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PREFACE

Accounting Trends and Techniques in Published Corporate Annual Reports—
1959 is the Thirteenth Edition of a study of the accounting aspects of financial reports
released annually by 600 industrial companies to their stockholders. This study is a continu-
ation of the long-range program initiated by the Council in 1946 for the analysis of cor-
porate annual reports. The current survey has been conducted by Ralph Bullick, C.P.A., a
member of the staff of the American Institute of Certified Public Accountants.

Significant accounting trends, as revealed in the reports of the companies in-
cluded in the survey, are presented in numerous comparative tabulations throughout the
study. These tables show the current trends in corporate reports in such diverse accounting
matters as the various types of financial statements presented, their form and terminology,
and the accounting treatment accorded the transactions and items reflected in the state-
ments. As noted in the Tenth Edition, the statistics for the years 1946 and 1950 are
now preserved as they were presented in that edition. This change in policy was adopted be-
cause of the difficulty in obtaining copies of reports for all of the prior years whenever
new companies are substituted in the group. Statistics for all other years contain compara-
tive data based on the reports of the same 600 companies for each of the years involved.

Accounting techniques employed by the 600 survey companies are presented in
the form of quotations and examples taken directly from the 1958 reports. These illus-
trations are not presented as recommended methods for handling specific items but are of
an informative and objective nature. About 500 additional reports were informally scanned
and are referred to, wherever appropriate, throughout the study.

The 600 survey companies included in this edition are listed in the Company
Appendix Section together with their respective fiscal years. An identification number is
assigned to each company (in alphabetical order) and these numbers are used for ref-
erence throughout the text in the discussion of pertinent information. The list of corporations
included remains fairly stable from year to year with the exception of eliminations oc-
curring as a result of corporate liquidations, mergers, etc., and the addition of new com-
panies as substitutes.

Special acknowledgment is due to Stanley S. Borowik, C.P.A.; Sidney J. Fenton,
C.P.A.; Robert Heft, C.P.A.; Arnold Kaufman, Ph.D.; Thomas P. O’Connor, C.P.A.;
Hugh H. Reid, C.P.A.; Joseph H. Riley, C.P.A.; Harold M. Silverman, C.P.A.; and
Paul R. Young, C.P.A., for their assistance in the analysis of the financial reports.

CARMAN G. BLOUGH, Director of Research
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS
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Section 1

FINANCIAL STATEMENTS

HIS SECTION OF THE SURVEY is concerned with the form,

title, terminology, and frequency of use of the various
types of financial statements presented in the published
annual reports of the 600 companies which were included
in the survey. The financial statements as considered here
comprise not only the statements covered by the auditors’
reports, but also the summaries and supplementary schcd-
ules contained in the annual reports.

FINANCIAL STATEMENTS COVERED
BY AUDITORS' REPORTS

Customary Statements

The customary financial statements are the balance sheet,
the income statement, the retained earnings statement, the
combined income and retained earnings statement, the cap-
ital surplus statement, the combined capital surplus and
retained earnings statement, the unclassified surplus state-
ment, the combined income and unclassified surplus state-
ment, and the stockholders’ equity statement.

Combination of Customary Statements

Each of the 600 survey companies included one or more

of the customary financial statements in its annual report
for 1958.

Of the 600 survey companies, 598 presented two or
more of the customary statements. The remaining two
companies (*Co. Nos. 266 and 426) presented only bal-
ance sheets.

As noted in Table 1, the most frequent combination
presented consisted of a balance sheet and combined in-
come and retained earnings statement. The current increase
in this form of presentation emphasises the continuing trend
in this classification. Table 1 also summarizes in detail the
various other combinations of customary financial state-
ments presented by the survey companies in the 1958 re-
ports and the table shows in comparative form the various
combinations for the years 1946, 1950, and 1955 to 1958
inclusive.

*Refer to Company Appendix Section.

Notes to Financial Statements

Notes to financial statements were included by 570 of
the 600 survey companies in their 1958 annual reports, an.
increase of 2 companies as compared with reporting com-
panies included in the previous survey.

The form of presentation varied among the 570 com-
panies. Of this total, 434 companies included notes to
the financial statements with direct reference to related
balance sheet or income statement captions; 77 companies,
used a general reference such as: “The accompanying
notes to the financial statements must be read in conjunc-,
tion herewith” or “The accompanying notes are an integral
part of this statement”; 35 companies included notes by
placement within the statements or at the foot of the state-
ments; 16 companies used no notes as such, but did provide
supplementary information at the foot of the income state-
ment, for example: “Provision for depreciation amounted
to $xxx”; 8 companies provided notes separately to which
there was no general reference. (Thirty companies did not
include any notes in their statements.)

INCOME PRESENTATION IN REPORTS

A separate statement of income or a combined statement
of income and retained earnings was provided by 596 of
the 600 survey companies in their 1958 annual reports.
Although the separate statement of income is most fre-
quently presented, the trend towards the adoption of the
combined statement of income and retained earnings con-’
tinued in the current year with an increase of 11 companies.
Details of the income presentation in the reports are pre-
sented in Table 2.

For terminology and content of the income statement re-
fer to Section 3.

RETAINED EARNINGS PRESENTATION IN THE REPORTS

Table 3 discloses the various presentations of retained:
earnings in the 1958 annual reports. The increased use
of the combined statement of retained earnings and in-
come referred to above continued in the curent year, with
255 of the 600 survey companies now presenting this’
form of statement.



Section 1: Financial Statements

TABLE 1: CUSTOMARY FINANCIAL STATEMENTS

Combination of Statements

Balance Sheet and Combined Income & Re-
tained Earnings Statements (*Co. Nos. 66,
83, 227, 364, 411, 480) .............. 226

Balance Sheet, Income, and Retained Earn-
ings Statements (*Co. Nos. 9, 90, 115, 201,
311, 465) ... ... 166

Balance Sheet, Income, Retained Earnings,
and Capital Surplus Statements (*Co. Nos.
5, 41, 103, 200, 383, 440) ............ 136

Balance Sheet, Income and Combined Capital
Surplus & Retained Earnings Statements
(*Co. Nos. 56, 99, 140, 174, 340) .... 5

Balance Sheet, Income, and Stockholders’
Equity Statements (*Co. Nos. 17, 63, 88,
231,270,413) ... . ... ... 21

Balance Sheet, Combined Income & Retained
Earnings, and Capital Surplus Statements

1958

(*Co. Nos. 1, 92, 191, 285, 455, 477) .. 29
Balance Sheet and Income Statements (*Co.
" Nos. 24, 55, 138, 360, 494, 545) .. .... 11
Balance Sheet, Income, and Unclassified Sur-

plus Statements (*Co. Nos. 142, 538) .. 2

Balance Sheet and Combined Income & Un-
classified Surplus Statements (*Co. No.

S320) 1
Ba[ance Sheet—alone or in. other combina-
tions of statements not mentioned above
- (*Co. Nos. 266, 426) ................
Total .......... ... ... . ... ..... 600

*Refer to Company Appendix Section.

1957 1956 1955 1950 1946
215 203 202 168 141
158 151 169 191 157
152 164 149 149 198

4 4 4 15 30
19 16 19 15 6
31 33 22 20 22
12 17 19 21 20

4 6 8 14 15

2 2 4 2 2

3 4 4 5 9
60 60 &0 &0 600

Section 4 reviews and classifies the nature of the trans-
actions presented in the retained earnings statement.

CAPITAL SURPLUS PRESENTATION IN THE REPORTS

The term “capital surplus” is used here to classify all
surplus accounts exclusive of retained earnings.

Capital surplus was disclosed in the annual reports of 490
of the 600 survey companies. Separate statements of cap-
ital surplus either alone or in combination with retained
earnings were presented by 170 companies. Capital surplus
was shown as an item within the balance sheet by 299 com-
panies, of which 126 companies either stated or indicated
that there had been no changes in the account during the
current year.

These and other methods of presentation as disclosed
in the reports of the survey companies are shown in
Table 4. :

*Refer to Company Appendix Section.

TITLE OF THE INCOME STATEMENT

The terminology used in the income statement titles of the
1958 annual reports is summarized in Table 5. The con-
tinuing trend in the use of the term “earnings” as the key
word in the title of the income statements of the 600 survey
companies is indicated. However, the term “income” con-
tinues to be favored by a majority of the companies sur-
veyed, while the use of the term “profit and loss” continues
to decline.

Changes in 1958

Some of the principal changes made by the survey com-
panies in the terminology of their income statements for.
the year 1958 are summarized as follows: .

Six companies adopted the term “income” as the key
word in the title of their 1958 income statements. One com-
pany (*Co. No. 583) had formerly used the wording “state-



Income Presentation in Reports 3.

TABLE 2: INCOME PRESENTATION IN REPORTS

Manner of Presentation* - 1958
A: As a separate statement of income . ... 341
B: As a combined statement of income and

retained earnings ................. 255

C: As a combined statement of income and
unclassified surplus ............... 1

D: As a section within the statement of stock-
holders’ equity ................... —

E: As an item within the balance sheet . . .. 1
F: Set forth in supplementary schedule . ... 1

G: As a combined statement of “income,
costs, and changes in capital invest-
ment” ... ...

Total ....................... SN

=)
(=
(=)

|

1957 1956 1955 1950 1946
349 358 368 407 427
246 236 224 187 164

2 2 4 2 2
— 1 1 1 1
1 1 1 2 5

1 1 1 1
1 _1 _1 — =
600 600 600 600 600

*Refer to Company Appendix Section—A: Co. Nos. 84, 85, 161, 283, 359, 402; B: Co. Nos, 21, 197, 210, 377, 406, 420; C: Co. No. 320;

E: Co. No. 266; F: Co. No. 426; G: Co. No. 514,

ments of operations”; and two companies (*Co. Nos. 243
and 486) had used the wording “profit and loss”; while
three companies (*Co. Nos- 242, 334, and 463) changed

these companies, seven (*Co. Nos. 47, 62, 156, 347, 485,
and 488) had formerly used the term “income”; while two
companies (*Co. Nos. 25 and 90) had used the wording

from *‘earnings.” “operating statement” and “statement of operations,” re-
The term “earnings” was adopted by 9 companies. Of spectively.
TABLE 3: RETAINED EARNINGS PRESENTATION IN REPORTS
Manner of Presentation 1958 1957 1956 1955 1950 1946
As a separate statement of retained earnings
(*Co. Nos. 32, 95, 275, 394, 440, 451) .. 302 310 316 320 341 356
As a combined statement of retained earnings
and income (*Co. Nos. 89, 157, 196, 261,
393, 492) ... ... 255 — 246 236 224 187 164
As a combined statement of retained earnings
and capital surplus (*Co. Nos. 56, 99, 140,
174, 340) ... ... .. .. ... 5 — 4 4 4 17 30
As a section within the statement of stock-
holders’ equity (See Table 15) (*Co. Nos.
487, 504, 505, 510, 517,520) .......... 21 19 16 19 14 5
As a section within the balance sheet (*Co.
Nos. 55, 109, 266, 422, 494, 545) . ... 11 12 15 12 19 22
As an item within the balance sheet (*Co.
Nos. 426, 514) ............. ..., 2 3 4 7 6 4
As a combined statement of income and net .
worth ... ... ... .. ... ... . .. ... ... — — 1 2 1 1
Total Retained Earnings .......... 596 594 592 588 585 582
Surplus not classified ............ 4 _6 _ 8 12 15 _18
Total ............. ... .. ........ 600 600 600 600 600 600

*Refer to Company Appendix Section.




Section 1: Financial Statements

TABLE 4: CAPITAL SURPLUS PRESENTATION IN REPORTS

Manner of Presentation 1958

As a separate statement of capital surplus
(*Co. Nos. 5, 89, 173, 268, 345, 394, 471) 165

As a combined statement of capital surplus
and retained earnings (*Co. Nos. 56, 99,

140, 174, 340) .................... 5
Total ....................c..... 170
As a section within the statement of stock-
holders’ equity (See Table 15) (*Co. Nos.
130, 224, 276, 298, 413) .............. 21
As an item within the balance sheet and
changes set forth:
Under balance sheet caption (*Co. Nos.
75, 87, 124, 378,461, 474) .......... 26
In notes to financial statements (*Co. Nos-
2, 12, 79, 141, 274, 458) .......... 109
In other statements covered by auditors’
reports (*Co. No. 230) .......... 1
In other statements (*Co. No. 514) .... 1
In letter to stockholders (*Co. Nos. 40,
127, 555) ... e, 3
Not set forth in report (*Co. Nos. 22, 184,
267, 316, 396,446) ................ 33
As an item within the balance sheet:
Stated to be “Not changed during the year”
(*Co. Nos. 26, 131, 151, 266, 379, 496) 28
Indicated to be not changed during year
(*Co- Nos. 58, 194, 284, 395, 466, 498) 96
Total .......................... 297
Set forth within statement of capital (show-
ing capital stock and capltal surplus)—no
details given ........................ —
Set forth in note to financial statements . . .. —
Number of Companies
Presenting capital surplus . ... ........... 488
Not presenting capital surplus (*Co. Nos. 94,
111, 158, 256, 372,410) .............. 108
Not class1fymg surplus (*Co. Nos. 142, 320,
338, 438) ... e 4
Total .......................... 600

*Refer to Company Appendix Section.

1957 1956 1955 1950 1946
183 197 183 170 24
4 4 4 16 31
wm W™ B T 23
1 16 15 15 s

24 16 17 28 12
92 95 79 17 13
5 2 3 1 1
—_ — 1 — —
4 3 1 2 —
27 2 32 6 1
25 28 36 54 54
94 83 85 119 88
271 249 254 227 169
_ —_ 1 _ _
_ . — 2 —
477 466 461 430 430
117 126 127 156 156
& 8 1
60 60 &0 60 60

Examples

Examples of the various titles of the income statements
contained in the 1958 annual reports of the survey com-
panies are quoted below. The examples show the manner in
which the key words, which are summarized in Table 5,
are supplemented with additional words or phrases to form
the complete titles of the income statements.

*Refer to Company Appendix Section.

Income—(362 Companies) :

“Consolidated Current and Retained Income” (*Co. No.
280)

“Condensed Statement of Income and Earned Surplus”
(*Co. No. 397)

“Consolidated Income Statement” (*Co. No. 123)

“Consolidated Statement of Income and Accumulated
Net Income Retained for Use in the Business” (*Co.
No. 379)



Income Statement Title 5

TABLE 5: INCOME STATEMENT TITLE

Terminology Used 1958
Income ........ ... ... ... . .. ... .. ... 362
Earnings ..................... .. ..., 157
Profitand Loss ........................ 35
Operations .....................c....... 29
Income and Expense .................... 2
Income and Profit and Loss ............. 1
Income, Costs .....................c.c... —_
Loss ... ... .. . . . 5
Operating Results ...................... 3
Profit ....... ... .. . ... ... . ... 3
Profits and Income . .................... —
597

No income statement . .................. 3
Total ............... ... ........ 600

1957 1956 1955 1950 1946
366 365 361 329 317
146 143 135 92 10
40 45 56 127 236

32 31 30 30 10
3 4 5 8 5
1 2 2 1 10
1 1 1 1 —
3 1 2 1 —
3 3 3 3 3
2 3 3 2 1
- _ _— _ _1
597 598 598 596 593
_3 _2 _2 _4 _1
600 600 600 600 600

“Consolidated Statement of Income and Earned Surplus”
(*Co. No. 87)

“Consolidated Statements of Income and Earnings Re-
tained and Invested in the Business” (*Co. No. 279)

“Consolidated Statement of Income and Income Em-
ployed in the Business” (*Co. No. 596)

“Consolidated Statement of Income and Income Re-
tained for Use in the Business” (*Co. No. 333)

“Consolidated Statement of Income and Retained Earn-
ings” (*Co. Nos. 75, 234, 329)

“Income and Earned Surplus Statements” (*Co. No.
371)

“Statement of Consolidated Income” (*Co. Nos. 238,
244)

“Statements of Consolidated Income and Accumulated
Earnings Retained in the Business” (*Co. No. 357)

“Statement of Consolidated Income and Earned Surplus”
(*Co. Nos. 192, 364, 472)

“Statements of Consolidated Income and Earnings Re-
tained in the Business” (*Co. No. 346)

“Statements of Consolidated Income and Expense”
(*Co. No. 406)

“Statement of Consolidated Income and Retained In-
come” (*Co. No. 343)

“Statement of Income” (*Co. Nos. 413, 481, 489)

“Statement of Income and Earned Surplus” (*Co. Nos.
22, 417)

“Statement of Income and Earnings Invested in the
Business” (*Co. No. 447)

“Statement of Income and Earnings Retained” (*Co.
No. 598)

“Statements of Income and Income Retained in the Busi-
ness” (*Co. No. 179)

“Statement of Income and Retained Earnings” (*Co.
Nos. 210, 213)

“Summary of Consolidated Income and Earned Surplus”
(*Co. No. 453)

*Refer to Company Appendix Section.

Earnings—(157 Companies): -

“Consolidated Earnings” (*Co. Nos. 97, 245)

“Consolidated Statement of Earnings” (*Co. Nos. 25,
161, 220, 319)

“Consolidated Statement of Net Earnings” (*Co. Nos.
101, 222, 433)

“Consolidated Statements of Net Earnings and Earnings
Retained for Use in the Business” (*Co. No. 176)

“Current Earnings” (*Co. No. 252)

“Earnings” (*Co. Nos. 81, 451)

“Barnings Statement” (*Co. No. 439)

“Statement of Comparative Consolidated Earnings” (*Co.
No. 416)

“Statement of Consolidated Earnings” (*Co. Nos. 84,
167, 194, 203, 347, 398)

“Statement of Consolidated Earnings and Balance of
Consolidated Earnings Retained in the Business” (*Co.
No. 374)

“Statement of Earnings” (*Co. Nos. 62, 233, 327)

“Summary of Consolidated Earnings” (*Co. No. 331)

Profit and Loss—(35 Companies) :

“Comparative Consolidated Profit and Loss” (*Co. No.
262)

“Comparative Statement of Consolidated Profit and Loss
and Earned Surplus” (*Co. No. 568)

“Consolidated Profit and Loss” (*Co. Nos. 129, 399)

“Consolidated Profit and Loss Account” (*Co. Nos. 16,
403)

“Consolidated Profit and Loss and Reinvested Earnings”

(*Co. No. 60)
“Consolidated Profit and Loss Statement” (*Co. Nos.
149, 190)

“Consolidated Statement of Profit and Loss” (*Co. Nos.
24, 133, 249)

“Consolidated Surplus and Profit and Loss Account”
(*Co. No. 573)

“Profit and Loss” (*Co. Nos. 15, 137, 290)
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“Statement of Consolidated Profit and Loss” (*Co. Nos.
152, 177, 408)

“Statements of Consolidated Profit and Loss and Earned
Surplus” (*Co. No. 208)

“Statement of Profit and Loss” (*Co. Nos. 55, 345,
484) ,

“Statement of Profit and Loss and Net Income Retained
in the Business” (*Co. No. 484)

Operations—(29 Companies) :

“Consolidated Operations” (*Co. No. 487)

“Consolidated Results of Operations” (*Co. Nos. 130,
148, 189) '

“Consolidated Statement of Operations” (*Co. Nos.
29, 41, 206, 270, 289, 344, 392, 594)

“Consolidated Statement of Operations and Surplus”
(*Co. No. 528)

“Consolidated Statement of Operations and Income In-
vested in the Bnsiness” (*Co. No. 119)

“Consolidated Statements of Operations and Income Re-
tained in the Business” (*Co. No. 589)

“Consolidated Statement of Operations and Reinvested
Earnings” (*Co. No. 136)

“Consolidated Statements of Operations and Retained
Earnings” (*Co. No. 558)

“Results of Operations” (*Co. Nos. 178, 253, 396)

“Statement of Consolidated Operations” (*Co. No. 338)

“Statement of Operations” (*Co. Nos. 13, 271, 330,
387, 390)

“Statement of Operations and Deficit” (*Co. No. 205)

“Statement of Operations and Retained Earnings” (*Co.
Nos. 98, 164)

Various Other—(14 Companies):

“Consolidated Statement of Income and Expense” (*Co.
No. 185)

“Consolidated Statement of Loss” (*Co. No. 491)

“Income, Costs, and Changes in Capital Investment”
(*Co. No. 514)

“Statement of Income and Expenses” (*Co. No. 447)

“Statement of Income and Profit and Loss” (*Co. No.
121)

“Statement of Loss” (*Co. No. 337)

“Statement of Profit and Retained Earnings” (*Co. No.
216)

“Summary of Profit” (*Co. No. 109)

FORM OF THE INCOME STATEMENT

In the published annual reports of the 600 survey com-
panies, the form of the income statement falls into two
general types, namely, the “multiple-step” form and the
“single-step” form. The multiple-step form contains the con-
ventional grouping of items with intermediate balances,
whereas the single-step form consists of an income grouping
over a single total and an expense grouping over a second
total. As disclosed in Table 6, a substantial number of the
survey companies presented a variation in the form of
each of the above-described types of certified income state-
ments, in that they contained a separate last section in

¥*Refer to Company Appendix Section.

~ which there were set forth tax items or various non-tax

items, or both.

As may be noted from Table 6 the use of the single-
step form of income statement now predominates in the
1958 annual reports of the 600 companies surveyed. This
is the result of a long-established trend in which the mul-
tiple-step form has been steadily losing in favor of the
adoption of the single-step form.

Changes During 1958

The survey, this year, reveals that fifteen companiés
adopted the use of the single-step form of the income state-
ment (*Co. Nos. 84, 126, 155, 264, 482, 500, 551, 560).

