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TELHDS 1N ACCOURTING

Two years ago, I had the pleasure of discussing before this
sonference some of the problems facing sccountants becauss of the war
emergency — ranegotiation, provision of war ressrves, losses on in-
vostosnts, tax uncertainties, censorship restrictions, and necessary
sdapiations of audit procedurses, among othsrs. Solutions to those
problems that wers on the vhole satisfactory under the circusstances
and with respect to imnediste objectives were fortunately developed
even though I expect tlat from the vantsge point of leater years there
will be a good bit of sound critiocism offered. Many of the practices
may also ba characterised later on as aberrations from what by then
will have emorged as the course of accounting progreas.

For this newting I have been asked to discuss the aubject
*Tronds in Acoounting.” During the past four years or 8o, there soems
to ma to have bean & lapse in the arguasnis Letween those holding
differing views as to the functions of financisl accounting and of
generul financisl statements, I do not mean et war problems were
resolved without regard to such igssuss, but rather that in arriving at
solutions those holding differing views on this question agreed upon
provedures which were in effect compromises, in whiach the most
significant clemant was disclosure, I may point for an example to the
practios of deducting certain reserve provisions from net incoms and
calling the remainder “bulance transferred to surplus.”
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1¢ is time now, 1 think, to roopen the discussion asz to what
the purpess of general finwncisl stutements should be and, in
particular, the purpose of the income statement, In my opinion, thers
is no more important single qu;ation ai issue today., Differsnces,
even uncertainty, of opinion on this quastion 1lis at the heart of nearly
every accounting which today is being hotly discussed —
whother it be what should be dons with post-war costs that are linked
with the war effort, or what recognition should be acocorded "tax
savings,” or wiat should be done with unused war resarves, or wat
troastoent shonld be followed with respect o cash payments for goodwill
and othar intangibles or how homus and cospensation stock or options
should be recorded.

I think the present a peculiarly sppropriate time o re-examine
this fundamental question on the basis of the oase material which war-
tims financial statenants provide, In them can be found, over and over
again, sctual and often extrame illustrations of ths stock problems
that in years before the war were conjured up in dsbates over the
purpose of financial accounts and the marits of propused treatments,
The materisl is largely pathologiosl, but its study is no less important
and useful here than in the medical fields, It is tho more useful
indeed hecuase many of the problems that now press for solution are
the exbarrassing saftermath of the practices followed in dealing with
the imspdiate needs of tha war peried,
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Probably the principel division of opinion so far as the
fundsmental purpose of sceounts is concernsd arises over the guestion
of whather the incume account ahould be s0 designed as o zrrive at a
figure wiich is reasonably indicative of the resulis of oparstions
undsr *normal® conditions or wshathar it is intended 4o portray in
swnary {orm a8ll of the profite and losses that have beam or, better,
should be recopnised in the current ysar. The issue was pretty well
drawn in the literature which sprang up following publication by the
Amarioan asoounting Assoclation of its statement of iLcoounting
Principles Underlying Corporate Finsncial Statemente., Thiz was first
publishad zome years ago and was revised and republished in 1941. The
basic ergwsents pre and con that are beinp advenced today are not
essentially different slthough their outward appearance has been
adapted to changes in currant practices and procedures., / good example
of this devalopment i3 found, I think, in the citation of the current
form of accountant's certificate as support for the proposition that
the income atatemant should not reflect the rosulis of unususl items,
You will recall that the certificate includes the lsnguage "fairly
pressnts .... the results of operetions” for the current year. LHome
accountants inaist vehemently that such language cannot be used with
respect o un income statement which reflects & materisl profit or
loses on s transsotion that relatas to the gperations of any other year
of years ~~ for axample, & tax refund, & loss on property sold, a lump
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sum paymant for past servioe annuities and 80 on., Uubstantially the
same position is implicdt, 4t geams to me, in the following key
language of Bullstin 23, Accounting for income Taxes, issusd by the
Committes on Accounting Procedure of ths american Institute of so-
countants:
"ag & result of such /unusual/ transactions the

