
&neai  of Prin.qle  Tractor Co,

A reserve addition obtained through averaging a
taqdyer:s  loss experience over a period of years, hoTsever,  is

-not reasonable per se, For the years 195'9 to 1962, inclusive,
x0-oellantTs  2,ctual  net losses from bad debts did not ‘exceedL_
$i3,62L;  in any one year, The ratio of its net losses to
outstanding  notes and accounts for those years varied gatiy,
XZFLChiIlg a nax:imim  of  2,05 percent. In 1963, the yea?  after the
one in question, appellantts  net bad debt losses liere
ticI  its loss ratio was 11,4-T  percent,

$9&,  199)
Had respondent excluded

the year I!_963  from its computations, the amoun? of the reserve
t hat would  ‘ilave  been obtained at the end of 1962 ?~~ld have
been totally insufficient to cover the losses in the fGllOViIl~
-ys:ay. Subsecpe-=lt  loss experience may be weighed in deterninin~
the reasonableness of an addition made by a taxpayer in a prio:
T ear3 (The  Snield  CO, ,- - 2 T,C, 763),  but  it should be borne in
mirAd  -i‘r,a,-i;  a t the ti%e  appellant made its addition, it could 0~l.y
estimate its future losses, Althouph  no one of K?e above facts
is conclusive ) they weig’h  against the  reasonableness of
respondent’s action,

It iS apparent  that appellant had obtained information
in 1962 -i’nat  co l lec t ion o f certain of the large notes and
accounts outstading  ITas  doubtful and that it based its’ reserve
recu-Jreqen<s  o. 2 this information, it  3)~~s proper for a-~-~eJ_,?_~o.<*
to co~-isic!.er  these lmovfl  circumstances in determining t5_-e amoullt
of the addition  since the estimate as to the amou-nt  of reszrve
req-uired  for any given year is to be measured in light of c&e
conditions w?ii.  ch exist at the time the estimate is made,
(C, P, Ford. &  Co, )
3c+--~-~;2d-6-“~o  i  )

2 8  B,T,A,  156;  Calavo,  kc., v,, Coz~~issioner,__-
-"---'ne

-=-T-
record  co@firm;-(~)-~~~~  sppelxant  a=;$uaLiy

s12.st~&xzcfL  e:~_irerriely  a'mox:la.__ 7 bad  debt  losses  during  the vear
1953, aC (2) tha t its bad debt reserve addition for l-g&
rqTesentirLg  a forecast  Q? the amount required to provide an
adequate reserve for those losses t.ras,  under t’%  ClTCUIlStZ~C~S,
rtas0:xbl.e  o

IJq cj-1 t'ne  p articSar Yacts of th_i  s appeal J T;Je find t’nat
i t  was a-a a?-use of discretion for respondent to reduce the
reserve addition made by appellant, (Platt Trailer Co +, 23 ii‘.  C,_--_--I_
1065,  &?~a,  >:sJTz~~"-.  T,C,  I~~Io,,  Ikt.  No, 22907, Oct. 3, 1950;
A-oollo  Steel.  C7’T.C.  Memo, 4 Dktt,  ITo.  3Lt36,  April  13, 191-+50>

?ursuazt  to the  v i e w  ezqressed in the 0pi:Z.c~~  or  t'he
board on file in t’his  proceeding, and good cause .qpearing
therefor,



ti;o SEC~~OII  25667 0f th2 Revemx and Taxation Code, that the.
ac+;ion  of the F'ranc'hise Tax Board on "c'ne protes'; of Pringle
T-rector Co. against a proposed assassment of additional f;_mclo-ise
taz< in the XcoUnt of $761.88 for the irr:orce year 1962 be azd
ti?~ sme is hereby reversed,

, Member

, Secretary
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