TITLE OF THE BALANCE SHEET

The term “balance sheet” to describe the statement of
assets, liabilities, and stockholders’ equity was used by
459 of the 600 survey companies, as indicated in Table 7.
The use of the titles “financial position” and “financial
condition,” while increasing from 99 companies in 1950 to
135 companies in 1958, has remained fairly constant in the
last three years. In this connection it may be of interest to
note that the number of companies using the financial posi-
tion form of balance sheet has remained unchanged during
the past few years (See Table 8).

Examples

The terms “balance sheet,” “financial position,” “finan-
cial condition,” and other terms as disclosed in Table 7
represent key words in the balance sheet title. They are
usually supplemented with additional descriptive words and
phrases to form the full title. Listed below are various ex-
amples of complete balance sheet titles taken from the 1958
reports of the 600 survey companies:

Balance Sheet—(Customary form: 459 Companies)
“Balance Sheet” (*Co. Nos. 19, 22, 109, 156, 168, 295)
“Balance Sheets” (*Co. Nos. 13, 112, 179, 239, 336,

382)
“Comparative Balance Sheet” (*Co. Nos. 246, 355)
“Comparative Balance Sheets” (*Co. Nos. 121, 257)
“Comparative Consolidated Balance Sheet” (*Co. Nos.
30, 88, 95, 103) ‘
“Comparative Consolidated Balance Sheets” (*Co. Nos.

165, 375)

“Condensed Comparative Balance Sheets” (*Co. No.
62)

“Condensed Consolidated Balance Sheet” (*Co. No.
96)

“Consolidated Balance Sheet” (*Co. Nos. 32, 57, 118,
198, 202, 207)

“Consolidated Balance Sheets” (*Co. Nos. 37, 70, 85,
89, 162, 240)
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TABLE &: INCOME STATEMENT FORM

Form of Statement 1958

Multiple-step form ..................... 212

Multiple-step form with a separate last sec-
tion presenting:

Nonrecurring tax items ............... 16
Nonrecurring tax and non-tax items .... 26
Nonrecurring non-tax items ........... 35
Total ..................c0uunn. 289
Single-step form ....................... 251

Single-step form with a separate last section
presenting:

Nonrecurring tax items .......... e 12
Nonrecurring tax and non-tax items . ... 24
Nonrecurring non-tax items ........... 21
Total .............c.iiiiinnnn. 308

No income statement presented .......... 3

Total .............. ... ...l 600

Current year—Federal income tax estimate:

Listed among operating items .......... .. 144
Presented in separate last section ........ 394

Total .........cooiiiiiniinnnnn. 538
Current estimate not required ............ 59
No income statement presented .......... 3

Total ............ O 600

1957 1956 1955 1950 1946
234 244 258 302 263
11 16 24 41 63
19 15 23 10 57
40 44 25 31 85
304 319 330 384 468
251 238 218 177 76
17 11 22 13 13
10 8 9 7 20
15 22 19 15 _16
293 279 268 212 125
_3 _2 _2 _4 _1
600 600 600 600 600
144 140 141 159 100
416 423 1 422 450
560 563 578 581 550
37 35 20 15 43
_3 2 _2 _4 1
600 600 . 600 600 600

Financial Position—(Customary form: 39 Companies)

“Comparative Statement of Financial Position” (*Co.
No. 570)

“Condensed Consolidated Statement of Financial Posi-
tion” (*Co. No. 209)

“Consolidated Financial Position” (*Co. Nos. 206, 460)

“Consolidated Statement of Financial Position” (*Co.
Nos. 11, 29, 136, 252, 270, 276, 407)

“Financial Position” (*Co. No. 473)

“Statement of Consolidated Financial Position” (*Co.
Nos. 6, 78, 113, 152, 204, 243, 414)

“Statement of Financial Position” (*Co. Nos. 91, 172,
199, 267, 271, 341)

“Statements of Financial Position” (*Co. No. 450)

Financial Position—(Financial position form: 63 Com-
panies) -
“Comparative Statement of Financial Position” (*Co.
No. 17)

*Refer to Company Appendix Section.

“Comparative Consolidated Statement of Financial Posi-
tion” (*Co. No. 442)

“Consolidated Financial Position” (*Co. Nos. 53, 130,
434)

“Consolidated Statement of Financial Position” (*Co.
Nos. 28, 39, 64, 80, 93, 122)

“Financial Position” (*Co. Nos. 81, 253, 395, 396)

“Statement of Consolidated Financial Position” (*Co.
Nos. 317, 343, 437)

“Statement of Financial Position” (*Co. Nos. 1, 98, 116,
153, 178, 187)

Financial Condition—(Customary form: 20 Companies)

“Consolidated Statement of Financial Condition” (*Co.
Nos. 74, 157, 242, 289, 358)

“Consolidated Statements of Financial Condition” (*Co.
No. 183)

“Statement of Consolidated Financial Condition” (*Co.
Nos. 4, 63, 97, 282)

“Statement of Financial Condition” (*Co. Nos. 129,
145, 320, 372, 426)
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Financial Condition—(Financial Position form: 13 Com-
panies)
“Consolidated Statement of Financial Condition” (*Co.
Nos. 34, 75, 119, 195)
“Financial Statement” (*Co. No. 451) ‘
“Statement of Financial Condition” (*Co. Nos. 108,
211, 310)

Assets and Liabilities—(Customary form: 4 Companies)
““Consolidated Statement of Assets and Liabilities” (*Co
No. 185)
“Statement of Consolidated Assets and Liabilities” (*Co.
Nos. 105, 181)

Other Captions—(Financial position form: 2 Companies)
“Assets, Liabilities and Capital” (*Co. No. 193)
“Investment” (*Co. No. 318)

*Refer to Company Appendix Section.

FORM OF THE BALANCE SHEET

The balance sheets presented by the survey companies in
their annual reports are of two general forms, with certain
variations within each form. The two forms are the ‘“custom-
ary” form and the “financial position” form. The custom-
ary form usually shows the assets on the left-hand side of
the statement, with liabilities and stockholders’ equity on the
right-hand side. This form may, however, set forth the three
sections in a downward sequence of assets, liabilities, and
stockholders’ equity. In either variation, the total of the
assets.equals the total of the liabilities plus the total of the
stockholders’ equity (Form A in Table 8). In five instances
in the 1958 reports, the customary form of balance sheet
is varied to show total assets less total liabilities equaling
stockholders’ .equity (Form B in Table 8). In the 1958
reports, 522 of the survey companies presented the cus-
tomary form of the balance sheet. :

TABLE 7: BALANCE SHEET TITLE

1958

Terminology Applied
Balance Sheet, used with:

Customary form (*Co. Nos. 258, 268, 283, .
394,440,492) .................... 459
Financial position form ...............

Financial Position, used with:

" Customary form (*Co. Nos 59, 73, 292,
344, 460, 473) ............ .. ..., 39

Fmanczal position form (*Co. Nos. 148,
298, 329, 366, 479, 497) .......... 63

102

Financial Condition, used with:

Customary form (*Co. Nos- 129, 183, 282,
367,374,457) .................... 20
Financial position form (*Co. No. 34, 75,
119, 195, 211, 468) .............. 13

33

Assetg)and Liabilities** (*Co. Nos. 105, 181,
185) . ..
“Assets, Liabilities, and Capital Invest-

ment”™** . ...
“Statement of Ownership” ..............
“Investment”*** (*Co. No. 318)
“As;et;, Liabilities, and Capital”*** (*Co. No.

193) .

ol ott |

D
[=3
(=

|

*Refer to Company Appendix Section,
**Used with Customary form.
***Used with Financial position form.

1956

1957 1955 1950 1946
465 462 467 492 578
465 462 467 492 578
37 34 - 33 13 3
59 _60 59 52 _9
% 94 2 65 12
19 22 19 15 1
15 16 16 19 _s
34 38 35 34 _s6
3 3 3 4 2
— 1 1 1 —
— —_— — 1 —_

1 1 1 2 1
_1 _1 _1 _1 _1
_s _s _6 ) _4
600 600 600 600 600

I
|
||
H
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The remaining 78 survey companies presented a finan-
cial position form of balance sheet. In this form of balance
sheet, net assets are shown equal to stockholders’ equity
(Form C in Table 8), or in other variations of the finan-
cial position form of presentation as shown in Forms D,
E, and F also shown in Table 8.

Changes During 1958

There were no changes in the number of companies
presenting the customary form of balance sheet in the
1958 annual reports of the 600 survey companies, as will
be noted in Table 8. This form predominates and has re-
mained constant since 1953. Such changes as have occurred
were limited to variations in presentation of the financial
position form.

TITLE OF THE "STOCKHOLDERS' EQUITY" SECTION

Table 9 summarizes the diversity of titles used by the 600
survey companies in describing the stockholders’ equity sec-
tion of the balance sheet in their published annual reports.

The number of companies using “stockholders’ equity”
or “shareholders’ equity” or a title incorporating these terms
continued to increase in the current year. The table dis-
closes a continued tendency to use less frequently the terms
“capital” and “capital stock and surplus” or a title in-
corporating such terms. These terms are still used by ap-
proximately one third, or 202 of the survey companies,
but the number has decreased each year.

Examples

The following examples of titles appearing over the
“stockholders’ equity” section of the balance sheet have
been selected from 1958 annual reports of the survey
companies:

*Refer to Company Appendix Section.
“Capital stock and surplus” (*Co. Nos. 102, 111, 227,
389, 478, 496)
“Capital stock, surplus, and reserve” (*Co. No. 340)
“Capital and surplus” (*Co. Nos. 61, 278, 353, 376)

“Capital stock and retained earnings” (*Co. Nos. 146,
170, 277, 466)

*Refer to Company Appendix Section.

TABLE 8: BALANCE SHEET FORM

Customary Form* 1958

A: Assets equal liabilities plus stockholders’
equity ... 517

B: Assets less liabilities equal stockholders’
equity

_s
52

Financial Position Form*

C: Current assets less current liabilities, plus
other assets less other liabilities, less
long-term indebtedness equal stockhold-
ers’ equity ...................... 50

D: Current assets less current liabilities, plus
other assets less other liabilities, equal
long-term indebtedness plus stockhold-
ers’ equity ....................... 7

E: Current assets less current liabilities plus
other assets less other liabilities equal
stockholders’ equity (long-term indebt-
edness not shown) ................ 19

F: Stockholders’ equity equals current assets
less current liabilities, plus other assets
less other liabilities ................ 2

........................ 78
........................ 600

1957 1956 1955 1950 1946
517 517 517 523 584
_s s ) 3 —
522 522 522 526 584

40 49 51 32 7
13 10 8 6 —
23 17 17 34 9
2 _2 _2 _2 —
18 78 78 74 _16
600 600 600 600 600

*Refer to Company Appendix Section—A: Co. Nos. 32, 162, 258, 394, 440, 492; B: Co. Nos. 63, 252, 341, 414; C: Co. Nos. 1, 28, 98,
321, 442, 484; D: Co. Nos. 64, 116, 178, 310, 366, 396; E: Co. Nos. 53, 81, 93, 193, 211, 395; F: Co. Nos. 108, 119,
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“Capital stock and accumulated earnings” (*Co. No.
536)

“Capital stock and accumulated income retained for use
in the business” (*Co. No. 288)

“Capital stock and earnings reinvested” (*Co. Nos. 307,
386)

“Capital and retained earnings” (*Co. Nos. 183, 446,
473, 474)

“Capital and accumulated earnings” (*Co. No. 106)

“Capital” (*Co. Nos. 121, 235, 294, 328, 436, 491)

“Capital structure” (*Co. No. 185)

“Ownership” (*Co. Nos. 145, 442)

“Ownership evidenced by” (*Co. Nos. 252, 329)

“Ownership interest” (*Co. No. 276)

“Ownership of net assets” (*Co. Nos. 18, 211, 451)

“Sources from which capital was obtained” (*Co. Nos.
122, 310, 396)

“Sources from which net assets were obtained” (*Co.

No. 405)

“Stockholders’ equity” (*Co. Nos. 78, 152, 283, 359,
465, 485)

“Stockholders’ investment” (*Co. Nos. 3, 100, 105, 194,
418, 422)

“Stockholders’ ownership” (*Co. Nos. 137, 242, 392)

“Stockholders’ interest” (*Co. Nos. 200, 299)

“Shareholders’ equity” (*Co. Nos. 46, 153, 212, 351,
459, 460)

“Shareholders’ investment” (*Co. Nos. 143, 214, 321)

“Shareholders’ ownership evidenced by” (*Co. No. 11)

“Shareholders’ interest” (*Co. No. 468)

“Shareowners’ equity” (*Co. Nos. 2, 251, 383)

“Shareowners’ investment” (*Co. Nos. 157, 394)

“Represented by” (*Co. Nos. 75, 216, 343, 395)

“Provided by” (*Co. No. 487)

“Derived from” (*Co. Nos. 116, 558)

“Net worth” (*Co. No. 431)

"CAPITAL SURPLUS" CAPTION IN THE BALANCE SHEET

Accounting Terminology Bulletin Number 1, Review and
Résumé (1953) issued by the committee on terminology of
the American Institute of Certified Public Accountants re-
affirms the recommendation made by the committee in
1949 that the use of the term “surplus” be discontinued
in the balance sheet presentation of stockholders’ equity.
This recommendation is applicable not only to the term
“surplus” standing alone but also in such combinations as
“capital surplus,” “paid-in surplus,” “earned surplus,” and
“appraisal surplus.”

In the current year the trend continued toward the elim-
ination of the term “surplus,” with 15 additional companies
replacing the term. In 1958, only 245 of the survey com-
panies used the term “surplus” in their balance sheet cap-
tions, as compared with 375 in 1948, as shown in Table
10. The number of survey companies not presenting such
accounts decreased to 108 this year, as compared with 155
companies in 1948.

*Refer to Company Appendix Section.

TABLE 9: STOCKHOLDERS' EQUITY SECTION

Balance Sheet Title

Capital stock and surplus

Capital stock and earned surplus ..
Capital stock, surplus, and reserve . .
Capital shares and surplus ........
Capital and surplus . .............

Capital stock and retained earnings
Capital stock and accumulated earn-
ings .......... .. ..
Capital stock and accumulated (earn
ings, income) [retained, invested]
Capital stock and (earnings, retained
profits) [invested, reinvested] . ..
Capital and retained earnings
(Equity, stated) capital and retained
earnings . ....................
Capital and (accumulated earnings,
profit retained and employed) ...

Capital .......................
Capitalization
Capital (accounts, invested, invest-

ment, structure)

Ownership .....................
Ownership evidenced by . ... ......
Ownership (equities, interest)
Ownership of net assets ..........
Source from which capital was ob-

tained .............. ... ....
Sources from which net assets were

obtained
Represented by .................
Derivedfrom ...................
Provided by

Stockholders’ equity
Stockholders’ investment
Stockholders’ ownership
Stockholders’ interest ............
Stockholders’ capital

Shareholders’ equity
Shareholders’ investment
Shareholders’ ownership
Shareholders’ interest
Shareholders’ capital
Derived from shareholders . .......

Shareowners’ equity
Shareowners’ investment

Investors’ equities

1958
108

—
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24
600

1955
143
1

1

8
10
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Sources of Capital Surplus

The committee on terminology (Accounting Terminology
Bulletin Number 1, Review and Résumé) stated that in
adopting new terminology, when replacing the term “sur-
plus,” consideration should be given primarily to the sources
from which the proprietary capital was derived. Table 11
shows the nature of the information disclosed in the bal-
ance sheet caption by the survey companies as to the
source of capital surplus.

Examples

The following examples, taken from the 1958 annual
reports of the survey companies, are illustrative of the
various phrases used to describe “capital surplus.”

Captions Retaining "Surplus"—{245 Companies)

Source Indicated

“Additional capital surplus resulting from issuance of
common stock at amounts in excess of par: Upon ac-
quisition of net assets of another company” (*Co.
No. 1)

“Capital surplus (arising during 1957 and 1958 from
sale of treasury stock under the incentive stock option
plan)” (*Co. No. 23)

“Capital surplus from restatement of common shares”
(*Co. No. 43)

“Surplus arising through capital transactions” (*Co. No.
56)

“Capital surplus representing excess of underlying net
assets over cost of investment in subsidiary acquired
in July, 1957” (*Co. No. 60)

“Appreciation surplus” (*Co. No. 66)

“Additional paid-in capital (Capital Surplus), per ac-
companying statement” (*Co. No. 69)

“Capital surplus arising from the exercise of employee
stock options” (*Co. No. 87)

“Capital surplus (increased during year by excess of
proceeds received over par value of common stock is-
sued: $217,839 upon exercise of stock options for
21,875 shares plus $5,359,760 in connection with sub-
scription offer to stockholders for 392,611 shares)”
(*Co. No. 124)

“Capital surplus—primarily transfers from earnings re-
tained in the business in connection with stock divi-
dends” (*Co. No. 183)

“Surplus: Amounts transferred to capital stock of sub-
sidiaries from earned surplus thereof” (*Co. No. 181)

“Other capital surplus arising from acquisition of subsid-
iaries” (*Co. No. 191)

“During the year capital surplus increased $1,095 as a
consequence of the issuance of 800 shares of capital
stock to employees” (*Co. No. 219)

“Paid-in surplus from conversion of convertible pre-
ferred stock” (*Co. No. 264)

*Refer to Company Appendix Section.

Source Not Indicated

“Capital surplus” (*Co. Nos. 24, 30, 58, 66, 149, 303)

“Capital (principally paid-in)” (*Co. No. 154)

“Capital (paid-in) surplus” (*Co. No. 20)

“Paid-in surplus” (*Co. Nos. 45, 132, 210, 217)

“Paid-in and capital surplus (no change during 1958)”
(*Co. No. 248)

“Paid-in and other capital surplus” (*Co. No. 380)

“Capital surplus (no change during year)” (*Co. No.
48)

“Other capital surplus” (*Co. No. 413)

“Paid-in and other capital surplus (no change during
year)” (*Co. No. 491)

Captions Replacing "Surplus"—{247 Companies)

Source Indicated

“Amount paid the company for capital stock in excess
of par value (capital surplus) (Note 5)” (*Co. No.
11)

“Additional amounts received for shares issued in excess
of $1.00 per share, and discounts on repurchase of
preferred stock” (*Co. No. 17)

“Excess of net proceeds from capital stocks issued over
par values” (*Co. No. 52)

“Other capital (transferred from accumulated earnings
in connection with stock dividends)” (*Co. No. 127)

“Shareholders’ investment in excess of par value (paid-in
surplus) Note 2” (*Co. No. 165)

“Capital in excess of par value (Note 4-C)” (*Co. No.
188)

“Excess of subscription price over par value of com-
pany’s capital stock issued under employee stock pur-
chase plan” (*Co. No. 274)

“Additional paid-in capital” (Note 3) (*Co. No. 315)

“Additional capital (in excess of par value of common
shares) (Note G)” (*Co. No. 531)

“Additional stated capital in respect of common stock”
(*Co. No. 281)

“Other capital (Excess over par value of stock issued)
Note F” (*Co. No. 136)

“Other capital—principally excess of net assets of sub-
sidiaries at dates of acquisition over cost of invest-
ments” (*Co. No. 329)

“Other contributed capital (Note 7)” (*Co. No. 19)

“Other capital contributed upon issuance of shares”
(*Co. No. 447)

“Other capital in excess of par value of shares” (*Co.
No. 25)

“Paid-in capital in excess of par value” (*Co. No. 28)

“Capital in excess of par value” (*Co. Nos. 34, 76, 105,
170, 193, 212)

“Capital in excess of par value of common stock (Note
3)” (*Co. No. 50)

“Capital in excess of par value of shares” (*Co. No. 91)

“Capital in excess of stated amount” (*Co. No. 106)

“Capital in excess of par value of capital stock” (*Co.
No. 152)
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“Capital in excess of par value, the increase represents
excess of proceeds over both carrying value of treas-
ury common shares and par value of previously un-
issued common shares sold (Note 4)” (*Co. No. 280)

“Capital in excess of par value of common stock issued,
less financing expenses” (*Co. No. 360)

“Barnings capitalized—stock dividend (Note 4)” (*Co.
No. 503)

“Investment in excess of par value of common stock
(Note 4)” (*Co. No. 72)

*Refer to Company Appendix Section.

“Excess of stockholders’ investment over par value of
common stock” (*Co. No. 242)

“Shareholders’ investment in excess of par value (paid-
in surplus), no change during year” (*Co. No. 375)

“Capitalized stock dividend (prior year)” (*Co. No.
62)

“Conversions, retirements, merger, premiums on stock
issues and earnings capitalized for stock dividends”
(*Co. No. 213)

“Additional retained earnings transferred to capital”
(*Co. No. 211)

TABLE 10: CAPITAL SURPLUS CAPTION

Balance Sheet Captions 1958
Including term “surplus”—
Capital surplus (Note A) ......... ... 189
Paid-in surplus ..................... 40
Capital surplus—paid-in ...... ... ... 8
Surplus (classified) (Note B) ........ 4
Surplus (unclassified) (Note C) ...... 4
Surplus reinvested (unclassified) ...... —
Total retaining term “surplus” . ... 245
Total replacing term “surplus”** .. 247
Total presenting accounts ........ ... .. 492
Not presenting accounts ............... 108
Total ......................... 600

Percentage of Companies

Retaining term “surplus” ............ .. 50
Replacing term “surplus” ....... ... .. _50
100%

1957 1955 1950 1948
188 198 224 257
46 52 7 92
9 9 4 4
2 2 4 5
6 10 15 17
— 1 — —_
251 272 319 375
232 201 126 0
483 473 445 445
117 127 155 155
600 600 600 600
52 58 71 84
48 42 29 16
100% 100%

100% 100%

Note A: Includes eight instances where “Capital surplus” and “Paid-in surplus™ appeared with separate dollar amounts designated for each

(*Co. Nos. 162, 191, 221, 230, 377, 413, 450, 542).