income tax legally payable may net bear s normal relation-

ship to the incoms shown in the incomo statement and the

acoounts thsrefore may not meet & normsl standard of

significanne,.”
The very same difficulty is involved in more prosaie language when
the issus is whether inclusion or axclusion of & particuler item will
sdistort* the income statement, The difficulty in arguments over the
meaning of all such terms as "fairly presents,* “normal standard of
significance," "abnomal® or "distert" is owr lack of agreement as to
what financial statementa are supposed o mean. Until some sort of
sgreement io reached, everyone can use such terms in support of his
own opinion or in oriticising his opponiant's,

Opinion may not perbaps be 50 far apart as might be supposed
Irom some of the arguments that arise over individual cases. Language
can be found in meny of the Institute's Bulletins and in the writings
of those sdvoocating the currant operations principle to the general
effact that there is st least & presumpiion in favor of the charging
of itens to income. There are slso various statoments that certain
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itens must be charged or credited to income. Lowever, most of these
statemants are c¢oupled with an exception where the item is of such a
size &5 to "distort" the income sceount. In practice, wmmer, there
sooms to be a tendency for accountents, both public end private, to
agres with tha gensral proposition that all items, or nearly all,
should go through the income account but to maintein that the
particular item then under discussion is an exception to the rule or
is ons which would “distort" the income ascount if inciuded therein,
Tho real difficuliy in such cases is again a lack of agreement as to
the fundamental purpose of the income agecount,

The first step toward arriving st an wnderstanding in this
matter is not, it seems to me, thw formmlation of a declaration of faith,
The first step, in xy Judgnent, is o make 2 puraly fmotusl snalysis of
past experisnce - a critical survey of past financisl statoments and
how particulsar items were treated. Ye might even do a little exploratery
work to see if any correlations can be established between practices and
results in tarms of suscess or failure of business enterprisss, of
market values and earnings, or of relation between practice and stages
of the business oycle, Two things are fairly certain — I think -
first, some exmmples of all variations of practice can be found; second,
the enly practice that has not been given a thorough and widesprsad
trial is the proposul to put all items of inoome and loss into & single
statesent,
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After this sort of marshalling of sest experience has been
ocompleted, there cught to be some pretly serious discussion as to
why particular items ware put in or put out of the incorme ataiwement.
¥hen thess two steps have been taken will be the time to come to grips
over whether the purpose of the income stutenent is such as o persit
the exclusion of certain items from 1it,

A beginning along these lines has been made. le heve taken 164
repressntative listed companies in 53 industry groups and exumined
their financial statements for the years 1939 through 1943, 90F of the
companins wars found to have ons or more antries to earned surplus during
the five-year period, exoluding dividend items and annusl net profit or
loas transfers. Somewhmt over half the ocompanies had such surplus
sntriss in each year. In &1l there were 900 antrics or ) per company
per yoar. Half of the entries involved amounts in axcese of 57 of net
incoms.

We also sought to classify the types of surplus entries and
ascertain the axtent t which comparable items waere charged to income
ty the same or other companies, ' 1 will not attempt to catelogue in
detail the results of this part of the inguiry, but it clearly indicated
that & large mumsber of idenfical items were charged to income by soms
companios and t0 swrplus by other companies, / faw companies charged
similar items to income in one year and surpluaﬁ.nmt“hormr.
Furthermore, we found that sl) the compunies thet made no charges or
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credits %o earned swplus (except for dividends und transfers of
incems) had charged or credited income with soms material items that
ware similar in character to thoss clsrged or credited to eamed
surplus by the other companies.

