PricEWATERHOUSE & CO.
58 PINE STREET

NEW YORK January 17, 1934

Hon., James M. Iandis, ..
Federal Trade Commission, -~ T - (3 3.7
Yashington, D. 2. ) i

Dear Mr. Landis:

As requested in your letter of December 19, I anm
sending you a draft of a regulation covering the guestion of
truth in accounts. 1 am sorry that this was not sent to you
earlier, but as you will realize, the pressure over the year-
end is very considerable, ind some delay has been occasioned by
my desiring to get other opinions on the draft vefore sending
it to you. The form is modelled on the sort of regulations we
used to draw when the Revenue Acts of 1917 and 1918 were first
coming into force. However, I have assumed that any value the
draft may have to you would be in suggesting the substance of
a regulation which you would phrase in conformity with the
general practice which the Commission develops.

I think such a regulation would do much to relieve
the apprehensions of accountants. Xven if it were not binding
on the courts, it could scarcely fail to have great influence
with them. Today, accountants feel, I think, that the courts
do not understand accounts and are apt to reach the most extra~
ordinary conclusions in relation to them. To an accountant,
the decision of the hizhest court of Jassachusetts in United 0il
Company v. Zager Transportation Co,, and the decisions of tax
cases from the Board of Tax Appeals to the Supreme Court,
afford ample evidence of the fact that frequently not even the
fundamental character of the accounting problem is appreciated.
In these circunstances, and with the law conferring jurisdic-
tion on courts of every kind and quality and imposing a liabil-
ity bearing no rslation to the injury caused even though there
is no suggestion of anything more vicious than honest error,
it seems to me that hesitation to accept the responsibilities
of the Act on the part of the accountant is (if he has the
prudence which is the first requirement of his profession)
inevitable.

I mention this point because, in conversation with
Mr. Brandi of Dillon, Read & Co. recently, he told me that you
seemed to have some difficulty in understanding the basis of
this hesitation. Incidentally, kr. Brandi said that you had
ingquired of him whether he understcod my firm to have a settled
policy of refusing to undertake accounting work in connection