Note B: Includes the usage of “Initial Surplus” (*Co. No. 16) each year.

Note C: *Co. Nos. 142, 320, 338, 438.
*Refer to Company Appendix Section.

**The various balance sheet captions, which replaced the term “Surplus,” used the following types of terminology:

1958 1957 1955

Additional paid-in capital ... ............... 67 61 48
Capital paid-in or Paid-in capital ........... 5 4 5
Other paid-in capital ..................... 7 6 5
Additional capital ......................... 13 12 7
Other capital .....................c.o..... 14 13 14
Other contributed capital ................. 3 2 1
Capital contributed by owners ............. — — 1
Sundry capital credits ..................... 1 1 1
Capital in excess of par or stated values .... 79 73 65
Amount in excess of par value ............ S 5 2
Investment in excess of (par, stated) value .. 8 7 6
Capital (contributed, received) in excess of

(par, stated, par or stated) values ........ 14 13 11
Capital paid-in in excess of par value ....... 13 10 11

Amount (paid-in, paid-in or assigned, realized,

received) in excess of (par, stated, par or

stated values) ................. . ....... 11 13 8
Excess of (amounts received, amounts contrib-

uted, amounts paid-in, capital paid-in, net

proceeds) over (par, stated) values ...... — 1 1
(Paid-in, premium received) in excess of par

value ... ... e — — 1
Capital arising from (conversion, retirement,

stock dividends) ........................ 2 2 —

1958 1957 1955
(Paid-in) capital arising from reduction in par

value shares .....................c...... —_ — 1
Capital arising from revision of capital stock

structure in prior years ................. —_ _ 1
Conversion, retirements, premium on stock is-

sued, and merger ....................... —_ _— 1
Earnings (segregated, transferred, allocated,

capitalized) ................ .. ... ... ..., 2 3 3
Excess of proceeds received from sale of treas-

ury stock over cost thereof .............. 1 1
Excess of (net assets, equity in net assets) of

subsidiary . ......... ... ... . ie. 3% 2 2
Increase in value , , . . resulting from revalua-

THOM & 4 4 e er et 1 1 —
Earnings of subsidiary at acquisition ........ —_ 1 1
Retained earnings transferred to capital ..... —_ 1 1
Common shareholders’ equity .............. — —_ 1
Excess of value assigned to properties acquired

?ver par value of capital stock issued there- 1

OT oo e e —_ —
Common stockholders: capital ............. —_ —_ 1

Total . ... ... . e 249 232 201

I

+Two companies, Nos. 303 and 389, report capital surplus in addition to “Excess of (net assets, equity

in net assets) of subsidiary.”
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“Earnings capitalized and other additions to capital
(Note 6)” (*Co. No. 319)

“Excess of proceeds received from the sale of treasury
shares over the cost thereof” (*Co. No. 333)

“Increase in the value of timber and timberlands result-
ing from March 1, 1913 revaluation ($694,897 real-
ized and transferred to earned surplus in 1958)” (*Co.
No. 590)

Source Not Indicated

“Additional capital” (*Co. Nos. 327, 481)

“Additional contributed capital” (*Co. No. 466)

“Additional paid-in capital” (*Co. No. 370)

“Additional paid-in capital (no change during the
year)” (*Co. No. 337)

“Other capital” (*Co. No. 448)

“Other paid-in capital” (*Co. No. 13)

“Paid-in capital” (*Co. Nos. 59, 344, 403)

“Sundry capital credits (no change during year)” (*Co.
No. 26)

TABLE 11: SOURCE OF CAPITAL SURPLUS

Source Set Forth in Caption 1958 1957 1955

Excess (received, paid-in, contribut-
ed) over par value ............ 108 101 100
Excess (received) over par or stated
value ...... ... ... ........ .. 14
Excess received over stated value
(stated amounts, value shown) ..
Earnings capitalized .......... ...
Revision in capital structure ... ...
Retirement of capital stock .......
Conversion of preferred stock . ...
Sale of treasury stock ............
Revaluation of capital assets ... ...
Subsidiary acquisition or merger . . .
Common shareholders’ (stockhold-
ers’) equity . .............. ...

- .
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Number of Companies

Referring to source of capital surplus 139 138 150
Not referring to source of capital

surplus . . ... 353 345 323

Not referring to capital or unclassi-
fied surplus . ......... .. ... ... 108 117 127
Total ................ ... 600 600 600

"RETAINED EARNINGS" CAPTION IN THE BALANCE SHEET

Table 12 reveals that there has been a steady decrease
in the use of the term “surplus” in describing the “retained
earnings” account in the balance sheets in the published an-

*Refer to Company Appendix Section.

nual reports of the 600 survey companies. In 1948 there
were 501 companies that used the term “surplus” in this
connection in their balance sheets, whereas in 1958 there
were only 201 survey companies that continued to use
such terminology. This decline in the use of the term “sur-
plus” is in accord with the recommendation made by the
committee on terminology of the American Institute of
Certified Public Accountants (Accounting Terminology
Bulletin Number 1, Review and Résumé) that:

The term earned surplus be replaced by terms
which will indicate source, such as retained income,
retained earnings, accumulated earnings, or earnings
retained for use in the business.

Table 12 shows that the 399 survey companies which
by 1958 had replaced the term “earned surplus” in their
balance sheets had done so with other words such as “re-
tained earnings,” “retained income,” ‘“accumulated earn-
ings,” “reinvested earnings,” “earnings employed,” etc.,
which more clearly indicate source, as recommended by
the committee on terminology.

Table 13 shows the frequency of use of the various com-
binations of words indicating the status and source of re-
tained earnings as set forth in the 1958 balance sheets
of the survey companies. This tabulation discloses that the
words “retained” and “earnings” have been adopted most
often to replace the term “earned surplus.”

Examples

The following examples illustrate the terminology used
in the presentation of retained earnings (See Section 4,
Retained Earnings and Capital Surplus) :

Earnings—(344 Companies):

“Accumulated earnings” (*Co. Nos. 335, 407, 436, 448,
492)

“Accumulated earnings retained for use in the business”
(*Co. Nos. 425, 442, 481)

“Accumulated earnings retained in the business” (*Co.
Nos. 127, 357, 365)

“Accumulated earnings employed in the business” (*Co.
Nos. 231, 418)

“Accumulated earnings reinvested in the business” (*Co.
Nos. 76, 106)

“Accumulated earnings used in the business” (*Co. Nos.
134, 226)

“Accumulated retained earnings” (*Co. Nos. 220, 451)

“Accumulated earnings retained (Earned surplus)”
(*Co. No. 69)

“Accumulated earnings retained for reinvestment in the
business” (*Co. No. 129)

“Accumulated earnings in use in the business” (*Co.
No. 366)

“Earnings employed in the business” (*Co. Nos. 3, 13,
32,49, 64)

“Earnings invested in the business” (*Co. Nos. 91, 434,
447, 461, 510)

“Earnings reinvested” (*Co. Nos. 193, 197, 318)

“Earnings reinvested in the business” (*Co. Nos. 14,
29, 59, 136, 205)

“Barnings retained” (*Co. No. 139)
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“Earnings retained and used in the business” (*Co. No. “Invested earnings—used for plant additions and work-

97) ing capital” (*Co. Nos. 4, 60, 72, 398, 460)
“Barnings retained for use in the business” (*Co. Nos. “Reinvested earnings” (*Co. No. 252)

204, 213, 271, 396, 412) “Retained earnings” (*Co. Nos. 53, 75, 105, 156, 167)
“Barnings retained in the business” (*Co. Nos. 239, ]

316, 329, 346, 378) Income—(49 Companies) :

“Accumulated income retained for use in the business™
(*Co. No. 288)

[ - H H 9 *
sRefer to Company Appendix Section. A:;;l)nulated income used in the business” (*Co. No.

“Earnings used in the business” (*Co. No. 570)

TABLE 12: TERMS REPLACING ‘"EARNED SURPLUS"

Earned Surplus Replaced: 1958 1957 1955 1950 1948

With “source” words—
Earnings ..................... ... ... 344 327 301 204 69
Income ........... . ... . .. ... ... 49 44 43 35 21
Profit ........... .. ... 6 6 6 8 8
Deficit .......... ... .. .. - _1_ _-1 __l __l
Total ......... ... ... .. ... . ... 399 378 351 248 99

Combined with “status” words—

Retained ........................... 295 279 250 154 60
Accumulated . ....................... 33 30 37 37 5
Reinvested ......................... 33 31 26 24 14
Employed ............... ... ... .. ... 22 22 20 17 9
Invested ........................... 12 12 11 10 6
Undistributed ....................... — — 2 2 2
Undivided .......................... 1 1 1 2 2
Used .......... ... . .. ... .. . 1 1 2 2 1
Operations ......................... 2 2 2 — —_

399 378 351 248 99

Earned Surplus Retained As:

Earned Surplus ..................... 185 205 212
Earned Surplus combined with—
Earnings retained ................. S 7 10
Farnings reinvested ................ — — 3
Earnings employed ................ — —_ 1
Earnings accumulated .............. 1 1 335 481
Income retained ................... 2 2 5
Income reinvested ................. —_ _— 1
Accumulated ................... .. 1 1 1
Appropriated for contingent liability .. 1 — —_
Deficit ........................... 2 —_ 2 -
Surplus* ... ... 3 5 11 17 20
Surplus reinvested* ... . ... ... .. .. .. ... .. 1 1 1 —_
Deficit ............................... — — 1 — —
200 ) 249 352 501
Total .......................... 600 600 600 600 600
Number of Companies
Replacing “earned surplus” ... ... ... .. .. 399 378 351 248 99
Retaining “earned surplus” .............. 201 222 249 352 s01
Total .......................... 600 600 600 600 600

*Surplus not classified.




Terms Replacing Earned Surplus

“Accumulated net income retained for use in the busi-

ness” (*Co. No. 379)

“Income employed in the business” (*Co. Nos. 282,

596)

“Income invested in the business” (*Co. Nos. 119, 232,
487, 569)

“Income reinvested in business” (*Co. Nos. 145, 355,
599)

“Income reinvested or employed in the business” (*Co.
No. 586)

“Income retained and invested in the business” (*Co.
Nos. 388, 469)

“Income retained for use in the business” (*Co. Nos.
43, 48, 308, 333, 404)

“Income retained and employed in the business” (*Co.
No. 468)

“Income retained in the business” (*Co. Nos. 11, 63,
80, 107, 138)

“Net income employed in the business” (*Co. No.
520)

“Net income invested in the business” (*Co. No. 289)

“Net income retained for use in the business” (*Co. Nos.
70, 310, 381)

“Net income retained in the business” (*Co. No. 484)

“Retained income” (*Co. No. 343)

Profit—(6 Companies) :
“Profit employed in the business” (*Co. No. 130)
“Profits reinvested in the business” (*Co. No. 189)
“Profits retained in the business” (*Co. No. 514)
“Reinvestment of profit” (*Co. No. 148)
“Retained profits reinvested” (*Co. No. 545)
“Undivided profits” (*Co. No. 185)

Earned Surplus—(195 Companies) :

“Earned surplus” (*Co. Nos, 12, 22, 86, 87, 93, 128,
132, 151, 154, 178, 208, 215, 230, 245, 265, 266, 348,
361, 364)

“Earned surplus (earnings retained in business)” (*Co.
No. 518)

“Earned surplus (earnings retained for use in the busi-
ness)” (*Co. No. 104)

“Earned surplus (accumulated earnings employed in the
business)” (*Co. No. 546)

“Earned surplus—representing earnings retained for use
in the business” (*Co. No. 565)

“Barned surplus (income retained in the business)”
(*Co. No. 590)

“Earned surplus (retained earnings)” (*Co. No. 84)

“Earnings retained for requirements of the business
(earned surplus)” (*Co. No. 165)

- “Net income retained for use in the business (earned
surplus)” (*Co. No. 254)

Deficit—(2 Companies) :
“Deficit” (*Co. Nos. 19, 491)

Surplus—Unclassified—(4 Companies) :
“Surplus” (*Co. Nos. 142, 320, 338, 438)

*Refer to Company Appendix Section.
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“Status” Words:

TABLE 13: RETAINED EARNINGS TERMINOLOGY IN 1958

“Source” Words

Earnings Income Profit Total

Retained ............ 111
Retained in the business 70
Retained—Invested ... 1
Retained—Used ...... 73
Retained—Employed .. 6

Retained—Reinvested . —

Retained—Not restricted

[ERgEEY

Accumulated .........
Accumulated—Retained
Accumulated—Retained
—Used ...........
Accumulated—Used
Accumulated—
Employed .........
Accumulated—Reinvest-
ed ...............

NOW Wl Wy

Reinvested .......... 10
Reinvested in the busi-

Ness .............. 14
Reinvested—Employed

in the business .... 1

Employed in  the busi-
NESS .............. 18

Invested in the business 7
Invested—additions and

working capital . . ... 1
Used in the business .. 1
Operations .......... —
Undivided ........... -

344

“Surplus” Words:

Earned Surplus ...... —
Earned Surplus used with:
Retained ..........
Retained in the busi-
ness ............
Retained—used in the
business .........
Accumulated . ......
Appropriated for con-
tingent liability —
Deficit ............ 1
Surplus: Unclassified —
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STOCKHOLDERS' EQUITY STATEMENTS

Information in Stockholders' Equity Statements

Table 14 summarizes the types of data found in stock-
holders’ equity statements for the years 1958, 1957, and
1955 compared with similar tabulations for the years 1950
and 1946.

It will be noted that comparatively few companies
among those covered by this survey presented separate
statements of stockholders’ equity. Most companies made

such disclosures as they considered adequate in the stock- .

holders’ equity section of the balance sheet and the notes
relative thereto.

Title

Table 15 presents the terminology used in the titles of
stockholders’ equity. statements by survey companies in-
cluding such a statement in their annual reports. “Share-
holders’ equity” and “Stockholders’ equity” are the most
frequently used terms. The tabulation discloses (Tables 14
and 15) that only 21 survey companies presented stock-
holders’ equity statements in 1958.

Examples

The exact title of each of the 21 stockholders’ equity
statements presented in the 1958 annual reports is pro-
vided below:
“Common Shareholders’ Investment and Changes There-
in” (*Co. No. 231)

“Comparative Consolidated Statement of Stockholders’
Equity” (*Co. No. 88)

“Comparative Statement of Common Stockholders’
Equity” (*Co. No. 17)

*Refer to Company Appendix Section.

“Consolidated Statement of Changes in Common Stock-
holders’ Equity” (*Co. No. 270)

“Consolidated Statement of Ownership Interest” (“'Co
No. 276)

“Consolidated Statement of Shareholders’ Equity” (*Co.
Nos. 510, 519)

“Consolidated Statement of Shareholders’ Investment”
(*Co. No. 544)

“Consolidated Statement of Stockholders’ Ownership”
(*Co. No. 517)

“Ownership” (*Co. No. 130)

“Shareholders’ Consolidated Equity” (*Co. No. 505)

“Shareholders’ Investment” (*Co. No. 487)

“Shareowners’ Equity” (*Co. No. 553)

“Statement of Changes in Shareholders’ Equity” (*Co.
No. 224)

“Statement of Shareholders’ Equity” (*Co. Nos. 63,
413)

“Statement of Stockholders’ Equity” (*Co. Nos. 301,
504)

“Statement of Stockholders’ Interest” (*Co. No. 520)

“Statement of Stockholders’ Investment” (*Co. Nos.
100, 298)

COMPARATIVE CUSTOMARY STATEMENTS COVERED
BY AUDITORS' REPORTS

Combination of Comparative Statements

The committee on accounting procedure of the Ameri-
can Institute of Certified Public Accountants, in Restate-
ment and Revision of Accounting Research Bulletins
(Chapter 2 Section A) states among other things that:

The presentation of comparative financial state-
ments in annual and other reports enhances the use-
fulness of such reports and brings out more clearly
the nature and trends of current changes affecting the

TABLE 14: STOCKHOLDERS' EQUITY STATEMENTS

Including details of: 1958
Capital stock, capital surplus, and retained
€arnings . ........... ... 19
Capital stock, capital surplus, retained earn-
ings, and appropriated surplus reserves . . —_
Capital stock and capital surplus . ......... —
Capital stock and retained earnings ...... 2
Capital stock, retained earnings, income, and
(only in 1946) capital surplus ........ —_
Capital stock and unclassified surplus ... ... =
21
Statement not presented .. ............... 579
Total ....... ... ... ... ... .. .. 600

1957 1955 1950 1946
19 16 15 5
— 1 1 1
— — 1 1
— 1 1 1
— 1 1 1
= = = _2
19 19 19 11
581 581 581 589

600 600 600 600

|
|
|
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TABLE 15: STOCKHOLDERS' EQUITY STATEMENT TITLE

Terminology Used 1958

Stockholders’ equity ....................
Stockholders’ interest ...................
Stockholders’ ownership
Stockholders’ capital ................ ...
Stockholders’ investment

Shareholders’ equity
Shareholders’ capital ...................
Shareholders’ investment
Shareholders’ ownership

[RSRET I Y I

Shareowners’ equity ....................
Sharecowners’ investment

Capital

Capital stock and surplus

l

Ownership interest (net worth)
Ownership equities

Net worth . ........................... —

Statement not presented ................. 579
Total ............... ... ... ..., 600

1957 1955 1950 1946
5 4 6 -

1 1 1 1

1 1 — —_

1 1 2 —_—

1 _— — —

6 4 1 1
— _ X 1 —
2 3 1 —
— — 1 —_
1 1 — _
— — 1 —
— 2 2 2
- — 2 5
1 —_ —_

— 1 1 1
- - _— _1
19 19 19 11
581 581 381 589
600 600 600 600

enterprise. Such presentation emphasizes the fact that
statements for a series of periods are far more sig-
nificant than those for a single period and that the ac-
counts for one period are but an instalment of what is
essentially a continuous history.

In any one year it is ordinarily desirable that the
balance sheet, the income statement, and the surplus
statement be given for one or more preceding years
as well as for the current year. . . .

Comparative customary statements in their 1958 an-
nual reports were provided by 503 of the 600 survey
companies. Table 16 summarizes the various combinations
of comparative statements presented and the number of
companies which provided all or some of the statements
in comparative form. It is of interest to note that the tab-
ulation continues to disclose a steady increase in the use
of comparative statements in annual reports.

Cents Omitted or Presented

Only 42 of the 600 survey companies included cents in
their statements presented in the 1958 annual reports.
This is a decrease of 7 companies from 1957, when 49
survey companies utilized cents in their statements. There
has been a continuing increase in the number of com-
panies eliminating cents from their statements; in 1946,
approximately 40 per cent of the companies presented
statements in this manner; in 1958 the ratio increased to
93 per cent of the total.

Hundreds Omitted—Dollars in thousands

Of the 600 companies covered in this survey for 1958,
nine presented their customary statements with figures
rounded off to the nearest thousand dollars (*Co. Nos. 1,
53, 114, 178, 179, 195, 321, 400, 439). One (*Co. No.
167) presented thousands of dollars (000 omitted). This
fact is recorded here as the possible start of a trend which.
may become more significant in future editions.

ADDITIONAL STATEMENTS AND
SUPPLEMENTARY SCHEDULES COVERED BY ~
AUDITORS' REPORTS

The preceding discussions in this section have been con-
cerned solely with the customary statements covered by
the auditors’ reports as presented in the annual reports of
the 600 survey companies. In addition to the customary
statements, the annual reports frequently contain numerous
additional statements and supplementary schedules. In
their 1958 annual reports, many survey companies in-
cluded such additional statements and supplementary sched-
ules which were covered by auditors’ reports. Such state-
ments and schedules are considered to be covered by the
auditors’ report: (a) when they are mentioned in the au-
ditors’ report; (b) when they are referred to within or at
the foot of the customary statements; (c) by their position
in relation to the customary statements and the auditors’

*Refer to Company Appendix Section.
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TABLE 16: COMPARATIVE CUSTOMARY STATEMENTS COVERED BY AUDITORS' REPORTS

Combination of Comparative Statements 1958

Balance Sheet and Combined Income & Re-
tained Earnings Statement .......... 198
Balance Sheet, Income, and Retained Earn-

ings Statements ................... 114
Balance Sheet, Income, Retained Earnings,
and Capital Surplus Statements ... ... 80
Balance Sheet and Income Statement ... ... 72
Balance Sheet, Income, and Combined Capi-
tal Surplus & Retained Earnings .. .. 1
Balance Sheet in Combination with Various
Other Statements .................. 1
Balance Sheet, Income, and Stockholders’
Equity Statements ................. 9
Balance Sheet, Combined Income & Retained
Earnings, and Capital Surplus Statements 17
Balance Sheet, Income, and Unclassified Sur-
plus Statements .................... 1
Balance Sheet ............. ........... 3
Income Statement in Combination with Vari-
ous Other Statements ............. .. 1
Combined Income & Retained Earnings State-
ment ............. ... 2
Income Statement .......... . ... ......... 4
Total ......... ... ........... 503
Number of Companies Presenting
All statements in comparative form ... ... .. 426
Some statements in comparative form ... ... 77
No statements in comparative form ... ... .. 97
Total ...................... .. 600

1957 1955 1950 1946
181 154 97 51
116 114 96 53

88 70 53 43
70 81 73 53
1 2 2 -

2 5 4 —

7 10 8 1
18 13 13 4
2 4 6 4

3 4 4 7

2 4 8 12

3 2 6 4

7 5 13 24
500 468 383 256
417 379 290 164
83 89 93 92

100 132 217 344
600 600 600 600

report; or (d) by inclusion in the footnotes to the cus-
tomary financial statements.