Ve have attempted, sc far without success, to find some
rationale which cowld explain the incunsistent trestsent within
companies and between companies, It is apparent that no consistent

precotices followed can Le based on the size of the
:Lmﬁ or example, one company reported net income for the
five-year period of §47 =millions, dividends of £45 million and a deoline
in surplus of 38 uillion, or 16% of reported income. Another company
roported incoms of £62 million, dividends of $26 million and an increase
in surplus of anly #6 million, &n the other hand, other companies
charged items of the same nsture to camings. In one case, the items
weras 114% of net incoms (exclusive of such items) for the years
invelved. In another, 24%, in a third, 2%,

I£ the nsture of the items, rather than their sise, be considered,
we get the following resulis; Meterial tax sdjustments affecting prior
years wers charged to income in 30 instences and to surplus in 59,
Similsar but imsaterial itsms wers charged to income in 64 instances
and to surpius in 64 instances. Past service pension, retiroment and
annuity coats were charged %o income in 16 cases and to surplus in 18
cesas. In one case & company made annual charges of this item bo
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surplus for 8 consscutdive ysars in anounits thal og egated sbout 10°
of total income for those years. “eterisl losses on sales o) fixed
angsets were chargod w income in 54 casus and o curplus N Y - a
most wustonishing story in view of the lon, use of & sade of cepital
assets as the siock illustratlion of the typicul surplus item. In the
case of investments, however, charges to Lncoms wers sede in Y0 ineterces,
of vidch 32 were material; Lul there wore ¥4 instances of charges 4o
surplus, of which 57 were material.

in interesting sidelight on thie faciusl description of jest
practice is gained by analyging the items in terms of those certified
¥ by the same accounting firm. ¥e find as much or more Hopersion in
results, 7Thus, throe firws certified statununis thet rellscted naierial
charges for past service ammuitiaes without regerd 0 wheiber the charge
was madg to incone ogmé swplus, &8 to tex adjustnents, ihere
were nine such firms., s to losses on investmunts in subsidiwdes
there were tlwoe. 48 Lo losses on fixed aguets tliere was 1.

uns last spproach nay bo made - using, for the moment, per
share earnings as a yardstick. (ne company reported incore of 36¢
per slwre. it followed anothar and apparantly scually scceptable
practice, it could have shown (1,79 pur share. In the prior year a
loss of 37¢ rer share could have been reported as & profit of 1,72
per share, in anothor instunce, the possible range was Ifrom .6.78

to §8.99. 1n a third case, a company showed . 3,01 hut could have

shosn 51.00. . close computitor which reported 40¢ could have
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shownn -2134. 1n & fourth cuse, & cowpuny which reported .3.11 per
glare could have shomn (2,80, 13.1%, <3.87, 3,90, 4.12, i4.15,
4491 or .5.16 meroly Ly its doposivion of 3 izenms of the kind under
discuaszion.
Un the baszis of iy review of tlis study, @ lave been Torced to
these conclusions:
(1) There axist no sccountiny criteriu as % when an itenm
Bay be excluded from tho income platenent — I do not
say practice is hiteor-miss, bubt that the effective
considerations do not appear to have been accounting

principles.

(2} iccountants have agcepted Lhe sttuation and huve been
willing to certify statements, either on zhe bosis Uad
they conform to thelr own view of the porticular ratter
or on the ground that in the absunce of effective criteria

they are unable to object,

{3) By u cholce as between income end surplus it is possible

1o vary reported earnings, witldn vary wide limita,

Hot &)l those who have bheen considering this question lesl
that a serious problem exists, i note particularly the report of &

subcowd ttee of the Comittee on icoounting Procedure, which is



printed at puge 205 of tho September Journal of iccountanoy. Point 2
of the stotement rends:
n(2) Statistical material kindly made available by

the Chief iccountant of the Securities and Lxchange Com-

uission and other data prepared by the f.esearch Department

of the institute do not indicate that the investing publie

18 being misled to any considerable extent by questionable

treatnents of such Ltems."
Of ‘cowrse, the study which I have outlined end which the subcommittee
mentions does not prove that anyons, investors included, hes in faot
hean misled, I think it does clearly show that practics in this field
is so inconsistent,; and so devoid of any unifying principle &as to be
readily suscaeptible of misuse and misunderstanding, to the very probauble
detriment of investors not expert in scoounting el

with these general consmiderations in mind, we suy teke up for
csonaideration & question of much importance, at least during this year
snd naxt. 1 have in mind the treatment of post-wur costs, expenses and
losses thut on ons basis or another may be sald to rvlate to, or have
bteen brought about Ly, the war emergency.

