
Hon, J m e s  H. B n d i s ,  
Federal  Trade Comiss ion ,  

i l a s m n g t o n ,  DI 2 ,  

Dear Us. Mndis :  

AS reques ted  i n  your l e t t e r  of December 59, f am 
sending you a d r a f t  of a r egu la t i on  cover ing the  quest ion of 
t r u t h  i n  accounts ,  1 am sor ry  t h a t  t h i s  was not s e n t  t o  you 
e a r l i e r ,  bu t  a s  you w i l l  r e a l i z e ,  t h e  p re s su re  over the  year- 
erld i s  very cons iderab le ,  and soram deelay has been occasioned by  
my d e s i r i n g  t o  g e t  o the r  opinions on t h e  d r a f t  Sefore  sending 
it t o  you, The form i s  modelled on t h e  s o r t  of r egu la t i ons  we 
used t o  draw when t he  Revenue Acts o f  191'7 a n t  1918 were f i r s t  
coming i n t o  fo rce .  Hwdoever, 3 have a s s u ~ e d  t h a t  any va lue  the  
d r a f t  may b v e  t o  you ~pould be i n  s ~ g e s t i ~  the substance of 
a regula  t i o n  which you would phrase i n  csnf ormity w i th  "ce 
general  p r a c t i c e  which the  Com?iasion develops,  

I think such a  r egu la t i on  vould do much t o  r e l i e v e  
the  apprehensions o f  accountants .  Xven i f  r t  were not  binding 
on the  cour t s ,  it could scarce ly  f a i l  t o  have g rea t  inf luence 
wi th  them. Today, accountants  f e e l ,  3 t h i n k ,  t h a t  t he  cour t s  
do not  mde r s t and  accouzlt3 and a r e  a ~ t  to reach  the  rzlost ex t r a -  
ordinary conclus ions  i n  re l .a t ion t o  them, T o  an  accountant,  
f h e  dec i s ion  of t h e  highest  cour t  o f  Idassachusetts i n  United Oil 
Campany v. Xages Transpor ta t ion Co,, and t he  dec i s ions  o f  t a x  
cases  f r o m  t h e  Board of Tax Appeals t o  the  Supreme Ccurt,  
a f fo rd  ample evidence of the  f a c t  t h a t  f r equen t ly  not even the  
fundamental c h a r a c t e r  of the  accounting problem i s  apprecia ted,  
In  these  c i r c m s t a n c e s ,  and wi th  the l a w  confer r ing  j u r i sd i z -  
t i o n  on cour t s  of every kind and q u a l i t y  and imposiw a fiabil- 
i t y  bear in,^ no r ; . . lal ion t o  the  injury caxsed even though t h e r e  

'1 i s  no suggestion of anything more v i c i o u ~  than honest  e r r o r ,  
it seems t o  ne that h e s i t a t i o n  Lo accept  the r e s p o n s i b i l i t i e s  
of" the Act on the part of the accountant  i s  [ i f  kc h a s  the 
prudence which is the f i r s t  requirement o f  h i s  p rofess ion)  
Inev i t ab l e ,  

I raention t h i s  point  because, i n  conversat ion wi th  
Er ,  Brandi of D i l l o n ,  2ead & Co. r ecen t ly ,  he t o l d  me t h a t  you 
seemed t o  have some d i f f i c ~ r l t y  i n  understanding t h e  b a s i s  o f  
this h e s i t a t i o n .  f nc iden t a l fy ,  Itis, Brandi said that you had 
inquired of him whether he understood my f i r m  t o  have a s e t t l e d  
pol icy  of r e fus ing  t o  undertake a c c o u n l i w  work i n  connection 