ADDITIONAL STATEMENTS

The additional statements covered by auditors’ reports
contained in the 1958 annual reports of the survey com-
panies, in order of the frequency of their presentation were
applicable to (a) the reporting company, (b) domestic
subsidiaries, (c) foreign subsidiaries, and (d) the parent
company. The types of additional statements most fre-
quently included in the 1958 survey reports were state-
ments of capital surplus, and statements of source
and application of funds and changes in working capital of
the reporting company, balance sheets of domestic subsid-
iaries, and balance sheets of foreign subsidiaries. Table 17
summarizes the various types of additional statements pre-
sented in the annual reports of the 600 survey companies
for the years 1958, 1957, 1955, and 1950. There were 92
.companies that included 135 such additional statements,
examples of which are described below.

Reporting Company Statements

Seventy-seven “additional statements” applicable to the
reporting company were presented by 61 of the 600 survey
companies in their 1958 annual reports. Electrolux Corpor-
ation presented the customary statements and, in addition,
a “Statement of Financial Position” in comparative form
for the years 1949 to 1958, inclusive. Vanadium-Alloys Steel
Company included with the customary statements a “Sim-
plified Operating Report” for the current year. Hudson
Pulp & Paper Corp. in addition to the customary finan-
cial statements, included in their report a “Statement of
Stockholders’ Equity.” Bell & Gossett presented a “Sum-
mary of Sources and Uses of Funds” in comparative form
for the years 1958 and 1957, and in addition a “Condensed
Statement of Earnings and Financial Position for Ten
Years” in comparative form for the years 1949 to 1958,
inclusive. Bell & Howell Company included a “Statement
of Changes in Working Capital” for the current year. The
Gillette Company presented the customary statements and,
in addition, a statement of “Earnings Retained in Foreign
Businesses of Subsidiary Companies” for the current year.
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TABLE 17: ADDITIONAL STATEMENTS COVERED BY AUDITORS’ REPORTS
Statements Applicable To: 1958 1957 1955 1950

A: Reporting Company*
St:;tenéent of working capital, source and application of

UNAS ..o
Capital surplus statement . ............ ... ... ........
Balance sheet ................ .. ... ... ... ... .....
Income statement .................................
Stockholders’ equity statement ......................
Financial operatingdata . ...........................
Pro forma statement .................... .. ........
Employee bonus—retirement or welfare funds ... ... ...
Geographical statement ......................... ..
Branch store—investment ..........................
Long-term indebtedness ..........................
Retained earnings statement ........................
Combined income & retained earnings ................
Special letter from accountant (not customary certificate)
Financial highlights .. .............................
Reserve for contingencies
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B: Parent Company*
Balance sheet ............ ... ... ... ... ...........
Income statement ................... ... ... ......
Retained earnings statement ........................
Capital surplus statement ..........................
Stockholders’ equity statement .......................
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C: Domestic Subsidiary*
Balance sheet .................... .. .. ... ... ... ..
@ombined income and retained earnings
Income statement
Retained earnings
Financial data
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D: Foreign Subsidiary*
Balance sheet .................. ... . ... ... .......
Assets and liabilities ............... .. .. ... ... . ...
Combined income and retained earnings ..............
Income statement ................................
Retained earnings statement .......... ... ...........
Financial data .......... ... ... ... ... . ... ......
Minority interests .............. ... ... ... . ...
Long-term indebtedness ...........................
Net assets . ........coinnin i

E: Affiliated Company
Balance sheet ................ ... ... .. .. .. ... .....
Income statement . ................ ... . . ...... ... ...

Total . ... ... . .
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Number of Companies Presenting Additional Statements: Number of Companies With:

Type Type e Additional No additional
Year A 3]/3p T)épe T%p statements statements Total
1958: 61 21 15

1 92 508 600
1957: 52 4 17 15 84 516 600
1955: 51 2 11 13 71 529 600
1950: 38 3 13 14

64 536 600
Comparative Presentation of Additional Statements:

2 3 4 5 6-7 8-9 10-11 Not Grand
Year Yrs. Yrs. Yrs. Yrs. Yrs. Yrs. Yrs. Total comparative Total

1958: 71 — ‘5 1 2 1 5 85 50 135
1957: 59 1 5 —_ — 1 6 72 59 131
1955: 58 1 4 —_— 2 — 12 77 38 115
1950: 45 1 1 2 — 2 6 57 53 110

*Refer to Company Appendix Section—A: Co. Nos. 29, 79, 87, 110, 130, 178, 216, 241, 253, 301, 318, 350, 431, 467, 479, 553, 569, 591; B:
Co. No. 144; C: Co. Nos. 45, 314, 319, 515, 593; D: Co. Nos. 3, 254, 268, 458, 509, 584.
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They also included a “Statement of Geographical Dis-
tribution of Consolidated Net Assets.” Loew’s Incorporat-
ed, in addition to the customary statements, included a
“Pro-Forma Statement of Shareholders’ Equity” and a
“Geographical Grouping of Income and Assets.”

Parent Company Statements

One survey company in 1958, Cities Service Company,
presented four statements with regard to the accounts of
the parent company, in addition to the customary con-
solidated statements. The statements included were a
“Balance Sheet,” “Statements of Income Earnings Retained
‘and Capital Surplus.”

Domestic Subsidiary Statements

The 1958 survey reports contained thirty-two additional
statements applicable to domestic subsidiaries, presented
by twenty-one companies. ACF Industries included cus-
tomary financial statements of their wholly-owned uncon-
solidated subsidiary S.H.P.X. First Corporation. The May
Department Stores Company and Associated Dry Goods
Corporation included additional statements of their wholly-
owned unconsolidated real estate subsidiaries. The Gen-
eral Tire & Rubber Company included a “Summary of
Consolidated Balance Sheet” and a “Summary of State-
ment of Consolidated Income and Earned Surplus” for its
wholly-owned unconsolidated subsidiary RKO Teleradio
Pictures Inc. The Curtis Publishing Company, in addition
to the customary financial statements, included in its report
the financial statements on a two-year comparative basis
of the New York & Pennsylvania Co., Inc., a wholly-owned
consolidated subsidiary.

Foreign Subsidiary Statements

Twenty-two additional statements applicable to foreign
subsidiaries were presented by fifteen survey companies in
their 1958 reports. Burroughs Corporation presented a
“Condensed Statement of Net Assets” for consolidated sub-
sidiary companies operating outside the U.S. and Canada.
Standard Brands Incorporated included a “Combined Bal-
ance Sheet” and a “Combined Income and Retained Earn-
ings” statement for unconsolidated subsidiaries operating
outside the United States and Canada (International Divi-
sion Subsidiaries). Sperry Rand Corporation presented a
“Summary of Amounts Included in Consolidations with Re-
spect to Foreign Subsidiaries and Branches” for the current
year. The Goodyear Tire & Rubber Company included
a statement of “Funded Debt of Foreign Subsidiary Com-
panies” and a statement of “Minority Shareholders’
‘Equity in Foreign Subsidiary Companies.”

Exhibits—Customary Statements Covered
by Auditors' Reports

Examples of various customary statements covered by
the auditors’ reports have been selected from the 1958
annual reports and reproduced as exhibits. (For page num-
bers refer to Index to Exhibits following the Index to
Tables.)

1. Consolidated Balance Sheet; Statement of Consoli-
dated Earnings; Statement of Consolidated Retained Earn-
ings; Notes to Financial Statements (Liggett & Myers To-
bacco Company). These statements complete with notes,
are examples of the conventional form.

2. Consolidated Balance Sheets; Statements of Earnings;
Statements of Stockholders’ Equity; Notes to Financial
Statements (Snap-On Tools Corporation). These statements
show in three separate columns the accounts of Company,
Subsidiaries, and Consolidated together with the consol-
idated figures of previous year for comparison, complete
with notes to financial statements.

3. Consolidated Statement of Financial Position; Notes
to Financial Statements (Armour and Company). This
statement is presented in the financial position form on a
comparative basis. The notes to financial statements are
also provided.

4, Statement of Income (Baldwin-Lima-Hamilton Cor-
poration). This statement is an example of the single-step
form with comparative figures for 1958 and 1957.

5. Comparative Statement of Earnings (Western Auto
Supply Company). This statement is an example of the
multiple-step form.

6. Consolidated Income and Earnings Retained (Bausch
& Lomb Optical Company). This is an example of the
combined Income and Retained Earnings statement in
comparative form.

7. Statement of Retained Earnings (The Mead Corpora-
tion). Retained Earnings statement in comparative form.

SUPPLEMENTARY SCHEDULES

Supplementary schedules covered by auditors’ reports
generally provide details of certain items in the balance
sheet or in other customary financial statements. As shown
in Table 18 there were 219 survey companies that pre-
sented 396 supplementary financial schedules in their 1958
annual reports. The schedules most frequently given were
concerned with long-term indebtedness, the classification
and depreciation of fixed assets, and the composition of
inventories, examples of which are described below:

Acme Steel Company presented with its statements sched-
ules of “Inventories” and “Land, Buildings and Equipment.”

Allegheny Ludlum Steel Corporation presented sched-
ules of “Notes Payable” and “Capital Surplus” changes.

Allied Chemical Corporation included supplementary
schedules of “Marketable Securities,” “Inventories,” and
“Property.”

Bausch & Lomb Optical Company presented a schedule
of “Notes and Mortgages Payable.”

Federated Department Stores, Inc. included additional
schedules of “Accounts Receivable,” “Property and Equip-
ment,” and “Long-Term Debt.”

International Paper Company presented schedules of “In-
ventories,” “Plants and Properties,” “Woodlands,” “In-
vestments,” and “Capital Stocks.”
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TABLE 18: SUPPLEMENTARY SCHEDULES COVERED BY
AUDITORS' REPORTS

Nature of Schedule* 1958 1957 1955 1950

A: Long-term indebtedness . ... 88 78 66 30
B: Fixed assets, depreciation .. 88 76 72 61
C: Inventory composition .. ... 72 68 62 47
D: Capital stock ............. 25 24 28 21
E: Various balance sheet items 22 25 12 31
F: Various income and operating
items .................... 19 15 10 5
G: Accounts, notes receivable . . 17 14 15 17
H: Investments—securities, sub-
sidiaries, affiliates .......... 14 6 9 5
I: Investments—subsidiaries ... 11 18 14 21
J: Special funds, reserves, appro-
priations .. ..... ... .. .... 11 9 10 17
K: Foreign investments ...... .. 10 12 22 24
L: Taxes ................... 9 5 5 4
M: Sales, earnings ......... . 6 3 2 5
N: Investments—securities . . . .. 2 4 4 10
O: Capital ... ... .. .. .. . ... 1 8 5 8
P: Minority stockholders’ interest
in subsidiary .......... ... 1 1 2 -
Q: Dividends .............. .. — 1 3 3
R: Employment costs ......... — 1 — 2
S: Summary of consolidated for-
eign subsidiaries’ assets . . ... — 1 — —
Total ............ ... .. 396 369 341 311

Il

Number of Companies Presenting

Supplementary schedules: ... ... 173 164 148 118
Supplementary schedules and ad-
ditional statements .......... 46 36 31 25

Additional statements ......... 46 48 40 39

265 248 219 182
No additional presentations . . .. 335 352 381 418

Total ................. 600 600 600 600

Comparative Presentation of Schedules:

10 and Not
2 3-9 over Compara- Grand
Year Yrs. Y, Yrs. Total tive Total
1958: 258 1 12 271 125 396
1957: 239 7 9 255 114 369
1955: 204 8 7 219 122 341
1950: 194 2 5 201 110 311

*Refer to Company Appendlx Section—A: Co. Nos. 43, 140, 162
222, 342, 410, 542; Co. Nos. 19, 75, 108, 360, 494, 568 C

Nos. 65, 116 367, 398 451, 497; D: Co Nos 15, 84, 121 228 359
532; E: Co. Nos 5, 129 237 369 402, 445; F: Co Nos. 15 123,
216, 318, 426, 553; G: Co., Nos. 12, 122 231, 396, 492, 538; H: Co.
Nos. 63, 121, 240 331, 438, 563; I: Co. Nos. 88 192 317 423
437, 545 J: Co, Nos. 40 63 318, 460, 469, 541; : Co, Nos. 110
175, 346 510, 550, 597; L: Co. Nos. 33, 70 169 494 516, 519;
}IYI go II\I\Ios 1265 312 351 "N: Co. Nos. 14, 352; O: . No. 116;

0. No.

Exhibits—Additional Statements and Supplementary
Schedules Covered by Auditors' Reports

The following “additional statements and supplementary
schedules” covered by auditors’ reports have been taken
from the 1958 annual reports and reproduced as illustra-

tions of such statements and schedules. (For page numbers
see Index to Exhibits following the Index to Tables.)

1. Comparative Statement of Net Assets of Foreign
Subsidiaries (Wilson & Co., Inc.). This statement provides
a geographical distribution of total assets and total liabil-
ities with respect to unconsolidated foreign subsidiaries.
The relative Statement of Income and Undistributed Earn-
ings together with notes is also provided.

2. Balance Sheet (Holland Furnace Company). The
balance sheet is of the wholly-owned unconsolidated finance
subsidiary (Heating Acceptance Corp.) presented in com-
parative form.

3. Balance Sheet (The May Department Stores Com-
pany). The balance sheet is of the unconsolidated wholly-
owned real estate subsidiary (The May Stores Realty Com-
pany) for the current year.

4. Statement of Net Assets as of July 31, 1958 and
Increase therein for the year then ended (R. H. Macy &
Co., Inc.). A statement of the retirement system for em-
ployees.

FINANCIAL PRESENTATIONS NOT COVERED
BY AUDITORS' REPORTS

In the annual reports for 1958, there were 1156 state-
ments, summaries, and highlights, not covered by au-
ditors’ reports, presented by 518 of the 600 survey com-
panies. These presentations, in general, either provide addi-
tional information, or they summarize or simplify certain
financial and accounting information considered to be of
particular interest to the stockholders.

FINANCIAL STATEMENTS, SUMMARIES, AND HIGHLIGHTS

The various types of these financial statements, sum-
maries, and highlights, not covered by auditors’ reports,
presented in the annual reports of the survey companies
are shown in Table 19. In 1958, as in prior years, the great-
est number of such presentations consisted of summaries,
usually entitled “Highlights,” “Year in Review,” “Results
in Brief,” or “Operations at a Glance.” Such summaries vary
considerably as to content but generally include earnings
and dividend information in addition to other data. These
summaries are usually given on a one- or two-year basis
and are located near the front cover of the report. The
next largest group included summaries of various financial
and operating data generally provided on a long-term
yearly comparative basis in the nature of statistical tabula-
tions. Approximately 30 per cent of the companies also in-
cluded statements or summaries pertaining to working
capital or to the source and application of funds. However,
the terminology applied by the companies to the title
of the summary is not always indicative of the actuai con-
tent. Therefore, all such statements have been grouped un-
der a single caption in Table 19.
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TABLE 19: STATEMENTS, SUMMARIES, AND HIGHLIGHTS NOT COVERED BY AUDITORS' REPORTS

Type of Presentation* 1958 1957 1955 1950
A: Summary—Financial and operating data .......... 337 324 243 140
Summary—Balance sheet data ................... 8 11 63 29
Summary—Operating data ...................... 63 72 102 76
B: Highlights ................................... 308 290 320 200
Year in review—results in brie. .................. 84 90 35 30
Operations at a glance ......................... 20 28 14 13
C: Statement of working capital; changes in working capi-
tal and source and application of funds .......... 160 138 103 103
D: Condensed balance sheet ........................ 62 60 71 61
Condensed income statement .................... 60 64 69 65
Various other condensed statements .............. 10 8 16 6
E: Simplified balance sheet ........................ 9 6 14 26
Simplified income statement .................... 16 9 21 40
F: Employee bonus or retirement funds .............. 8 8 5 2
G: Subsidiary balance sheet ....................... 5 7 11 6
Subsidiary income statement .................... 3 3 3 3
H: Cash receipts and disbursements ................. 3 2 2 6
I: Detailed balance sheet . ......................... — 3 5 6
Detailed income statement ...................... — 5 3 6
Various other detailed statements ................ —_ 5 — 4
Total .. ... e 1156 1133 1100 822
Number of Companies With:
Total Companies Represented in Statement: Statements, No statements,
Types Type Type Type Type Type Type Type summaries, summaries, Total
Year A-B C D E F G H 1 highlights  highlights Companies
1958: 155 8 80 — 20 7 369 407 518 82 600
1957: 130 8 82 9 10 7 377 398 513 87 600
1955: 105 5 82 6 26 12 213 366 495 105 600
1950: 101 2 82 10 51 6 205 249 404 196 600
Comparative Presentation of Statements, Summaries, Highlights
2 3-4 5 6-9 10 11-15 1620 21-30 30+ Not Grand
Year Yrs. Y. Yrs. Yrs. Yrs. Yrs.  Yis. Yrs. Yrs. Total Comparative  Total
1958: 433 41 106 33 299 36 19 15 10 992 164 1156
1957: 419 62 112 32 281 39 22 15 9 991 142 1133
1955: 401 51 110 32 282 38 24 27 17 982 118 1100
1950: 281 45 86 20 175 36 9 11 9 672 150 822

*Refer to Company Appendix Section—A: Co. Nos. 15, 49, 56, 116, 157, 171, 205, 221, 279, 328, 361, 1399 423, 46689477 508, 593; B: Co.

Nos. 47, 52,

261, 264, 310 341 362, 409, 450, 476 517, 548, 588; D: Co. Nos. 1,
‘Co. Nos. 75, 112, 207, 369 419, 497 G:

Nos. 36, 137, 232, 260, 318, 467, 523, 578; F:

92, 112, 149, 153, 217, 233, 264, 307, 329, 386, 413 434, 474, 555, 579, 594; C: Co
44, 69 103,

0. 165, 196 224,
120, 132 210, 235, 326, 348 437, 481 501 560; E: Co.
Co. Nos. 88 254, 381, 399

Exhibits—Statements, Summaries, and Highlights
Not Covered by Auditors' Reports

Listed below are illustrative examples of statements, sum-
maries, and highlights not covered by auditors’ reports
which have been taken from 1958 annual reports. (For
page numbers refer to Index to Exhibits following the
Index to Tables.)

1. Highlights (Ampco Metal, Inc.) showing dollars per
share for employee, etc., in addition to total amount.

2. Financial Highlights (ACF Industries, Incorporated)
presented in comparative form.

3. 1958 Operations (Liggett & Myers Tobacco Com-
pany, Inc.) a summary of the highlights of the year.

4. Source and Use of Funds (Ex-Cell-O Corporation).

5. Simplified Statements (Chain Belt Company).

6. Employees’ Retirement Income Trust (McCormick
& Company, Incorporated).

7. Distribution of Sales Dollar (Erie Forge & Steel Cor-
poration).

For additional references to various types of statements,
summaries, and highlights, not covered by auditors’
reports, presented by the 600 survey companies in 1958,
refer to the companies noted in Table 19.
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SUPPLEMENTARY SCHEDULES

Supplementary financial charts and summaries, not cov-
ered by auditors’ reports, were found covering diversi-
fied subjects such as: distribution of the sales dollar (or
income dollar); earnings and dividends; taxes; fixed assets
and/or depreciation; etc. The terminology, form, and con-
tent of these schedules vary so greatly that statistical com-
parisons with prior years are not presented. For typical
examples of presentation, the following references are
provided:

*Refer to Company Appendix Section.

Nature of Data

Distribution of sales dollar (*Co. Nos. 35, 283, 291,
302, 487, 569).

Distribution of income dollar (*Co. Nos. 10, 14, 302,
492, 535, 555).

Distribution of sales or income dollar (charts) (*Co.
Nos. 20, 166, 224, 378, 433, 527).

Earnings and dividends (*Co. Nos. 60, 172, 183, 258,
417, 486).

Taxes (*Co. Nos. 65, 249).

Fixed assets and/or depreciation (*Co. Nos. 58, 262,
559, 599).

Effect of price level changes (*Co. No. 444).