First I think it helpful to survey iriefly the factual situatien,
Listed companies todsy raflect in their statoments saveral billions of

dodlars provided for war reserves. Zamed surplue has incressed an
sdditions) seversl hillion dollars, much of it attributable to
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companies which set up no war reserves and which spp .ar Lo regard

part of all of thelr surplus «s in effect & war reserve., . arhaps
three-fourths of the war reserves were provided by neans of charges
immedigtely befors or after net income, ‘he remainder were set up

out of surplus. Jndging by the ozptions given the reserves, no clear
distinctions between ther cun be dramn {rom the manner of their crestion.
hlso using the captions of reserves togsther with any explanatory noes
&8 an indication of their purpose, it is apparent that few of the
reserves were designed two cover & spesclfic and linited posaible or
probeble loss. On the contrary, rost of them gpccify at least sgveral
types of losses and in a great many instances indicate tlat the apecific
situations mentioned &re merely inlended to characterise the gensrsl
type of items for which the reserve is provided., indeed, it might not
miastate the case to sey that most such raserves arc so captioned as

to eubrace any and &1 costs or losees attributable to war oparations
whether or not specifically foresean. In other words, the philosophy
axpressed in Bulletin 13 of the Limerican Institute of ;ccountants has
not worked out well or bean closely followed in practice. Finelly,
guch reserves are found not only in coapanies angaged in the produstion
of war matoriel, but in nearly all types of companies, including depsrt-
mant stores, rotail chaina, and manufacturers whose war contracts
consisted entirely of poncetime produsts. This prevelence of reserves
in all kinds of companies was to be expected since the affect of war
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measures and war shortages required aduptation in husinesses far
removed from the actual production of wer goods,

Second, I think it necessary w recognise that many costs and
losses that will occur or be recognizsed in thiis year snd ut least the
next will be much nore closaly related Lo wartine operations than to
peacetine operations, ldexlly, such itams ought %o be so treated
that their nature and ammmt will be brought clearly to the attention
of the usor of the financial stutements. 411 will agree on this much,
Strong disagresment will be met, however, iI one goes further and
proposes to have &1l such items included at some point in the incoms
atatemant, aither with or without the retumn of reserves ;n'e\.riously
provided. Uthers will object to the charging of such items directly
tw war reserves or to surplus, even if an analysis of such reserves
or surplus is provided. 35til11 others, in deferonce to previous reserve
acoounting prectices, will pormit direct chargese only if{ the reserve wus
clearly and specifically provided for the particular item. These will
be net, however, with the rather persuasive argument that all of the
problems in faot grew out of the war and that in ths interests of
uniforsdty we should not have different accounting ws between compunies
aimply becsuse one happensd to be more astule, or maybe just luckier
than the othar.

