - Damout 3/31/60

75,000.00

5,000.00

e

1,278.50

GLD37919
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FUSIOR LEAD TRARSACTION -l aril 13, 195

D. RECOM/ENDED HANDLING

(1)

(2

&)

(+)

(€)

(7

(©)

(9)

Ve have iaken 1nto Misc. P & L in 1958 the cash xeoeipt of {10,000 and the

-~ dichonoyed check for $5,000. These now represent breach of contrect damages

and nre proporly vecoxdsd, The §5,000 ssount will bte sdjusted by our Acocounts
Receivable credit when charping off the dall debt.

Jourual Voucher §8 of August 31, 1958 and G.A. 617AS of Sune 9, 1558 should be
roversed by the following entries;

| Dete _creatt
Msc. P& L ¢ é,%
Proy., Plt. & Egpt. 2]
Misc. Accounts Reosivable - Dumont $ 75,000
Depreciation Reserve 318,435

Ad2itionnl Depreciation should be set up for one-half year Ln 1958, sll of 1959,
and one-half year 1in 1960,

Voucher should be prepared t0 record the ultimate sale 4in 7.Y.%. 8-31-60.

Klec. Profit snd Loss for F.Y.E. 8-31«60 should ba credited with $3,991.52 for the
riscellencous receipts now being held in Cash Clearance.

he taxes &nd miscellanecus expenses for the eurrent fiscal yesr listed sbove asd
totalling $2,645.06 should be reversed ocut of Ascounts Bsouivabls end eharged
directly to the expenns accounts inwvolyved,

The some procedure ma in {6) should de adopted for the tax and nee itens of
£1,073.50 end $104.88, totaliing §1,353.38, recorded 7/21/59 end 8/34/55.

fuc resuding Misc. Acoounts Receivedbla - Damont dsMit balanwe of $31,293 sbould be
charpes to Bz)udDebtc (but query: what Adivision ss Nesiquarters could not adbsord
thie emountl).

Any subsequent proceeds of the bankruptcy proceeiings should be taken as Bad Dedt
recoveriec,

Cxonn e

6LD37920
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