Employment costs (*Co. Nos. 172, 307, 591).
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Laggett & Myers Tobacco Company

1958 Operations

A SUMMARY OF THE HIGHLIGHTS OF THE YEAR 1958

1957
Netsales. . . . . . . . .. .. ... ..... $570,384,860
Earnings before taxes . . . . . . . . .. .. .. .. 61,894,607
Income and franchisetaxes . . . . . . . . .. .. .. 33,621,000
Earnings before preferred dividends . . . . . . . . . . 28,273,607
Net earnings after preferred dividends . . . . . . . . . 26,812,420
Percentage of metsales . . . . . . . . . . ... .. . 4.70%
Net earnings per share of common stock . . . . . . . . $6.85
Dividends per share of common stock . . . . . . . . . $5.00
Currentassets. . . . . . . . . v . v v 0000 416,457,954
Current liabilittes . . . . . . . . . . . ... ... 89,040,853
Ratio . . . . . . . . . . o000 47t 1
Fundeddebt . . . . . . . . .. ... 0oL 95,750,000
Capital stock . . . . . . . . .. 00000, 118,693,125
Additional paid-in capital . . . . . . . . .. 0 ... 19,417,405
Retained earnings'. . . . . . . . 0o v 0000 133,538,415
Approximate number of stockholders. . . . . . . . . . 46,600




EXHIBIT LI1GGETT & MYERS ToBAacco COMPANY

LIGGETT & MYERS TOBACCO COMPANY

Consolidated Balance Sheet

ASSETS 1957

CURRENT ASSETS:

Cash. . . . & .« « o i i i i s e e e e e e e $ 11,308,688
Accounts receivable, customers . . . . . . . . . .. 23,089,890
Accounts receivabl¢, others . . . . . . . ... 0L 1,030,079
Leaf tobacco, at averagecost . . . . . . .« . .« . . . 346,471,691
Manufactured stock and operating supplies, at avex‘age_'cost 34,557,606

TOTAL CURRENT ASSETS . . . . . . . . . . 416,457,954

PROPERTY, PLANT AND EQUIPMENT—AT COST:

Land and buildings . . . . . . . . .. . . 19,421,927
Machinery and equipment . . . . . . . . . .. .. ..53,355,351
Total . . . . . . . v 72,777,278

Less accumulated depreciation. . . . . . . . . . 36,562,302

NET PROPERTY, PLANT AND EQUIPMENT . . 36,214,976

OTHER ASSETS:
Brands, trade-marks and good will . . . . . . . . .. 1
Investments in unconsolidated subsidiary companies,

ALCOSE « & . v e e e e e e e e e e e e e e 829,004
Investment in foreign tobacco company, at cost. . . . . 4,000
Foreign currency deposits subject to

withdrawal restrictions . , . . . . . . « + . . . 954,265
Prepaid expenses and deferred charges . . . . . . . . 1,979,598

TOTAL OTHER ASSETS. . . . . . . .o « . . 3,766,868

TOTAL . v o v v voe e e e e e e e $456,439,798
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as of December 31

LIABILITIES 1957

CURRENT LIABILITIES:

Notes payable tobanks. . . . . . . . . .. .. $ 53,310,000
Accounts payable . . . . . . e e e e e 3,808,567
Dividend payable on preferred stock ......... 365,297
Accrued interest on debentures . . . . . . . . . .. 814,844
Funded debt payable within one year (less, for 1958,

$1,294,000 of debentures redeemed and held by

Trustee) . . . . . . . . . ... ... Coe e 5,750,000
Taxes payable and accrued . . . . . . . . . . . .. 24,992,145

TOTAL CURRENT LIABILITIES . . . . . . . . 89,040,853

FUNDED DEBT:

2%%% Sinking Fund Debentures, $5,750,000 payable
annually during the years 1960 through 1964,
$23,750,000 payable in 1965, and $37,500,000 pay-

ablein1966 . . . . . . . . ... ... . 95,750,000
STOCKHOLDERS’ EQUITY:
Preferred stock 7%, cumulative, par value $100—author-
ized, 341,398 shares; issued, 225,141 shares; in
treasury, 16,400 shares . . . . . . . . . . . . 20,874,100
Common stock, par value $25—authorxzed 5,000,000
shares; issued, 1958, 3,917,842 shares, and 1957,
3,912,761 shares Note 1) . . . . . . . . . . .. 97,819,025
Paid-in capital in excess of par values of capital stocks
(Note2) . . . . . . v v v i v i v i oo 19,417,405
Retained earnings (Note 3) . . . . . . . . . e e .. 133,538,415
TOTAL STOCKHOLDERS’ EQUITY . . . . . . 271,648,945
TOTAL . . . ... e e e e e e e e $456,439,798
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LIGGETT & MYERS TOBACCO COMPANY

Statement of Consolidated Earnings (fr years ended December 31)

1957
NETSALES . . . . . & o v v v i v e v e e e e e $570,384,360
OTHER EARNINGS:
Interest and dividends received . . . . . . . . . . . 191,715
Profit from sale of land and buildings. . . . . . . . . 78,757
Profit from redemption of sinking fund debentures . . . -
Miscellaneous. . . . . . . . .. 0oL 68,089
TOTAL EARNINGS . . . . . . . . . .. 570,723,421
COSTS AND EXPENSES:
Cost of goods sold, selling, administrative and general
EXPENSES . « + ¢ e e e e e e e e e e e e 499,052,009
Provision for depreciation. . . . . . . . . . e e 3,488,428
Interest and amortization on funded debt ....... 2,801,347
Intereston bankloans . . . . . . . . . . ... .. 3,462,528
Miscellaneous. . . . . . « . . . o o000 e e . 24,502
Provision for Federal income tax. . . . . . . . . . . 30,855,000
Provision for State income and franchise taxes . . . . . 2,766,000
TOTAL COSTS AND EXPENSES . . . . . 542,449,814
NET EARNINGS FOR THE YEAR . . . . . . . . . .. 28,273,607
DIVIDENDS ON PREFERRED STOCK . . . . . . . . . 1,461,187

NET EARNINGS APPLICABLE TO COMMON STOCK . . $ 26,812,420
—— . ——}




LI1GGETT & MyERs ToBacco COMPANY

EXHIBIT

S latement Qf ConSOZiddte d Retaz.ngd. Earnl.ngs (for years ended December 31)

BALANCE AT BEGINNING OF YEAR. . . . . .

ADD—Net earnings for theyear . . . . . . . . .

DEDUCT:

Cash dividends of $7 per share on preferred stock . . .
Cash dividends of 5 per share on common stock. . .

TOTAL . . . . . ... . ...

TOTAL . . . . . . . ... ..

BALANCE AT END OF YEAR (Note3) . . . .

$

1957

$126,289,800

28,273,607
154,563,407

1,461,187

19,563,805
21,024,992

133,538,415

Notes to Financial Statements— December 31,1958

1. At January 1, 1958, there were outstanding
options granted under the Incentive Stock Op-
tion Plan to officers and key employees to pur-
chase, subject to certain limitations, 58,060
shares of the Company’s common stock, and
60,700 shares were reserved for the granting
of additional options. During 1958 options for
1,500 shares were granted for an aggregate op-
tion price of $122,062, options for 5,081 shares
were exercised for an aggregate option price of
$342,311, and options for 1,500 shares were can-
celled. At December 31, 1958, options were out-
standing with respect to 52,979 shares having an
aggregate option price of $3,588,771, and 60,700
shares were reserved for the granting of addi-
tional options on or before March 31, 1961. In

accordance with the Plan, option prices repre-
sent closing quoted market values of the shares
on the dates the options were granted.

2. Paid-in capital in excess of par values of cap-~
ital stocks increased in 1958 by $215,286, repre-
senting the excess of sales price over par value
of common stock sold to officers and employees
under the.Incentive Stock Option Plan.

3. Under the terms of the Indenture covering
the 234% Sinking Fund Debentures, $60,282,541
of retained earnings is restricted as to payment
of cash dividends on common stock. This limi-
tation does not apply to stock dividends on
comrfion stock, nor does it restrict payment of
dividends on preferred stock.




EXHIBIT SNAaP-ON TooLs CORPORATION

CONSOLIDATED BALANCE SHEETS...

ASSETS
December 31, 1958 Consolidated
December 31,
CURRENT ASSETS Company  Subsidiaries Consolidated 1957
LT 1,390,121 $ 569,903 $ 1,960,024 | $ 2,271,684

Accounts receivable
Customers, less allowance for doubtful accounts. .. 1,633,725 259,049 1,892,774 1,316,058

Salesmen, dealers -and branch managers.......... 972,577 84,982 1,057,559 1,165,160

Affiliated companies .............c.iieaiianan 50,122 95,493‘ —_— — ¢

OthEIS .. ivvtviinneerrenneaneenmmanaaeenas 37,237 16,516 53,753 91,654
Inventories—at the lower of cost or market

Finished stock ......... e e 5,290,750 1,373,208*  6,468,596* 6,186,952*

Work in process, raw materials and factory supplies. . 2,584,882  470,644%  3,044,018* 2,843,987*
Prepaid expenses. .........ooiiiiiiiiiii L 330,993 62,399 393,392 350,766

12,290,407 2,932,194 14,870,116 14,226,261,

INVESTMENT IN SUBSIDIARIES
Capital stock of subsidiaries—at cost

Snap-on Tools of Canada, Ltd.................. 10,000 —_ — * —_

Weidenhoff Corporation. ...................... 500,000 — — * —_ %

Herramientas Snap-on de Mexico, S. A. .......... 102,984 — — ¥ —
612,984 —_— _ —

FIXED ASSETS

Land, buildings and equipment at cost............. 5,450,518 1,118,870 6,569,388 6,174,997
Less accumulated depreciation................... 2,190,136 382,616, 2,572,752 2,240,249

3,260,382 736,254 3,996,636 3,934,748

OTHER ASSETS
Patents, trade-marks and sundry other assets........ 36,732 5,373 42,105 44,046
$16,200,505 $3,673,821 $18,908,857 $18,205,055

The accompanying notes are an integral part of these statements.
*After climination -of intercompany items.




SNAP-ON TooLs CORPORATION

EXHIBIT

... SNAP-ON TOOLS CORPORATION (Including all Subsidiaries)

LIABILITIES
December 31, 1958 Consolidated
December 31,
CURRENT LIABILITIES Company  Subsidiaries Consolidated 1957
Current maturities of term loan................... $ 105,000 $ —_ $ 105,000 | $ 105,000
Accounts payable
Trade ....coniiniiiiiiiii ittt i 667,885 103,354 771,239 644,661
Branch managers ...........c.oiieinennnnnnn. 346,219 39,334 385,553 451,689
Affiliated companies ...............0oiunnun.. - 95,493 50,122%* — % —_— %
Payroll deductions ......................u... 126,103 14,354 140,457 176,465
Accrued liabilities .
Compensation ............cciiiiiiiiiiiiina. 528,395 105,979 634,374 709,462
Taxes (other than income taxes)................ 99,944 16,169 116,113 136,831
Other ... ... (it it 47,145 11,896 59,041 48,935
Incometaxes .........oiiiiiiiiiii i 1,133,144 195,403 1,328,547 1,420,087
Dealer and salesmen deposits on consigned tools—— .
current portion ................. et 1,021,557 332,034 1,353,591 336,218
'4,170,885 868,645 4,893,915 4,029,348
NONCURRENT LIABILITIES
314 % unsecured term loan payable semi-annually to
. March 31, 1963, less current maturities. ......... 382,500 — 382,500 487,500
Dealer and salesmen deposits on consigned tools—
noncurrent portion ................ ... 0., —_ — — 1,012,535
'382,500 — 382,500 1,500,035
STOCKHOLDER'S EQUITY
Capital stock
Common—authorized, 1,250,000 shares of $1 par
value; issued and outstanding—1958, 706,570
shares; 1957, 694,110 shares. ............... 706,570 —_— 706,570 694,110
Common stocks of subsidiaries. . . ...... O —_— 612,984 —_— — %
Additional: paid-in capital ............... e .. 1,234,346 — 1,234,346 1,114,179
Retained earnings .. ........ e RN 9,706,204 2,192,192* 11,691,526*%| 10,867,383*
11,647,120 2,805,176 13,632,442 12,675,672
$16,200,505 $3,673,821 '$18,908,857 $18,205,055




EXHIBIT SNAP-ON TooLs CORPORATION

STATEMENTS OF FINANCIAL POSITION...

STATEMENTS OF EARNINGS
for the years ended December 31, 1958 and 1957

Year ended December 31,

1958 1957
SALES Company  Subsidiaries Consolidated | Consolidated
Gross sales, less returns, allowances and dealer )
QiSCOUNES « .. viee e ieie e in e eea e $21,640,230 $4,725,850* $24,760,676*| $24,272,568*
COSTOFGOODS SOLD ..............civennn, 11,558,817 2,798,210* 12,768,413* 12,863,873%
Gross profit ...........ciiiiiiiinnnn 10,081,413 1,927,640 11,992,263 11,408,695
OPERATING EXPENSES
Engineering Xpenses . ........:....ceveueen.. 124,421 60,534 184,955 175,684
Selling eXPenses .. ........c..ovuvenninennan. 2,967,927 456,965 3,424,892 3,034,442
Shipping €Xpenses ...............c.oc.iveuvnns 985,225 153,803 1,139,028 1,060,223
Administrative eXpenses . .................00.n 2,743,616 555,549 3,299,165 3,197,778
6,821,189 1,226,851 8,048,040 7,468,127
Operating profit .......... e 3,260,224 700,789 3,944,223 3,940,568
OTHER {INCOME OR (DEDUCTIONS)—NET. ....... 131,812 19,316 6,128* 47,845%
Earnings (before income taxes)........... 3,392,036 720,105 3,950,351 3,988,413
INCOMETAXES . ... .. ... . . .. 1,728,436 348,261 2,076,697 2,091,588
NET EARNINGS ...................... $ 1,663,600 $ 371,844* § 1,873,654* 1,896,825*

The accompanying notes are an integral part of these statements.
*After elimination of intercompany items.

NOTES TO FINANCIAL STATEMENTS

In consolidation, the accounts of the Canadian subsidiary
have been converted to United States dollars at par; the accounts
of the Mexican subsidiary have been converted at the official rate
of exchange.

The Company is contingently liable for a maximum amount
of approximately $100,000 by reason of guarantees in connection
with customers’ time payment contracts purchased from dealers
by finance companies.

At December 31, 1958, 37,912 shares of the Company’s
common stock were reserved for issuance to officers and key
employees under a restricted stock option plan providing for the

purchase of shares at prices not less than 85% of the market price
on the dates the options are granted. Options for a total of
31,752 shares have been granted but not exercised. These options
are exercisable at various dates and expire on or before October
29, 1964.

The entire amount of dealer and salesmen’s deposits on
consigned tools has been classified as a current liability at
December 31, 1958 (only a portion of the corresponding amount
was so classified at December 31, 1957) for the reason that a
policy was established late in 1958 whereby these amounts will
be substantially liquidated in 1959 by means of sales of previously
consigned car stock to dealers.




SNaP-ON TooLs CORPORATION

EXHIBIT

+++ SNAP-ON TOOLS CORPORATION (including all Subsidiaries)

STATEMENTS OF STOCKHOLDERS' EQUITY
for the years ended December 31, 1958 and 1957

Year ended December 31,

1958 1957
Company  Subsidiaries Consolidated | Consolidated
COMMON STOCK
Amount at the beginning of the year. . .. ......... $ 694,110 § 512,984 $ 694,110 $§ 343,885*
Acquisition of common stock of Weidenhoff
Corporation .....................c...0on... — 100,000 —_ % —_ *
Shares issued as a 100% stock distribution. . . . . .. —_— —_ — 345,435
Shares issued pursuant to stock option plan. ... ... 12,460 — 12,460 4,790
Amount at the end of the year. . ......... 706,570 612,984 706,570 694,110
ADDITIONAL PAID-IN CAPITAL—in excess of par
value of common stock
Amount at the beginning of the year............ 1,114,179 — 1,114,179 1,395,174
Arising from exercise of stock options........... 120,167 —_ 120,167 8
345,435 shares issued as a 100% stock
distribution ........ e —_ —_ — (345,435)
Amount at the end of the year........... 1,234,346 — 1,234,346 1,114,179
RETAINED EARNINGS (earnings reinvested in the
business since date of organization)
Amount at the beginning of the year............ 9,092,115 1,965,348* 10,867,383* 9,939,100*
Net earnings for theyear...................... 1,663,600 371,844*  1,873,654* 1,896,825*
10,755,715 2,337,192 12,741,037 11,835,925
Dividends paid incash....................... 1,049,511 145,000 1,049,511* 968,542*
Amount at the end of the year. ................ 9,706,204 2,192,192 11,691,526 10,867,383
STOCKHOLDERS' EQUITY .............. $11,647,120 $2,805,176 $13,632,442 | $12,675,672

The accompanying notes are an integral part of these statements.
*After el ion of intercomp items.




Section 2

BALANCE SHEET

CASH

The balance sheets of the 1958 survey companies
indicate the continuing trend of presenting the cash
accounts simply as “cash” in the current asset section.
The presentation of “cash” alone was used currently
by 539 companies as compared with 505 in 1955 and
435 in 1951. On the other hand, the description “cash
in banks and on hand” was used by only 35 companies
in 1958 as against 102 in 1951. Details provided by
the remaining 26 companies are set forth in Table 1.

SEGREGATIONS OF CASH

The Restatement and Revision of Accounting Re-
search Bulletins, issued in 1953 by the committee on
accounting procedure of the American Institute of
Certified Public Accountants treats of the nature of
current assets (Chapter 3, Section A) and indicates the
exclusion from that classification of such resources as
“cash and claims to cash which are restricted as to with-
drawal or use for other than current operations, are
designated for expenditure in the acquisition or con-
struction of noncurrent assets, or are segregated for the
liquidation of long-term debts.” The committee states
further “Even though not actually set aside in special
accounts, funds that are clearly to be used in the near
future for the liquidation of long-term debts, payments to
sinking funds, or for similar purposes should also, under
this concept, be excluded from current assets. However,
where such funds are considered to offset maturing debt
which has properly been set up as a current liability,
they may be included within the current asset classifi-
cation.”

Table 2 refers to those survey companies which in-
dicated in their financial statements that certain cash
items were segregated, excluded from, or offset within
the balance sheet. This table indicates the nature of the
cash restriction or segregation and provides complete
references to the related companies.

35

TABLE 1: CASH—CURRENT ASSETS

Balance Sheet Description 1958 1955 1951

Cash (*Co. Nos. 1, 106, 247, 323) .. 539 505 435
Cash in banks and on hand (*Co. Nos.

12, 131, 235, 342) .............. 35 57 102
Cash on hand and demand deposits

(*Co. Nos. 48, 79, 243, 470) ... ... 8 14 26
Cash and demand deposits (*Co. No.

5260) ... 1 2 1
Demand deposits in banks and cash on

hand (*Co. Nos. 36, 248, 491) .... 3 8 19
Cash including time deposits (*Co. Nos.

94, 355) ... ... 2 1 1

Cash, including time certificate of deposit
and accrued interest (*Co. No. 102) 1 1 1

Cash and marketable securities (*Co.

Nos. 128, 515) ................. — 1
Cash in banks and offices (*Co. No. 87) 1 1
Cash in banks, on hand, and in transit — 3
Cash on deposit, in transit, and on hand

(*Co. Nos. 427, 496) ........... 2 2 —
Cash on hand and on deposit (*Co. No.

353) 1 1 4
Bank balances and cash funds (*Co. No.

259) .. 1 2 2
Cash and United States Government se-

curities (*Co. Nos. 167, 176, 238,

489) ... — -
Various other ............... ... .. — 5 4

Total .................... 600 600 600

*Refer to Company Appendix Section.

The different purposes for which cash was segregated
and the related treatment in the balance sheet are also
summarized in Table 2.

The following are examples of descriptive captions
used for cash and segregations of cash, as disclosed in
the 1958 annual reports:
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Fixed Assets

THE CUDAHY PACKING COMPANY
Noncurrent Assets:
U.S. Government Securities and Cash set
aside for additions and improvements . ... $4,414,262

ERIE FORGE & STEEL CORPORATION
Property, Plant, and Equipment:

Land ........... ... ... .. ... ..., $ 430,387.89
- Land improvements .. $§  48,514.93
Building ............ 3,122,864.24
Equipment .......... 8,773,507.53
$11,944,886.70

Less allowance for de-
preciation and amor-

tization ........... 7,869,039.69 4,075,847.01
$4,506,234.90
Plant modernization:
Cash on deposit ... ... $ 364,001.23
Less accounts payable for
construction in prog-
TESS . ... 289,842.85
$ 74,158.38
Construction in progress  3,934,841.62 4,009,000.00
$8,515,234.90

- FREUHAUF TRAILER COMPANY

Property, Plant, and Equipment:
Land—at cost ...................... $ 3,772,117
Buildings and building equipment—at cost 19,711,333
Machinery and other equipment—at cost 23,495,572
Funds segregated for expansion program

of Canadian subsidiary .............. 217,280
$47,196,302

Less accumulated depreciation and amorti-
zation ........ ... .. 18,562,582

$28,633,720

INTERNATIONAL PAPER COMPANY
Capital Assets:

Plants and properties ................ $832,098,127
Less: Reserves for depreciation ...... 421,435,329
Net plants and properties .......... $410,662,798
Woodlands—net .................... 113,565,611
Funds segregated for U.S. capital expen-
ditures .. ...... ... ... 15,379,800
Investments . ....................... 1,935,485

$541,543,694

PARKE, DAVIS & COMPANY
Property, Plant, and Equipment—at cost, less
accumulated depreciation:
Land . ... ... .. ... ... $ 4,144,965

Buildings and improvements . . ... ..... .. 28,825,334
Machinery and equipment ............ 31,506,451
Office furniture and fixtures ... ......... 5,699,356
Construction in process ............... 9,769,546
Funds appropriated for expansion of re-
search facilities ................ ... 6,930,000
$86,875,652
Less accumulated depreciation ........ 28,941,433

Total Property, Plant, and Equipment $57,934,219

TABLE 2: SEGREGATION OF CASH

Cur- Noncur-
Purpose and Balance rent rent
Sheet Presentation Asset Asset

Plant expansion, improvement, or

replacement funds (*Co. Nos.

128, 179, 182, 221, 240, 312,

320, 345, 355, 422, 472, 558) — 12 12
Insurance, workmen’s compensa-

tion or pension funds (*Co.

Nos. 24, 51, 174, 181, 252, 309,

353) — 7 7
Preferred stock retirement or re-

demption (*Co. Nos. 26, 171,

1958
Total

427,452) ... ... — 4 4
Restricted to performance under

contracts (*Co. Nos. 252, 268) — 2 2
Cash deposited for payment of

dividends (*Co. No. 314) .. 1 — 1
Funds held by trustee (*Co. No.

337) — 1 1
Customers’ funds (*Co. No. 133) 1 — 1

Working or other funds (*Co. No.