ifach of the difference in approach to the problem flows from &

difference in belief as to what the income statezent is supposed to
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reflect - the sauas prohlem that 1 outlined earlier, tut in a very
exaggorated form, THfferences of opinion on his soore cannot, I
feur, be rssolved in tire to do much pocd 30 far as the trestrent
of the war cost situation is concernsd. “hey could, of course, be
settled out of hand by agreenent or requirement, justified on the
besis of an overriding rneed for uniformity in this difficult -eriod,
The éirst and perhaps the foramost difficulty cncountered in
putting this ideal of segregation into prac-ice is to define s 'war
cost or loss,” As poin-ed out earlier, naarly svery kind of business
has been affscted Ly ~he war and so may encounter costs which in &
rosd sanss are atiributable directly or indirsetly to the war puriod,
However, as ons gets away from those businegsses which can be seen to
have physically convertad to the production of war material, it becomes
increseingly difficult to be sure that & particular izen of cost or
axpense is & resuli of operations duriny the war and is not pg}tiauy
or purbaps largely the rasult of post-war policies and decisions. The
same 18 trus, even in purely war businesses, when one gets beyond such
itens as the dismantlement of a machine used solely for war work or a
loss on war inventories not suitable for peucetime ;roducts, and turns
to questions of expenditures for establishing or refurbishing siles
organizations, reacquainting customers with old produscts, or retraining
amployees. “he difficulilies seem to mo to incroase when it is remambered
that & great many companies may. not be going back to exactly the same
kind and volume of production and methods of distribution,
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(nce the full gcope of the ~roblem is examined | begin to have
much doubt that 1t will be possible to arrive &t a definition of war
conts. of sufficient claridy s % parmit of reusonables uniformity in
application. It may even be impossible to agres upon a satisfactory
Yoonespt® of war costs, If such fears nmaterialize, there would be
serious danger that the reader of finuncial stetcoents would fuil Sully
to comprshend the tern as used in the financial statoments, Or he migh*
saslly be nisled in making cowpurisons between companies whose appli-
cation or understanding of the term was quite different. Iinally, it
seems to me vary possible that nelther the certifyin, accountant ner
a reviewing body such as our staflf will, except in unusual cases, be
in & position to arrive at an intelligent judgment as to the propriety
of 2 company's classification of ean ilem us & war cosiy, ashien to these
protlems are added the variety of accounting treat onts that are
gcgoptable for unumual items of this kind, and the known veristions
in past practice with respect W the creation of wr reserve, it is
very obvious that & most difficult problem faces the druftsmen of
financial statemsnts during the next year or two,

{hat final or bust solution of this problem will cwerge, I do
not know, I should lile, however, to offer the following tsntative
suggestions as & basis for discusaion:

(1) A special affart should he made to identify in the state~

mants such material items a&s sre considered to be closely

related to dperations during the war period,
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(2) The disposition of such war i‘ems in the accounts should
be made very apparent.
{3) By footnote or othersise a staiement should be rade as
to the definition or principle followed in deciding
whether & paurticular item ie or is not s war item, and
ag to the company's general poliocy in dealing with them,
(4) ¥er reserves should not be carried forward to future
periods in amounts exceeding what it is expected, in
the clsarer light of today's knowledge, #ill be properly
chargesbls to them,
it will be seen thmi this proposal places principel reliance
on full disclosure as the means of protecting the rowder of Iinsncial
statenanta, 1 am inclined %o ;o further and sugpest that a sub-
stantially uniform mathod of disclosure cugh:. to bs required. 1 dJoubt,
for exampls, whether tle mere inclusion st sorme point in the statenents
of an analysis of swplus or wer reserves will Le adequate, purticularly
if what are considered to be war iftems appesar in two or more parts of
the statements, instead, I think very serious consideration ought o
bs given to tiw desirabllity of some such required procedure as tihis:
First, in the income statement show clearly any itens wlhdich are regarded
as “war charpges" - or "war credits" for that matier. cecond, invedistely
after the finad figure of net incoms, zhow &3 & statistical tebulstdon
a8 figure comprising all of the charpes and cradits which occurred during

the perlod und are considersd to be "war items,” together with the
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distribution of such amounts as between income, reserves or surplus,
Third, a referonce shiould be made to & tabular presentation (which
ulght in approprimte osses be the surplus or reserve snalysis) breaking
domn the ftotdl war items into & ressonable rumber of desceriptive
categories. Fowrth, the staterment of principle followed hy the
comnany in identifying war items and the asccounting policy as to them
should be proninently displayed and cross-referonced.