356) ... 1 — 1
Cash received as progress pay-

ments on orders (*Co. No. 306) 1 _— 1
Cash in bank for account of mer-

chandise consignors (*Co. No.

121) oo 1 1

Total ............... 5 26 31
Number of Companies with: 1958 1957 1955
Cash segregated in noncurrent as- .

SES ... 26 23 38
Cash segregated in current assets 5 6 9
Cash excluded from the balance

sheet (*Co. Nos. 83, 275, 351,

485) ... 4 — 6
Cash offsetting a liability account

(*Co. No. 428) ............ 1 1 4
Cash segregated in current and

noncurrent assets ........... — 1 1

Total ............... 36 31 58

No reference to cash segregation
orexclusion ................ 564 569 542
Total ............... 600

600 600

*Refer to Company Appendix Section.

UNITED ENGINEERING AND
FOUNDRY COMPANY
Noncurrent Assets:

Cash allocated for construction program .. $2,240,219

Insurance Funds

THE AGRICULTURAL CHEMICAL COMPANY
Noncurrent Assets:
Cash and U.S. Government Securities
(at cost which approximates market),
segregated against reserves for insur-
ance and retirement payments . ... .. $2,304,675.32
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THE AMERICAN SUGAR REFINING COMPANY
Noncurrent Assets:
Pension Fund:
Cash ........... .. ... . . i $
U.S. Government, state and municipal
bonds, at lower of cost or market . ...
Company’s own preferred stock, 20,000
shares,atcost ....................

82,776
6,397,812
632,650
$7,113,238

CRADDOCK-TERRY SHOE CORPORATION

Other Assets: '
Customers’ notes—deferred maturities .. $ 34,754.12
Corporate stock, real estate investments

and sundry assets .................. 3,590.12
Cash value of life insurance policies (ma-
turity value $600,000 .............. 27,162.00
Pension fund:
Cash ................. $ 60,501.94
U.S. and Virginia bonds 59,590.55
Corporate securities and
real estate mortgages.. 365,647.52 485,740.01
$551,246.25
INTERNATIONAL BUSINESS MACHINES
CORPORATION
Noncurrent Assets:
Watson Fund for Supplementing IBM Re-
tirement Plan:
Cash ............................. $ 43912
U.S. Treasury securities—at cost plus
accrued interest .................. 3,305,479
$3,349,391

Preferred Stock Redemption

AMERICAN BAKERIES COMPANY
Noncurrent Assets:
Investments:
Cash and United States Government securi-
ties (cost) in sinking fund (Note 3) .. $150,000
Government and municipal securities on

deposit with state authorities—cost . ... 186,745
Mortgage notes receivable ............ 275,452
$612,197

Note 3: The preferred stock is convertible into common stock at
the rate of one share of preferred for 244 shares of common and is
subject to redemption at par plus premiums decreasing periodically
from 10% to 7% plus accrued dividends. The Company is required
to maintain $150,000 in a sinking fund to be replenished annually,
for tenders of preferred stock at quoted prices not to exceed $100 a
a share, and may not without approval of holders of two-thirds of
outstanding preferred shares pay any cash dividends or purchase
any common stock which would reduce consolidated earnings re-
tained for use in the business below $12,000,000.

PENN FRUIT CO., INC.
Investments and Other Assets:
Loans secured by mortgages on leased prem-

ises ... $ 341,929
Cash surrender value of insurance on life
of officer ............... .. .. .. .. ... 42,808

Cash balances held in sinking, purchase and

conversion funds for Preferred stocks . . 5,680
Investment in and advances to affiliated and

associated companies—at cost ........ 2,835,182
Deposit under purchase agreement ... ... 175,000

$3,400,599

Various Purposes

THE GOODYEAR TIRE & RUBBER COMPANY
Noncurrent Assets:
Cash and expenditures under U.S. Govern-
ment contracts, per contra ............ $1,349,681

CENTRAL SOYA COMPANY, INC.
Current Assets:
Cash (includes $274,594 customers’ segre-

gated funds in 1958) ............. $11,386,148
Accounts, drafts and notes receivable .. 13,006,362
Less—Allowance for possible loss . ... 660,518

Accounts, drafts and notes receivable
—EE e $12,345,844

INTERNATIONAL SILVER COMPANY
Current Assets:
Cash deposited for payment of dividends (see
[70)11 ¢: ) 1 $87,500
Current Liabilities:
Dividends (payable in January, see contra) . $87,500

KUNER-EMPSON COMPANY
Other Assets:
Insurance deposits . ................... $12,675.48

Cash surrender value of life insurance . . .. 2,215.00
Cash on deposit with Trustee under bond
indenture .............. ... ... ... 16,845.65
$31,736.13
INGERSOLL-RAND COMPANY
Current Assets:
Cash ... ... $8,175,438
Cash received as progress payments on
orders ......... p . gr .. p .......... 3,101,519

MACFADDEN PUBLICATIONS, INC.
Current Assets:
Deposits, working funds, prepaid expenses, etc. $59,123

BYRNDUN CORPORATION
Current Assets.

Cash .....................

Cash in bank for account of
merchandise consignor .... $33,353.80
Less: Amounts due to con-

signor for merchandise sold 33,353.80

$48,284.59

PENN-TEXAS CORPORATION
Current Liabilities:
Notes payable, less $400,000 cash collateral $10,720,000

CASH ADVANCES AND DEPOSITS

Cash Advances

Of the 600 survey companies, 74 disclosed cash ad-
vances in their 1958 reports. The captions used in the
presentation of cash advances and their related place-
ment in the balance sheet are reflected in Table 3.
Advances to subsidiaries and affiliates are not included
in this tabulation. For this information see Table 21,
this section.
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TABLE 3: CASH ADVANCES

Cur- Noncur-
rent rent 1958
Balance Sheet Description* Asset  Asset Total
A: Advances to outside growers,
packers, planters, producers . 5 4 9
B: Advances to suppliers and
subcontractors ............ 5 2 7
C: Advances on purchase com-
mitments for raw materials . . 3 _ 3
D: Advances on purchase con-
tracts . ....... .. ... .. ... 5 1 6
EB: Advances on construction or
purchase of fixed assets . ... 1 2 3
F: Advances for leasehold im-
provements .............. — 1 1
G: Advances to employees for
selling, travel, and other ex-
penses ................... 1 1 2
H: Advances—loans to employees 2 4 6
I: Advances to sales agents or
vendors .................. — 2 2
J: Advances to joint venture or
logging operations ......... 3 — 3
K: Advances to customers .. ... — 1 1
L: “Advances”—not identified .. 10 25 35
Total ............... 35 43 78
Number of Companies showing:
Advances in current assets .................... 33
Advances in current and noncurrent assets . ....... 2
Advances in noncurrent assets . ................. 39
Total ......... ... .. ... .. ... 74
No reference to advances .................... 526
Total ............ . .. ... 600

*Refer to Company Appendix Section—A: Co. Nos. 51, 162, 181,
421, 526; B: Co. Nos. 47, 185, 286, 350, 362; C: Co. Nos. 40,
154, 585; D: Co. Nos. 31, 199, 301, 442, 485; E: Co. Nos. 196,
416, 427; F: Co. No. 102; G: Co. Nos. 92, 582; H: Co. Nos. 3,
13, 252, 346, 402; 1: Co. Nos. 7, 252; J: Co. Nos. 68, 222, 464;
%3 Co. No. 371; L: Co. Nos. 20, 84, 110, 161, 208. 263, 320, 476,

Cash advances appeared in both the current and the
noncurrent asset sections of the balance sheets. The fol-
lowing examples illustrate the various types of cash
advances as presented by the companies:

Current Assets
THE ARUNDEL CORPORATION

Current Assets:
Cash ........ ... ... .. .. .. . $ 1,759,053

U.S. Treasury obligations ............ 2,275,000
Accounts receivable:
Contracts and trade . ............... 2,955,810
Miscellaneous . .................... 109,486
Advances to, and amounts due from, joint
ventures (a portion of which will be col-
lected afterayear) ................. 2,484,392
Repair parts, etc., at cost or market which-
everlower .......... ... ... .. .... 497,864
Prepaid insurance and other expenses . . .. 173,051
Total current assets ............ $10,254,656

GENERAL MILLS, INC.
Current Assets:
Inventories:
Grain for processing, flour and soybean
products, at market, after appropriate
adjustment for open cash trades, un-
filled orders, etc. ................ $19,958,231
Formula feeds, ingredients, package
foods, sponges, etc., at the lower of

cost or market .................. 15,010,618
Containers, supplies, mechanical equip-
ment contracts, etc., at cost ... ... .. 7,169,488
42,138,337
Advances on grain and other commodi-
teS . . 981,914
$43,120251

JONES & LAMSON MACHINE COMPANY
Current Assets: _
Notes receivable, advances, etc. ........... $55,739

MASONITE CORPORATION
Current Assets:
Receivables—
Customers and agents .............. $7,316,579
Advances to wood contractors—secured
by mortgages on wood and equipment 1,452,298

Miscellaneous . ..................... 216,237
$8,985,114

Less—Reserves for allowances and doubt-
ful accounts ..................... 299,450
$8,685,664

HAZELTINE CORPORATION
Current Assets:

Cash ..............

United States Govern-
ment securities at
cost plus accrued in-
terest ............

Accounts receivable
arising from Govern-
ment and other con-
tracts at final or pre-
liminary prices, roy-
alties receivable and

$ 4,524,989.75

1,517,775.38

accrued........... 8,730,468.75
Costs incurred and ad-
vances to subcon-

tractors on uncom-
pleted contracts ... $14,459,093.81
Less progress pay-
ments for work
performed ......

Total ......

4,575,562.05  9,883,531.76

$24,656,765.64

RALSTON PURINA COMPANY
Current Assets:
Advances on purchases of materials ....... $800,401
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WALWORTH COMPANY
Current Assets:
Receivables:
Accounts receivable, customers . ....... $6,861,511
Other receivables (including federal in-
come tax recoverable under carry-back

provisions) ...................... 1,471,608
Travel funds and sundry advances to em-

ployees ............ ..., 71,405

8,404,524

Less reserve for doubtful receivables . . 260,000

Total receivables less reserve ... $8,144,524

Non-Current Assets

ALLEN INDUSTRIES, INC.
Other Assets:
Land contract receivable from sale of plant $ 69,100

Cash surrender value of life insurance .... 63,754

Advances to employees ................. 22,492

Deposits and miscellaneous accounts . ..... 10,327
Total other assets ................ $165,673

AMERICAN SEATING COMPANY

Other:

Advances to supplier companies ......... $ 56,333

Deferred charges and miscellaneous ....... 386,086
Total other assets ................ $442,419

DIANA STORES CORPORATION
Other Assets:
Investment in capital stock of wholly-owned
real estate subsidiary (not consolidated) . .. $200,000
Rental and service deposits, rents paid in ad-

vance and other deferred charges . ... .. .. 153,747
Sundry investments and notes receivable . .. 6,900
Advances and deposits on construction in

PrOZreSs . ............ooiiinenenennan.. 43,540

$404,187

THE CUBAN-AMERICAN SUGAR COMPANY
Noncurrent Assets:
Materials and supplies and other working
assets:
Materials and supplies, at cost or lower $3,328,947

Work animals, livestock, etc. .......... 154,163
Advances to cane growers ............ 76,742
Planted and growing cane ............ 14,844

$3,574,696

Cash Deposits

Deposits of cash or securities for specific purposes
were segregated in the balance sheets of 95 of the 600
survey companies. The presentations and descriptions
of these deposits are summarized in Table 4. Of the 111
presentations, only 17 appeared as current assets.

The following examples illustrate some of the presen-
tations in the 1958 annual reports:

TABLE 4: DEPOSITS—CASH AND SECURITIES

Cur- Noncur-
rent rent 1958
Balance Sheet Description Asset Asset Total

Deposit for “insurance” (*Co.

Nos. 177, 208, 404, 449, 488) 1 21 22
Deposit with mutual insurance

company (*Co. Nos. 215, 304,

542) e — 5
Deposit with insurance company

(*Co. No. 249) ............ — 1
Deposit with “public agencies”

(*Co. Nos. 26, 163, 220) . ... 1 8
Deposit with “escrow agent” (*Co.

Nos. 368, 577) ... ... 2 1
Deposit with surety company

(*Co. No. 21) ............. —_ 1
Deposit for preferred stock or

bond retirement (*Co. Nos. 64,

171) e — 4
Deposit for dividend payments

(*Co. Nos. 154, 314) ....... 2 1
Deposit for fixed asset commitment

(*Co.Nos. 6,196) .......... — 4
Deposit for purchase commitment

(*Co. Nos, 133,427) ....... 2 2
Deposit with lessors (*Co. Nos.

145, 457) ... . ... . ... .. — 4
“Deposits’—not identified (*Co.

Nos. 38, 164, 211, 307, 419,

584)
Other types of deposits (*Co. Nos.

60,124, 184) ..............

6
3 6 3
Total ............... 17 %4 111

= W O = W

N N R RN

36 42

Number of Companies with:

Deposits in current assets ..................... 12
Deposits in current and noncurrent assets ........ 1
Deposits in noncurrent assets .................. 82

Total ..........cvuiiniiiiii. 95
No reference to deposits ...................... 505

Total ........ ... 600
*Refer to Company Appendix Section.

Current Assets

AMERICAN MACHINE AND METALS, INC.
Current Assets: )
Deposits and prepaid expenses ............ $619,193

THE COLORADO MILLING & ELEVATOR
COMPANY
Current Assets:
Deposit for payment of dividend June 1—
RY=TR e ) 115 - M $193,369

Current Liabilities:
Dividend payable June 1—see contra .. ... $193,369

DRAVO CORPORATION
Current Assets:
Accounts and notes receivable
Trade, less allowance for doubtful ac-
COUNES .. oot ei e $13,975,904
Other, including deposits on contract

bids,etc. .................... ... 267,864
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Non-Current Assets

AMERICAN CHAIN & CABLE COMPANY, INC.
Other Assets:
Investment in unconsolidated subsidiary in
England (Note 2) .................... $375,627
Insurance deposits, prepaid expenses, etc. .. 904,609

THE AMERICAN SHIP BUILDING COMPANY
Investment and Other Assets:
United States Government securities on de-
posit in connection with workmen’s com-
pensation guarantees—at cost (quoted
market price $183,801) ............ $ 197,000
Estimated recoverable federal taxes on in-
COME . ..ot 910,000
Miscellaneous securities, accounts receiv-
able, and advances .................. 1,872
$1,108,872

THE BORDEN COMPANY

Investments and Other Assets:
Unconsolidated subsidiaries ............ $1,723,147
Securities on deposit (pursuant to Work-

men’s Compensation Laws, etc.) ...... 1,517,862
Mortgages, receivables, etc. ............ 5,955,059
Total ....................... $9,196,068

Less Reserves . ..................... 324,477

Net investments and other assets $8,871,591

THE CUBAN-AMERICAN SUGAR COMPANY
Non-Current Assets:
Funds:

For compensation and special insurance,
including cash deposited for the former
with the Cuban government as guaranty
(see contra reserve):

Cash ....... ... ... ... ... .. $157,144
Securities ......................... 732,299
$889,443

Other Liabilities:
Reserve for compensation and special insur-
ance (see contra) ................... $798,532

PITTSBURGH PLATE GLASS COMPANY
Investments and Other Receivables—At cost

or less:

Investments in domestic subsidiaries not

consolidated ....................... $ 7,656,377
Investments in foreign subsidiaries not con-

solidated ............... ... ....... 5,957,690
Securities deposited with state insurance

commissions . ..................... 938,158

Other investments ................... 3,052,423
Other noncurrent notes and accounts re-

ceivable, less estimated losses . ....... 2,071,029
Total investments and other receiv-

ables ...................... $19,675,677

REVERE COPPER AND BRASS INCORPORATED
Other Assets:
U.S. and state bonds deposited with state
insurance departments ................ $359,000

*Refer to Company Appendix Section.

SACO-LOWELL SHOPS
Other Assets:
Closed plants—at estimated net realizable
amounts . ......... ... $325,000

Insurance deposits ...................... 224,128
$549,128

THE SUPERIOR OIL COMPANY

Deferred Charges:

Lease and other escrow deposits . ........ $ 161,446
Prepaid lease rents . ................... 2,776,830
Prepaid taxes, insurance and other expenses 3,270,187
Debenture expense, less amortization . . . . .. 736,091
$6,944,554

MARKETABLE SECURITIES—Current Assets

BASIS OF VALUATION

“Government” and “nongovernment” securities,
which were presented in the current asset section of the
balance sheets of the 600 survey companies, are sum-
marized for the years 1958 and 1957 in Table 5 ac-
cording to the various bases of valuation.

The use of “cost” basis of valuation for marketable
securities predominates, and continues the trend in that
direction. Of the companies using the cost basis, 163
referred also to the relative market values.

This tabulation does not reflect those government
securities which are shown in the current liability sec-
tion of the balance sheet as an offset to the liability for
income taxes (See Table 28). Nor does it include such
marketable securities as are presented among other
than current assets. It may be observed in this connec-
tion that marketable securities, when shown in the non-
current asset sections of the balance sheet, are
generally referred to as “Investments” (*Co. Nos. 11,
14, 21, 22, 36, 40, 79, 207, 517).

Examples—Marketable Securities

The following examples, taken from the 1958 re-
ports, show the valuation of marketable securities as
presented in the current asset section of the balance
sheets surveyed:

Cost—Market Value Not Stated

AMERADA PETROLEUM CORPORATION
Current Assets:
United States Government Short-Term Se-
curities, at cost .................. $10,000,000

Cost—Stated as Approximate Market

HERCULES MOTORS CORPORATION
Current Assets:
United States Treasury securities—at cost (ap-
proximate market) . ................... $799,734
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TABLE 5: MARKETABLE SECURITIES—Current Assets
A: B: Non- A B: Non-
Govern- govern- 1958 Govern- govern- 1957
Basis of Valuation ment ment  Total ment ment Total
Cost—market value not stated (*Co. Nos. A: 11, 600; B:

157, 593) .. 72 42 114 73 38 111
Cost—stated as approximate market (*Co. Nos. A: 24,

569; B: 36, 586) ...... ... .. ... ... 53 49 102 42 33 75
Cost plus accrued interest (*Co. Nos. A: 42, 592; B: 12,

3 53 29 82 62 28 90
Cost—market value stated below cost (*Co. Nos. A: 80,

353;B: 70,407) . ... ... 19 17 36 14 19 33
Cost—market value stated above cost (*Co. Nos. A: 160,

502; B: 127,548) .. ... ... 7 15 22 9 22 31
Cost less amortization or reserves (*Co. Nos. B: 185, 217) — 5 5 — 6 6
Amortized cost (*Co. Nos. A: 501, 546; B: 110, 505) .. 9 8 17 9 6 15
Cost or below cost (*Co. Nos. A: 353;B: 370) ........ 1 1 2 1 — 1
Less than cost (*Co. No. B: 280) .................. — 1 1 — 1 1
Cost—not in excess of market value (*Co. Nos. B: 309,

573) 1 2 3 1 3 4
Lower of cost or market (*Co. Nos. A: 65, 310; B: 125,

564) 6 10 16 5 6 11
Market value (*Co. Nos. B: 58,559) ................ — 2 2 — 5 5
Approximate market value (*Co. Nos. A: 39, 306; B: 9,

224) 8 8 16 7 4 11
Redemption value (*Co. Nos. A: 181; B: 471) ........ 1 1 2 3 1 4
Face value (*Co. No. A: 370) ..................... 1 —_ 1 2 —_— _2

231 190 421 228 172 400
Basis of valuation not set forth (*Co. Nos. 78, 130, 238,

375, 451, 514) ... ... 34 15 49 36 12 48

Total ... ... .. . ... 265 205 470 264 184 448
Number of Companies presenting:

Government securities in current assets .............. 153 — 153 172 — 172
Government and nongovernment securities in current assets 90 90 90 80 80 80
Nongovernment securities in current assets ............ — 91 91 — 83 83

Total .. ... . ... . 243 181 334 252 163 335
No marketable securities in current assets ............ 266 265

Total . ... . .. 600 600
*Refer to Company Appendix Section.

Cost Plus Accrued Interest Cost—Market Value Stated Above Cost

CHERRY-BURRELL CORPORATION RITTER COMPANY, INC.

Current Assets: Current Assets:
United States Government securities, at cost U.S. Treasury Bills (at cost) (market value
plus accrued interest ................ $1,000,829 $204,510) . ... ... $203,516
Cost—Market Value Stated Below Cost Amortized Cost
THE GILLETTE COMPANY SUNSHINE BISCUITS, INC.
Current Assets: Current Assets:
United States Government and other mar- United States Government obligations due
ketable securities at cost (market value in 1959, at amortized cost (par value
$33,857,000) ..................... $33,864,837 $3,000,000) ....................... $2,982,859
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Lower of Cost or Market

THE YALE & TOWNE MANUFACTURING
COMPANY
Current Assets:
Marketable securities, at lower of cost or quot-
ed market value ..................... $84,083

Approximate Market Value

NATIONAL BISCUIT COMPANY
Current Assets:
U.S. Government securities (approximately
market) .......... ... . ... ... $13,175,500
Other government securities (approximate-
ly market) 1,057,000

Basis of Valuation Not Set Forth

ATLAS POWDER COMPANY
Current Assets:
Short-term marketable securities ........ $1,502,027

BARIUM STEEL CORPORATION
Current Assets:
United States Government short term securi-
HES oo $3,506,040

TRADE RECEIVABLES

The various types of trade receivables shown in the
current asset section of the balance sheets of the 600
survey companies are summarized in Table 6. In the
majority of instances, trade receivables were shown as
current assets and were most frequently described as
“accounts receivable,” “receivables,” “notes receivable,”
or “notes and accounts receivable.” Certain of the com-
panies segregated trade receivables showing them both
in the current and in the noncurrent asset section, but
their number was comparatively small.