shers the income statement covers both war and non-war operations,
I rather doubt that the above proposal should be considered to cover
coats of production thet are applicabls to wal sales and have been
computed on & basis consistunt with that followed in prior years, +t
would seen cdesirable, however, to subdivide sales, where practicahle,
as baetween the two d asses of business. Possibly in eppropriate cases
& gimilar segregation of costs of sales could also be made,

The time availsble doos not permit me o explore with you

some of the olher war proublems that are pressing for solution. Frincipal
among tham i3 the treutient to be acocorded war frcilities erected and
written off under certificates of necessity but still highly useful,
Yomewhat the same question 18 involved, incidentally, in distinguishing
war costs from those expenditures that ought to be capitalized and
charged off against future operations,

1 want next to turn to & question on which our practice has now
rather fully crystallized. I have in mind the quastion of “tax savings"
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or, as I would much prefer to call them, "4ax reductions." This again
is in =y respects mostly a war problem since the smounts involved
are usually minor exoept where war~time tax rates are in effect. I
discussed the problem in some detail at the 1943 mesting of this
Conference. iince than we have had many cases involving a grest variely
of cirowmatances. And a good deal has been written on the subject,
Neithor the cases nor the intervening arguments have provided evidence
which seems to me Lo contradict or undermine the tentative conclusions
we had then reached., However, the application of those principles has
been refined in the iight of more recent cases and as & result of many
lengthy discusaions between the Commmission, its staff und various sc-
countants and oompsnies. &t the presant tims owr views can be summarized
as follows:
1., The amount shown as provision for taxes should reflect
only sotual taxes believed to be payable under the
applicable tax laws.

2. it may be appropriate, and under some circumstances such
a8 & cash refunding opsration it.is ordinarily necessary,
to acoelerate the amortization of Jeferred items by
charges against incoms when such items have been treated

\ a5 deduations for tax purposes. .
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4.

Se

6.

-18“

The use of the caption "Charges or provisions in lieu
of taxes" is not acosptable,

if it 18 detormined, in view of the tax effect now
attributable to certain trunsactions, to accelerute
the amortisation of deferred charges or to write off
losses by meuns of charges to the incoms account, the
charge mnde should be 8o cuptioned as to indicate
clearly the exponses or loasses being written off.

The location within the inccme statement, of any such
special charge should depend on the nstwre of the item
being written off, 1n ths case of a public utility,
for example, a special amortisation of bond discount
and axpense should not be shown as an operating
axpanse but should be classified as a specizl item
along with other interest und debi service charges

in the "othsr deductions" section.

It is appropriste to call attention to the exisience
of the speciasl charge by the use of appropriate
explanatory language in connection with intermedizte
balsnces and totals,
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7. .In the preparation of statements reflecting estimates
of future esrnings, it is ordinarily p=rmissible %o
refleoct s income taxes the smount which it is expected
will be poyable if such sarninge ars resliszed provided,
of course, the assumptions as to the tux rates &re

disclosed.

8. In tho preparation of statements which are designed to
"irive effeat" Yo speaified drsansactions, the provision
for taxes may, ‘epending en a1l the facts and circus-~
stances, proparly represent eithor (a; the actusl taxes
peid during the period adjusted to give eflect to the
specified transactions, or, (b) an estirmate of the tuxes
thet 1% is expected will be payable should the income
of future years be equsl in amount to the adjusted
income shown in the statemsnt. The statement should,

of cournse, clearly show what the provision for taxes
purports to represent,
1 have felt it appropriats merely to outline ) present
feelingas on this problem bsecause 1 expect that m
dape the Cormisaion will release a full statement ol its opinion in

the matter, This statement will relats the facts of & fairly recent
case involving this issue and will describe the various stepa that
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were taken before the statement as finally snmorxded became effective.
It4 will also outline in some considerable detsil thoe reasons underlying
the Commission's views in the matter, For this reuson, ] shall not
undertake hare to develop the basis upon which our position rests,

The problems s0 far discussed have been largely concerned with
the technical accounting foundations of tbe income statement, 1n the
tims resmining 1 want to open up the closely reloted question of
whether, under present condiilons, the details customarily given as
to sarnings data adequately meet the reasonable neods of investars
and others for information ahout the operations of the business,

tie may start with the first figure -~ sales. This is in most
casgs shown a8 one amount whether or not the compeny hes lines that
are distinct. tome few companies, prior to censorship restrictions,
gave subdivisions of salss by lines of product, .ome others gave
data &5 to0 the quantity of different products sold during the period,
These, however, wore exceptions. In most instances thers Lks been
given merely the one, overall total — notwithstanding that in
collateral literasture companies often made much of their entrance
into new fields or of the deovelopment and growth of some of their ald
lines. Such general nan~guantitative information may be of distinctly
limited usefulness, in contrext to a breakdown of sales into rewsonable

sub-categories,
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The idea that it would be & step forward to heve sales sub~
divided is not novel. 1% has long been standard practice for the
railroad and utilities business; it has been used by sope progressive
industrisl companies &s & means of portraying to their stockholders
the direction and smount of the company's growth. The present seems
t0 me & specially appropriate time to consider this quastion, first
bacause during the war period & good desl of expsrience was gained in
the classification of sules for various purposes and, second, becuuse
of the subaténtial changes that are taking place in the businese done
by many companies, In exaaining the problem it must be realized, of
course, that not all signifioant breakdowns are based on classification
of sules by produocts, 1n appropriste casss, perhaps breakdowns
sccording to methods of distribution or between demestic and foreign
business would be more helpful. It must &lso be recognized that in
some, porhaps many, instances it may not be possible to arrive at any
truly significant subdivisions. But the chsllenge to maks the income
statement nore useful in this regerd still exists,

Consideration of the breakdomn of the sales figure inevitably
leads to the next busket figure so often found — the cost of sales
item which sccounts in wany cases for 70 or more of #ll deductions
from sales, Under our present rules this item may be given us a
single amount although we do call for a supplomentary schedule desiyned
to reveal thie amounis of gsuch major costs as deprecistion, taxes other

than income taxes, énint.ennnoc, rents and menagcezent fees,
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e have recently recsived & mmber of iwnquiries as to whether
it would not e feasibls and desirable to cbtain some further sub-
analysis of this itam. 7hese inguirise have suggested, among other
things, ths possibility of & subanalysis to show the aggregale amounts
of such itams s wages, materials and overhead., Some pave uasked not
only for the amount of wages but also for a division betwean direct
and indirect lubor costs. MHany of these inguiries &, rear to heve as
their objective tho securing of data that might enable a rough deterwin-
ation of the possible effeot of major changes in wage rates. Others
may have in mind no nwre than an sttempt to display visually the exteut
to which the company is vertically integrated. 4 few have suggested
that the cost item ought to he subdivided ~- at lewxst us far as
possible -~ according to whatever breakdown is made of the sales fipure,
with & visw to obtaining data not merely as to the volume of sales Ly
1ines but also as to the profitablensess of varlous lines, -uch sug-
gestionn, of coursae, sncounter at laast one very formidable obstacle -
the problen of joint costs which some have said ic &ll the wore
formidable tecause the statements involved now have to be certified,

I do not think it necessary before a group such &8 this to seek
t0 appruise the uasfulness of such gdditional dnta. YNor am I prepared
to indicaete any view as Lo how far such proposals are practiosbls,
sgsuping their desirability. 1 introduce them to emphusize the exlstence
of a mgzidly growing feeling in many yuarters Lhat the content and
detail of the incoms stutement deserves reexumination end to suggest
this 83 a2 tmaly and important ares for further study.
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