The reports of 46 survey companies disclosed special
features applicable to accounts receivable as follows:

TABLE 6: TRADE RECEIVABLES

Current Asset Description 1958 1955
Accounts receivable or receivables (*Co. Nos.

78, 104, 237, 302, 554) .............. 438 439
Notes and accounts receivable combined (*Co.

Nos. 65, 173, 208, 324,439) ............ 169 153
Notes receivable (*Co. Nos. 96, 129, 213, 320,

459) . D 28 18
Installment accounts receivable (*Co. Nos. 69,

197, 216, 358, 403) .................. 23 14
Installment notes receivable (*Co. Nos., 17,

136, 389, 587) ... 12 4
Trade acceptances—bills—drafts (*Co. Nos.

16, 253, 459) ... ... 6 14
Employees—trade receivables (*Co. Nos. 449,

504, 535) ... 3 2
Deferred receivables (*Co. Nos. 29, 194, 231,

320, 456) ... ... 10 5
Foreign receivables (*Co. Nos. 251, 323) .. 3 2
Contracts receivable (*Co. Nos. 19, 236, 316,

411) .. 11 11
Trading exchange accounts (*Co. Nos. 58, 60, 3 4
Equity in installment accounts sold (*Co. Nos.

17,43,271,410) ... ... . ... ...... 6 5
Joint venture accounts receivable (*Co. No.

68) . 1 1
Claims receivable (*Co. Nos. 12, 222, 503) 8 2
Accounts receivable—vendors, suppliers (*Co.

Nos. 156, 426, 571, 587) .............. 8 6
Reimbursable expenditures (*Co. Nos. 214,

251, 503) ... 4 1
Customer balances on layaway merchandise

sales (*Co. No. 196) ................ 1 1
Rotating charge accounts (*Co. No. 17) ... 1 1
Receivable from factor for accounts receivable

sold ... — 2

Total ......................... 735 685

Number of Companies presenting

Trade receivables in current assets ........ 599 599
No trade receivables in current assets (*Co.
No.445) ... ... . ... 1 1

Total ......... ... ... ... .. .... 600 600

*Refer to Company Appendix Section.

No. of
Special Feature Companies
Assigned receivables (*Co. Nos. 17, 108,

226, 358, 413) 10
Secured (*Co. Nos. 103, 282, 313, 443) 8
Pledged (*Co. Nos. 5, 140, 274, 357) 6
Factored (*Co. Nos. 114, 231) 5
Contingent liability (*Co. Nos. 19, 330) 5
Discounted (*Co. Nos. 133, 281) 4
Hypothecated (*Co. No. 58) 1
Various other (*Co. Nos. 11, 120, 256) 7

Total 46

*Refer to Company Appendix Section.

The following examples selected from the 1958 re-
ports are illustrative of the various types of accounts
receivable presentations:

Notes and Accounts Receivable

COLUMBIA BROADCASTING SYSTEM, INC.
Current Assets:
Notes and accounts receivable, less allow-
ance for doubtful accounts, $2,391,300 $74,271,150
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THE B. F. GOODRICH COMPANY
Current Assets:
Accounts and notes receivable, less allow-
ance for doubtful accounts—$3,972,297 $132,577,894

HATHAWAY INDUSTRIES, INC.
Current Assets:
Accounts and notes receivable:
Trade, including accrued storage charges $2,041,636

Affiiates . ........... .. ... .. ... 819,335
Other .......... ... ... ... ... ...... 101,074
$2,962,045
Less allowance for doubtful accounts . . . . 75,212
$2,886,833

4 REVERE COPPER AND BRASS INCORPORATED
ssets:
Customers’ notes and accounts receivable
less reserves of $587,095 .. .......... $13,804,026

Installment Accounts Receivable

ALLIED STORES CORPORATION
Current Assets:
Accounts and notes receivable—customer
(Schedule 1) ..................... $65,836,247

Schedule 1: Accounts and Notes Receivable—Customers—
Regular accounts ..................coiiiiiinnnn.. $50,510,052
Instalment accounts and notes .................... 5,552,206
Equity in instalment accounts ($29,691,211 for 1958)

sold ... 3,562,945
Revolving credit accounts ......................... 9,160,060
Equity in revolving credit accounts ($22,354,542 for

1958) sold ... .. 2,748,515
$71,533,778

Less allowances for losses on collection and for deferred
carrying charges ................. ... ... 5,697,531
$65,836,247

SEARS, ROEBUCK AND CO.
Current Assets:
Accounts and notes receivable:
Customers installment accounts . ... $1,024,222,641

Less accounts sold ............ 673,505,219
350,717,422
Less allowance for collection ex-
pense and losses on installment
accounts ................... 99,801,249
Customers installment ac-

counts (net) ...........

250,916,173
Other customers accounts (including

revolving charge accounts) 122,035,707

Manufacturers and miscellaneous re-
ceivables . .................... 22,692,102
144,727,809

Less allowance for losses on other
receivables ................. 2,823,945
Other receivables (net) .. .. 141,903,864

Installment accounts purchased from
foreign subsidiaries ........... 12,962,762

Total accounts and notes re-

ceivable (net) 405,782,799

SYMINGTON WAYNE CORPORATION
Consolidated Financial Position
Current Assets:

Accounts receivable—note 2 .......... $5,795,303
Note 2: Accounts receivable:
Trade ..........iiiii i e $4,800,131
Installment trade ............... ... . ccciiiiinn... 473,976
U.S. Government contracts ........................ 574,629
Other ... . it e 62,629
Deduct provisions for:
Uncollectible accounts ......................... (80,004)
Unearned finance charges ........................ (36,058)

$5,795,303

Instaliment Notes Receivable

THE BRUNSWICK-BALKE-COLLENDER
COMPANY
Current Assets:
Notes and accounts receivable—
Instalment notes, including amounts
due after one year (1958, $143,-

003,000) (Note 1) ............. $184,357,000
Accounts .................. ... ... 18,038,000
$202,395,000

Less—Reserves for losses (1958,
$5,678,000; 1957, $2,807,000) and
unearned interest ............... 35,996,000

$166,399,000

Note 1: Instalment Notes Receivable—In 1956, all Company long-
term instalment notes receivable were sold for a net amount of
$12,511,000, which was substantially book value. Under the agree-
ment of sale, the Company may be required to purchase repossessed
equipment. The unpaid principal balance of these notes as of De-
cember 31, 1958, was $4,541,000.

In connection with the financing arrangements with C.L.T. Cor-
poration (see Note 3), $91,375,000 (unpaid principal amount) of
Automatic Pinsetter instalment notes receivable had been assigned as
g(l)llaitgeggl to the notes payable to C.I.T. Corporation as of December

Under the terms of the unsecured notes payable to banks, the
banks may request the Company to assign instalment notes receiv-
able of the Company as collateral to the bank loans. No such
assignments have been requested to date.

MACK TRUCKS, INC.

Current Assets:
Accounts receivable (Note 1) ... ..... $ 25,758,518
Customers’ instalment obligations, less un-

earned interest thereon (Notes 1 and 2) 135,874,116
161,632,634
Less allowance for possible losses 2,200,000

Total receivables—net ........ $159,432,634

Note I: The Collateral Trust Notes, Series A, are payable to a
group of banks under an agreement which provides the Company a
revolving credit of $100,235,000 until July 31, 1960. The Collateral
Trust Notes, Series B, are payable to various insurance companies.
As required by the agreement under which both series of notes
were issued, the Company has pledged with the Trustee “eligible”
customers’ obligations (certain accounts receivable and instalment
obligations and the leases of the motor vehicles mentioned in Note
3) aggregating 125% of the outstanding notes of both series (the
Company’s note receivable from and investment in its Canadian
subsidiary were pledged in lieu of Canadian customers’ obligations).
Of the cash shown in the balance sheet at December 31, 1958,
$4,921,000 (representing collections on pledged customers’ obliga-
tions) was held by the Trustee pending pledge of additional cus-
tomers’ obligations.

Note 2: Customers’ instalment obligations are secured by condi-
tional sales contracts or other lien instruments. Of such obligations
at f)escgember 31, 1958, approximately 47% were due subsequent
to 1959.
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Contracts Receivable

GENERAL BRONZE CORPORATION
Current Assets:
Accounts and contracts receivable, less al-
lowance of $67,832 for doubtful accounts $5,011,794

GENERAL RAILWAY SIGNAL COMPANY
Current Assets:
Accounts receivable:
Contract and trade ................ $2,447,408
Other accounts, including amounts col-
lectible under conditional sales agree-
ments . ... 115,768

Total accounts receivable ... ... $2,563,176

Deferred Receivables

R. H. MACY & CO., INC.
Current Assets:
Receivables—
Customers’ accounts
Regular accounts (principally 30-day) $13,834,758
Deferred payment accounts, a portion
of which is due after one year—
Equity in $57,882,798 of accounts

sold to banks ............... 6,336,382
Accountsnotsold .............. 8,902,746
$29,073,886
Less—estimated doubtful amounts _ 2,277,000
Customers’ accounts—net .. ... $26,796,886
Other receivables ................ 4,628,636
Net receivables .............. $31,425,522
Claims Receivable
REYNOLDS METALS COMPANY
Current Assets:
Receivables:
Customers—notes and accounts (less al-
lowances for losses) .............. $40,500,930
United States Government—for contract
sales of aluminum ................ 11,192,552
.Unconsolidated subsidiaries and other
affiliates ........................ 7,466,932
Other notes, accounts, and claims . ... __ 1,906,519
$67,066,933
Accounts Receivable—Assigned
CITY STORES COMPANY
Current Assets:
Accounts receivable, customers and others,
including amounts assigned to banks less
amounts received from banks under
agreements; less allowances for doubtful
accounts of $3,303,275—Note B ... ... $48,050,889

Note B-—Accounts Receivable Financing: The Company has
agreements with various banks which provide, in effect, for a form
of revolving credit under which specific accounts receivable are as-
signed to the banks, and the banks remit amounts equal to 90%
of the accounts assigned, withholding 10% of the uncollected bal-
ances. Under the agreements, the Company accepts reassignment of
any ac«ioums in default (as defined) as long as it continues to assign
accounts.

Summary of accounts financed:

This Year Last Year

Accounts receivable assigned .......... $14,300,588 $12,221,382

Less amounts remitted by banks ...... 12,870,529 10,999,243
Net amount included in accounts receiv-

able ... ... $ 1,430,059 $ 1,222,139

LEAR, INCORPORATED
Current Assets:
Trade accounts receivable (Note B):
United States Government . ......... $ 6,819,995
Other, less allowance of $82,000 for
7,557,045

doubtful accounts ...............
$14,377,040

Note B:—V-Loan Agreement—The V-Loan Agreement provides,
among other covenants, that the Company may borrow under a
revolving credit up to $13,000,000, subject to the availability of the
required collateral. At December 31, 1958, all accounts receivable
due and to become due were assigned as collateral (certain defense
production contracts by specific assignment and all other accounts
by general assignment), and all inventories were subject to lien
under the Agreement.

The Agreement places certain restrictions on the acquisition of
property, plant, and equipment, and also provides that, subsequent
to June 10, 1958, the Company will (1) maintain net current assets
of not less than $9,500,000, which minimum shall be increased 120
days after the close of each fiscal year by an amount equal to 50%
of its net earnings for such fiscal year on a cumulative basis; (2)
maintain cash plus accounts receivable, as defined by the Agreement,
of not less than 55% of current liabilities; and (3) maintain a net
worth which, when added to other indebtedness of the Company
which is subordinated to this loan, will not be less than $13,500,000,
which minimum shall be increased 120 days after the close of each
fiscal year by an amount equal to 50% of its net earnings for such
fiscal year on a cumulative basis. At December 31, 1958, net current
assets and net worth exceeded the amounts required to be main-
tained by approximately $2,578,000 and $3,053,000, respectively, and
lcia.g;ﬁglus accounts receivable were approximately 80% of current

abilities.

Accounts Receivable—Secured

ALLEN B. DuMONT LABORATORIES, INC.
Current Assets:
Notes and accounts receivable—trade (notes

1, 2 and 3) ...... ... ... .. ... .. $6,927,191
Less allowance for doubtful accounts .. 674,985
$6,252,206

Note 1—Notes and Accounts Receivable—Trade: The receivables
of the Company at December 31, 1958 are made up as follows:

Dec. 31,
1958

Accounts receivable .................. .. ... ... ... $5,835,091
Installment notes and accounts secured by conditional

sale contracts or chattel mortgages on television broad-

cast equipment sold (approximately $216,000 in 1958

and $651,000 in 1957 due after one year) .......... $1,092,100

$6,927,191

$6,252,206

Less allowance for doubtful accounts ..............

Note 2: V-Loan Agreement—Under the terms of a V-loan agree-
ment with certain banks, the Company may borrow up to $3,000,000
at any time or from time to time prior to March 31, 1959, all loans
to mature at that date. As security for the loans, the Company has
assigned and pledged all moneys due and thereafter to become due
under its defense production contracts. At December 31, 1958, loans
aggregating $2,900,000 were secured by the assignment of accounts
receivable and inventories aggregating approximately $3,280,000. On
March 27, 1959, the V-loan agreement was amended to provide for
the extension thereof to June 30, 1959, with a reduction of the
maximum permitted borrowing to a total of $2,000,000.

The agreement provides, among other things, that the Company
will maintain its consolidated net current assets (as defined) at not
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less than $10,000,000, and may declare and pay cash dividends, ac-
quire any of its stock, or make distribution of its assets to its
stockholders if, immediately thereafter, the aggregate of all amounts
so declared and paid, distributed or applied to such purchase sub-
sequent to January 1, 1956 would not exceed 50% of the Company’s
net earnings accumulated subsequent to January 1, 1956. The opera-
tions since this date having resulted in a loss, the Company is re-
stricted from paying any cash dividends on its common stock or
preferred stock.

Since June 1, 1958 the Company has been in default under its
V-loan agreement as the consolidated net current assets at that date
had fallen below the $10,000,000 minimum requirement.

Note 3: Revolving Credit Agreement—Under the terms of a se-
cured revolving credit agreement with certain banks, loans aggregat-
ing $900,000 at December 31, 1958 were secured by assigned ac-
counts receivable in the amount of $3,305,167. Reference is made to
Note 6 hereafter concerning the accounts financing agreement made
in 1959, and the payment in full of the loans made under the re-
volving credit agreement.

Note 6: Accounts Financing Agreement—On February 19, 1959,
the Company entered into an agreement with Walter E. Heller &
Company, a_commercial financing institution, under which the lat-
ter made an initial loan to the Company in the amount of $1,584,133
against the assignment of certain receivables, and agreed to make
further loans in amounts equal to 90% of additional acceptable
receivables.

From the proceeds of the above loan, $750,000 was paid to the
banks in full payment of the loans then outstanding under the
secured revolving credit agreement. At the same time the receiv-
ables, which had been pledged to the banks under the revolving
credit agreement, were released from the assignment and pledged
under the said accounts financing agreement.

Accounts Receivable—Pledged

SMITH-CORONA MARCHANT INC.
Current Assets:
Accounts and notes receivable ........ $22,204,671
Less allowance for doubtful accounts . . 462,412

$21,742,259

Current Liabilities:
Loans payable to banks (Note 3) ................ $6,687,014

Note 3: Assets Subject to Lien—Loans payable to banks includes
$1,785,000 borrowed under a “V” loan revolving credit agreement
for which cash of $9,455, marketable securities of $186,232, accounts
receivable of $3,841,795 and inventories of $2,261,644, aggregating
$6,299,126, were pledged as collateral at June 30, 1958.

TEXTRON INC,
Current Assets:
Accounts receivable—net of reserves and
advances against pledged receivables
(Note B) ......... ... ... . .o.... $25,206,148

Note B: Accounts Receivable—Accounts receivable are stated
after deducting related reserves for doubtful accounts, discounts
and allowances totaling $1,764,982 and do not include $8,835,144
collected from banks to which accounts receivable aggregating
$10,079,654 have been assigned. Of the accounts assigned, the banks
have assumed the credit risk to the extent of approximately $8,150,-
000. A(cj:counts receivable in the amount of $25,726,620 were not
assigned.

TERMINOLOGY FOR
"UNCOLLECTIBLE ACCOUNTS"

Accounting Terminology Bulletin Number 1, Review
and Résumé (1953), issued by the committee on termi-
nology of the American Institute of Certified Public
Accountants, restates a recommendation previously
made with reference to the use of the term “reserve”
“that the use of the term in the income statement or to

describe in the balance sheet deductions from assets or
provisions for particular liabilities should be avoided.”

The steady decrease in the use of the term “reserve”
to describe uncollectible accounts appears to give rec-
ognition of the soundness of this recommendation.

Table 7 is a tabulation in comparative form of the
terminology used by the 600 survey companies, and
has been divided into three sections. The first section
summarizes the primary descriptive terms, such as
“allowance,” “reserve,” “provision,” etc., used in the
balance sheet to describe uncollectible accounts. The
second section of Table 7 sets forth the various sec-
ondary terms used in such balance sheet descriptions.
The third section of the tabulation shows the various
combinations of primary and secondary terms used in
1958 and the frequency of their use.

Examples

The following examples, selected from the 1958 sur-
vey reports, are illustrative of the balance sheet termi-
nology used in presenting uncollectible accounts:

Allowance—(283 Companies) :

“Allowances” (*Co. Nos. 4, 13, 20, 21, 29)

“Allowance for doubtful accounts” (*Co. Nos. 101, 295,
305, 330, 334)

“Allowance for doubtful” (*Co. Nos. 134, 292)

“Allowance for losses” (*Co. Nos. 255, 260, 369)

“Allowance of $XXX” (*Co. Nos. 113, 345)

“Allowance of $XXX for doubtful accounts and dis-
counts” (*Co. No. 303)

“Allowance for doubtful balances” (*Co. No. 307)

“Allowance for cash discounts, and doubtful accounts”
(*Co. No. 313)

“Allowance for collection losses” (*Co. Nos. 319, 548)

“Allowances for discounts and doubtful accounts” (*Co.
No. 329)

“Allowance for doubtful balances and discounts” (*Co.
No. 327)

“Allowance of $XXX for discounts and losses” (*Co.
No. 382)

“Allowance for doubtful receivables” (*Co. Nos. 2, 561)

“Allowance for doubtful accounts and collection ex-
penses” (*Co. Nos. 510, 587)

“Allowance of $XXX for losses, adjustments, and dis-
counts” (*Co. No. 512)

“Allowance for bad debts” (*Co. No. 522)

“A;lowance of $XXX for possible losses” (*Co. No.

27)

“Allowance for doubtful items and cash discounts”
(*Co. No. 537)

“Allowance of $XXX for returns, doubtful accounts,
etc.” (*Co. No. 546)

“Allowance for possible losses” (*Co. Nos. 253, 559)

“Allowance for doubtful items” (*Co. No. 598)

“Allowance for discounts and uncollectible items” (*Co.

No. 250)

“Allowance for doubtful accounts and discounts” (*Co.
No. 258)

“Allowance of $XXX for doubtful receivables” (*Co.
No. 261)

*Refer to Company Appendix Section.
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Reserve—(160 Companies) :

“Reserve” (*Co. Nos. 51, 56, 137, 215)

“Rse‘sg')ve for doubtful accounts” (*Co. Nos. 259, 264,

“Reserve for doubtful items” (*Co. Nos. 511, 534)

“Reserve for losses” (*Co. Nos. 8, 79, 310)

“Reserve for losses in collection” (*Co. No. 324)

“Reserve for discounts, losses, and allowances” (*Co.
No. 509)

“Reserves for doubtful accounts of $XXX at the end of
each year” (*Co. No. 361)

“Reserves of $XXX for doubtful accounts, deferred in-
come taxes on installment sales and unearned carrying
charges” (*Co. No. 265)

*Refer to Company Appendix Section.
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“Reserve for cash discounts and bad debts” (*Co. No.
67)

“Reserves for doubtful accounts and allowances (*Co.
Nos. 111, 170)

“Reserves for losses and unearned interest” (*Co. No.
114)

“Reserve for doubtful accounts and discounts” (*Co.
No. 125)

“Reserve for discounts and doubtful accounts” (*Co.
Nos. 174, 304) i

“Reserve for returns and allowances and doubtful re-
ceivables” (*Co. No. 192)

“Reserves for allowances and doubtful accounts” (*Co.
No. 363)

“Reserves for doubtful accounts and unearned carrying
charge income” (*Co. No. 386)

“Reserve for bad debts” (*Co. No. 403)

TABLE 7: UNCOLLECTIBLE ACCOUNTS

Primary Descriptive Term* **1958 1957 1955 1950
“Allowance”—used alone .......................... 43 38 31 % 169
Allowance, €tC. ..... . ........ i 240 235 217
“Reserve”—used alone ............................ 116 115 122 § 248
Reserve, etc. ........ . ... . 44 49 59
Provision, etc. .......... ... . . ... 36 35 31 37
Estimated,etc. ........... ... .. .. .. .. .. ... 23 23 27 36
Deduction, etc. ............ ... ... ... .. ... 3 5 4 3
Other terms .............. ... iiinnn.. _6 9 7 _ 4
Total ........... ... 511 509 498 497
No “uncollectible accounts” indicated ................ _89 91 102 103
600 600 600 600
*Combined with: 1958 1957 1955 1958 1957 1955
Doubtful accounts .............. 203 197 197 Brought forward ............... 300 299 299
Doubtful notes and accounts .... 5 6 9 Credit losses .................. 2 2 2
Doubtful amounts .............. 2 2 2 Receivable losses ............... 1 1 1
Doubtful balances .. ............. 3 4 4 Possible losses ................. 19 18 17
Doubtful items ................ 13 13 12 Possible collection losses ......... 6 5 7
Doubtful receivables ............ 14 16 17 Possible credit losses ............ 1 1 1
Doubtful ...................... 4 5 4 Possible future losses ............ 1 1 1
Uncollectible accounts . .......... 5 6 5 Bad debts ..................... 13 11 10
Uncollectible amounts .......... 2 2 4 Worthless accounts ............. —_ 1 —_—
Uncollectible items ............. 1 1 1 Realizable value ............... 1 1 1
Uncollectibles ................. 2 2 2 “Allowance”—used alone ........ 43 38 31
Loss(es) ........... ... ....... 36 32 28 “Reserve”—used alone .......... 116 115 122
Collection losses ................ 10 13 14 Other terms used alone ......... 8 16 6
Carried 4 — T ™  No “Uncollectible account” ...... 89 91 102
arried forward ................ 300 299 299 _600 —600 600
**1958 Descriptive Terms Primary Descriptive Term Above:
Combined As: Allowance Reserve Provision Estimated Other Total
Doubtful .................... 175 34 18 11 5 243
Uncollectible ................. 3 — 1 6 —_ 10
Losses .........cooviiiinin.. 53 5 12 5 1 76
Bad debts .................... 5 3 4 1 — 13
With other phrases ............ 4 1 1 —_ 2 8
Used alone .................. 43 117 —_ — 1 161
Total ............... 283 160 36 23 9 511

ll

——
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Provision—(36 Companies) :

“Provision for doubtful accounts” (*Co. Nos. 262, 332,
586, 588)

“Provision for bad debts” (*Co. Nos. 66, 268, 564)

“Provision for possible losses” (*Co. No. 596)

“Provision for estimated doubtful accounts” (*Co. No.
558)

“Pls'ovision for possible losses in collection” (*Co. No.

06)

“Provision against losses” (*Co. No. 44)

“Provision for doubtful accounts and discounts” (*Co.
No. 83)

“Provision for losses” (*Co. No. 237, 478)

“Provision for doubtful notes and accounts” (*Co. No.
278)

“Provision for estimated doubtful accounts” (*Co. Nos.
396, 558)

“Provision for uncollectible accounts, unearned finance
charges” (*Co. No. 538)

Estimated— (23 Companies) :
“Estimated doubtful accounts” (*Co. Nos. 11, 98, 129,
352)
“Estimated uncollectibles” (*Co. Nos. 135, 520)
“Estimated doubtful amounts” (*Co. No. 519)
“Estimated allowances” (*Co. No. 12)

“Estimated doubtful accounts, discounts and allowances”
(*Co. No. 551)

“E§t6imated losses on claims and allowances” (*Co. No.

3)

“Estimated bad debts” (*Co. No. 569)

“Estimated uncollectible accounts” (*Co. No. 584)

“Bstimated collection losses” (*Co. No. 414)

“Bstimated amounts uncollectible” (*Co. Nos. 434,
449)

“Estimated losses” (*Co. No. 446)

“Estimated losses in collection” (*Co. Nos. 448, 492)

Various Other Terms—(9 Companies) :
“Deduction of $XXX for doubtful accounts and allow-
ances” (*Co. No. 578)
“Net after provision for losses” (*Co. No. 476)
“Net of reserves” (*Co. Nos. 340, 356, 565)
“Net of $XXX reserve for doubtful accounts” (*Co.
No. 342)

“Net of reserves for doubtful accounts and book re-
turns” (*Co. No. 370)

U.S. GOVERNMENT CONTRACTS

The committee on accounting procedure of the Amer-
ican Institute of Certified Public Accountants, in Re-
statement and Revision of Accounting Research Bulle-
tins (Chapter 11), discusses in detail the recommended
procedures in accounting for cost-plus-fixed-fee con-
tracts, renegotiation, terminated war and defense con-
tracts, and their presentation in financial statements.

As shown in Table 8, the number of companies indi-
cating government contracts or defense business in their
annual reports has decreased from 278 in 1955 to 243

*Refer to Company Appendix Section.
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TABLE 8: GOVERNMENT CONTRACTS AND DEFENSE BUSINESS

Balance Sheet Information 1958 1955

Current Asset Section
Accounts receivable due from government
(*Co. Nos. 73, 86, 199, 226, 415) ...... 46
Inventory less billings or progress payment re-
ceived (*Co. Nos. 8, 89, 350, 396, 509) 41
Unbilled costs or fees (*Co. Nos. 199, 226,

413, 468) ... 15
Recoverable costs (*Co. No. 168) ........ 1
Reimbursable expenditures (*Co. Nos. 100,

248, 251, 309, 544) ............... e 6
Fees or costs less progress payments received

(*Co. Nos. 81, 100,391) .............. 3

Advances or payments to subcontractors less
progress payments received from govern-

ment (*Co. Nos. 286, 350, 362) ........ 3
Deferred general and administrative expenses

applicable to contracts (*Co. No. 364) . ... 1
Contract termination claims (*Co. Nos. 274,

350, 525) ... 4
Government inventory not further described

(*Co.No. 114) ...................... 1

Advances or progress payments received de-
ducted from current asset sub-total (*Co.
Nos. 252, 417) ... 2
Emergency facilities purchased, to be acquired
by U.S. Government .................. —_

Noncurrent Asset Section
Advances received with liability account contra
thereto (*Co. Nos. 252, 268) .......... 2
Recoverable costs (*Co. No. 278) ........ 1

Current Liability Section
Invoices, payrolls, etc., applicable to contracts

(*Co.No.81) ........................ 1
Estimated price adjustments (*Co. Nos. 243,

286, 528) . ... 3
Advances received (*Co. Nos. 92, 350, 472) 3
Advance payments received in excess of ex-

penditures (*Co. No. 199) ........... .. 1
Refunds due—U.S. Government (*Co. Nos.

199, 362,412,491) ................... 4
Unearned billings (*Co. No. 411) ..... .. .. 1

Estimated costs to be incurred (*Co. Nos. 48,
199) ... 2
Liability under incentive type government con-
tracts

Noncurrent Liability Section
Advances received (contra to asset account)
(*Co. Nos. 252, 268) .................
Refunds due—U.S. Government (*Co. No.
A01)
Notes payable due to government . ... ... ..
Funds for payments under U.S. Government
contracts

5
=R
I

Number of Companies referring to govern-
ment contracts or defense business

In balance sheet presentation ............. 70
In report, but not including balance sheet pres-
entation ............... ... .. .. .. ..... 173

62
42

14
5

10

L) N N= N

[Rary

l-h N O NYO =

NN

88

190

Not referring to contracts, defense business, etc. 357 322
Total ......................... 600 600

*Refer to Company Appendix Section.
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during the year under review. There were 70 companies
which made specific reference to U.S. Government con-
tracts or defense business within the balance sheet, and
173 companies which included such information else-
where in their annual reports. Table 8 discloses the
various methods used by the survey companies in pre-
senting this information in the balance sheet.

Contracts with the U.S. Government were ordinarily
described by the companies as “defense contracts” or
“U.S. Government contracts.” Some of the various
terms used by the companies to identify such contracts
are given below:

Descriptive Term Company Numbers*

Defense contracts 415, 430, 443, 506, 539
U.S. Government contracts 21, 48, 68, 330
Cost reimbursement type

contracts 100, 350, 362, 468, 478
Prime contracts 2, 81, 289, 391, 460
Sub-contracts 1, 37,73, 412, 537
Fixed price type or fixed fee

contracts 2,100, 402, 413

Cost-plus-fixed-fee contracts 89, 199, 248, 259, 481

Incentive type contracts 100, 275, 362, 412

Contracts subject to price

_ redetermination 92, 186, 218, 226, 502

Research-development type 86, 89, 100, 355, 552
contracts

U.S. Ordnance contracts 1, 65, 143, 186, 506

The amount and nature of the information given in
the 1958 reports of the survey companies with respect
to their U.S. Government contracts and defense business
differed widely. Some gave specific information as to
the nature of the contracts while others indicated that
contracts existed only by reference to accelerated depre-
ciation of emergency facilities, or by stating that certain
sales were subject to renegotiation.

Many companies disclosed special features applicable
to U.S. Government contracts, some of which are listed
below:

Special Feature Company Numbers*

Government-owned plant and
equipment operated by
company

Price redetermination or con-
tract adjustment clause

Clause covering incentive fea-
ture 413

*Refer to Company Appendix Section.

2,11, 207, 248, 289

275, 294, 412

Special Feature Company Numbers*

Certain assets pledged as col-
lateral or security for loan
or financial aid from gov-
ernment 555

Certain receivables due to
company from government
pledged to secure loans ob-
tained from non-govern-

ment sources 205, 339, 506
Contract completed during
year 89,474

The following examples selected from the 1958 an-
nual reports illustrate the methods of disclosure used
by the companies regarding their U.S. Government
contracts:

Contracts Subject to Price Redetermination

ADMIRAL CORPORATION
Current Assets:
Notes and accounts receivable—
Due from United States Government .. $ 2,394,019
Trade, less reserve for losses (1958,

$1,614,214) ... ... 28,723,656
$31,117,675
Inventories, at the lower of cost or mar-
ket—
Government contracts, less progress pay-
ments (1958, $1,245,204) ........ 3,819,639
Civilian ............ ... ... ....... 27,767,285
$31,586,924

Current Liabilities:
Accrued compensation, cooperative adver-
tising and other expenses, including em-
ployees’ withholding taxes and other re-
serves—Note B ................... $ 5,060,107

Note B: Price Redetermination and Renegotiation—The com-
pany is a party to Government contracts which are subject to price
redetermination and renegotiation. It is the opinion of management,
based upon numerous discussions with Government representatives
and partial settlements made through December 31, 1958, that
reasonable provision has been made in the accompanying consoli-
dated financial statements for adjustments which may arise out of
future price redetermination and renegotiation.

CURTISS-WRIGHT CORPORATION
Notes to financial statements

Note 6: Price redetermination proceedings under certain contracts
with the United States Government have not been completed. Sales
under such contracts are recorded at estimated amounts.

UNITED INDUSTRIAL CORPORATION
Notes to financial statements

Note D: Certain contracts of the Company and its subsidiaries
are subject to Government renegotiation and price redetermination
for the purpose of limiting profits. It is the opinion of officials of
the Company, that any refunds which the companies may be required
to make will not be material,
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Cost-Plus-Fixed-Fee Contracts

BELL AIRCRAFT CORPORATION
Current Assets:
Receivables— ) )
Defense contracts (including costs and
fees under CPFF contracts: 1958—
$6,517,329) ... ... ... .. $16,832,552
Note 1: Renegotiation—A substantial portion of the consolidated
sales for the years 1956 through 1958 is subject to renegotiation
under the Renegotiation Act of 1951. It is the opinion of manage-
ment that renegotiation will have no material effect on_the financial
statements and, therefore, no provision for renegotiation has been
made,

DOUGLAS AIRCRAFT COMPANY, INC.
Current Assets:
Unreimbursed costs and fees under cost-
plus-a-fixed-fee contracts, less allow-
ance (1958—$370,000) for adjust-
MENtS . ..ot $140,350,541

Note F: Renegotiation—Renegotiation refunds charged against
income for fiscal years 1957 and 1958 represent payments of uni-
lateral net assessments for fiscal years 1953 and 1954, respectively.
The Company contends that it has realized no excessive profits in
fiscal year 1953, or in any following year, and has filed, or expects
to file, a petition in the Tax Court of the United States for recov-
ery of each renegotiation payment. It is believed that any renegotia-
tion refunds that might be required for the fiscal year 1955 and
subsequent would not materially affect the accompanying financial
statements. Accordingly, no provision for such renegotiation refunds
has been made in the accounts.

Cost Reimbursement Type Contracts
Fixed Price Type Contracts

BOEING AIRPLANE COMPANY
Current Assets:
Accounts and estimated balances receiv-
able from the United States—

Cost reimbursement type contracts .. $183,646,859
Fixed price type contracts .......... 40,513,513
$224,160,372

Accumulated charges on fixed price
type contracts less estimated cost
(average total contract basis) of de-
liveries and the amount necessary to
reduce the 707 program to estimated
proportionate sales value ........ $572,047,684
Less advances and progress payments
received and accrued

346,625,992

$225,421,692
Notes to financial statements

Renegotiation—Unilateral determinations of excessive profits have
been made by The Renegotiation Board for the years 1952, 1953, and
1954 and a refund has been recommended by the Los Angeles Re-
gional Renegotiation Board for the year 1955. The required or rec-
ommended refunds have been paid or provided for in the accounts.
Appeals for the years 1952, 1953, and 1954 have been taken to the
Tax Court of the United States. If The Renegotiation Board agrees
with the findings of the Regional Board for the year 1955, it is
expected that the Board’s decision will likewise be appealed.

The company does not know and cannot predict what the Board’s
actions will be for the years 1956, 1957, and 1958. In view of the
uncertainty and the belief of the company that no excessive profits
were realized, no provision has been made for renegotiation refunds
for any of these years.

Contract Termination Claims

LOCKHEED AIRCRAFT CORPORATION
Current Assets:
United States Government contract termi-
nation claims ...................... $3,733,064

Defense Financing

Certain of the companies which operated under U.S.
Government contracts disclosed the methods used to
finance such production. Funds for defense work fre-
quently were indicated as obtained through Regulation-
V or revolving credit agreements with banks or received
directly from the U.S. Government.

Examples of the amount of disclosure given by these
companies with regard to defense contracts and financ-
ing are given below:

ALLEN B. DUMONT LABORATORIES, INC.
Current Assets:
Inventories—at cost or less, not in excess of
market:
Government contracts and subcontracts,
less progress payments (Note 2) .... $1,180,313

Current Liabilities:
Notes payable to banks:
Under V-loan agreement (Note 2) .... $2,900,000

Note 2: V-loan Agreement—Under the terms of a V-loan agree-
ment with certain banks, the Company may borrow up to $3,000,000
at any time or from time to time prior to March 31, 1959, all loans
to mature at that date. As security for the loans, the Company has
assigned and pledged all moneys due and thereafter to become due
under its defense production contracts, At December 31, 1958, loans
aggregating $2,900,000 were secured by the assignment of accounts
receivable and inventories aggregating approximately $3,280,000. On
March 27, 1959, the V-loan agreement was amended to provide for
the extension thereof to June 30, 1959, with a reduction of the
maximum permitted borrowing to a total of $2,000,000.

The agreement provides, among other things, that the Company
will maintain its consolidated net current assets (as defined) at not
less than $10,000,000, and may declare and pay cash dividends, ac-
quire any of its stock, or make distribution of its assets to its stock-
holders if, immediately thereafter, the aggregate of all amounts so
declared and paid, distributed or applied to such purchase subse-
quent to January 1, 1956 would not exceed 50% of the Company’s
net earnings accumulated subsequent to January 1, 1956. The opera-
tions since this date having resulted in a loss, the Company is re-
stricted from paying any cash dividends on its common stock or
preferred stock.

Since June 1, 1958 the Company has been in default under its
V-loan agreement as the consolidated net current assets at that date
had fallen below the $10,000,000 minimum requirement.

NORTHROP AIRCRAFT, INC.
Current Assets:
Cash ....... ... ... .. ... ... $10,747,306
Accounts receivable from U.S. Govern-
ment—Note B 853,398
Other trade accounts receivable—Note B 6,698,370
Unreimbursed costs and fees under cost-
plus-fixed-fee contracts (including due
from U.S. Government 1958—$28,054,-
409) less allowances (1958—$605,000)
for adjustments—Note B ... . ... ... .. 34,634,755
Inventories—Notes B and C:
Fixed-price contracts in process, mate-
rials, and supplies ............ .. 21,608,348
Less progress payments received . . . . .. (1,304,106)

Total current assets .......... $73,238,071
Current Liabilities:
Notes payable to banks—Note B ... ... $18,000,000

Note B: Credit Agreement—Under the terms of a credit agree-
ment expiring March 31, 1959, and subject to the borrowing formula
contained therein, the Company may borrow up to $20,000,000
($18,000,000 borrowed at July 31, 1958). As collateral to such
loans, the Company has assigned amounts due and to become due
under all of its sales contracts, with minor exceptions. The agreement
requires }he Company to maintain an excess of current assets over
current liabilities of not less than $16,000,000.
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Note C: Inventories—Inventories are priced at the lower of cost
or market. Fixed-priced contracts in process are stated on the basis
of accumulated costs including applicable administrative and gen-
eral expenses, less the portion of such costs allocated to units and
articles delivered, but not in excess of estimated recoverable
amounts. Costs relating to delivered product are computed for each
contract at the estimated average cost of each unit based on the
estimated total cost of the contract. Costs of materials and supplies
are determined generally under the first-in, first-out method.

Certain fixed-price contracts in process contain incentive and
price redetermination provisions. Recognition has been given in the
financial statements to adjustments in respect of these provisions.

Title 'to substantially all inventories is vested in the U.S. Govern-
ment pursuant to the progress payment provisions of the contracts.

THE RYAN AERONAUTICAL CO.
Current Assets:
Cash ....... e $ 5,050,768

Accounts receivable (Note 1) .......... 8,237,619
Unreimbursed costs and fees under United
States Government cost-plus-fixed-fee
contracts (Note 1) ................ 2,245,267
Inventories (Notes 1 and 2):
Materials, parts and supplies .. ........ 5,599,325
Contracts and other work in process .. 31,052,904
36,652,229
Less progress payments received on
United States Government contracts 5,735,496
: $30,916,733
Current Liabilities:
Notes payable to banks (Note 1) ...... $25,000,000

Notes to Financial Statements

Note 1: Loans—The Company has an agreement with a group of
banks which provides, until April 30, 1960, a line of credit not to
exceed $30,000,000 to be evidenced by ninety-day notes. The agree-
ment provides, among other things, that without consent of the
banks the Company may not, in any year, declare cash dividends
‘which exceed 50% of net income or purchase any of its own stock.
It further provides that the Company obtain a subordinated loan
for not less than $3,500,000 prior to April 30, 1959.

The notes payable to banks are secured by assignment of monies
due and to become due under certain contracts. Practically all of the
accounts receivable, unreimbursed costs and fees, and inventories
included in the balance sheet at October 31, 1958 are applicable to
these contracts.

Note 2: Inventories—Inventories other than major production pro-
grams are priced at average cost which is below realizable value.
With respect to major production programs such as the DC-8 (a
substantial portion of the inventory), KC-135 and the Target Drone
program, it is the policy of the Company that, as units are delivered,
the estimated profit, if any, for each program is taken into income
in proportion to the sales price of the deliveries. Losses are reflected
inincome when they become evident.

Under the contractual provisions by which the Company receives
progress payments on military contracts, title to inventories identified
with such contracts is vested in the U.S. Government.

Renegotiation

There were 111 survey companies that referred to
renegotiation or to renegotiable sales in their 1958 re-
ports. Of these companies, 11 included in their balance
sheets a provision for estimated renegotiation liability,
and an additional 12 companies referred to such provi-
sion in the notes to the financial statements or in the
letter to the stockholders. The remaining 88 companies
.made no provision for possible renegotiation liability,
‘even though they referred thereto or mentioned re-
negotiable sales. In such instances the reports normally
contained further discussion and comments explaining
the reasons for the absence of any provision for possible

renegotiation liability. The most common explanations
were either that it was felt that no renegotiation refund
would be required, or that any refund, if required,
would not materially affect net income. Other explana-
tions stressed that it was believed that no excessive
profits were realized but it was impossible to predict
Renegotiation Board’s actions, while some companies
not accepting the assessed refunds filed petitions with
the Tax Court for a redetermination of assessments.

Table 9 gives the balance sheet or other presentation
of estimated renegotiation liability as shown in the sur-
vey reports.

TABLE 9: ESTIMATED RENEGOTIATION LIABILITY

Balance Sheet or Other Presentation 1958 1955 1951

Provision for estimated renegotiation
liability—

Set forth under current liabilities:
Combined with liability for taxes (*Co.

Nos. 11, 98, 141, 552) .......... 8 24 18
Combined with non-tax liability (*Co.

No.252) ... 1 4 3
Separately set forth (*Co. Nos. 100,

413) 2 6 1

Referred to in:
Notes to financial statements (*Co. Nos.

8,211,226,350) ................ 8 9 16
Letter to stockholders (*Co. Nos. 128,
S527) e 4 5 5

No provision made for possible renegotia-
tion liability, although reference made
thereto or to “renegotiable sales”
(*Co. Nos. 92, 183, 364, 412, 439,

544) 88 133 175

Number of Companies Referring To:
Renegotiation or renegotiable sales ... 111 181 218
Not referring thereto .............. 489 419 382
Total .................... 600 600 600

*Refer to Company Appendix Section.

Examples—Renegotiation

The following examples, taken from the 1958 reports,
illustrate the nature and scope of the information dis-
closed therein concerning renegotiation and the provi-
sion if any made therefor:

Set Forth Under Current Liabilities

AMPHENOL ELECTRONICS CORPORATION
Current Liabilities:

Provision for Federal income taxes and

renegotiation, less U.S. Treasury notes of

$496,938 ... . ... ... ... ... $1,664,695

Financial Review

Taxes and Renegotiation—The Company’s earnings on Govern-
ment business continue to be subject to the Renegotiation Act
of 1951. Renegotiation proceedings have been completed through
1955 and it is believed that adequate provisions have been made
for any liabilities that might arise for the years still subject to review.
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CONSOLIDATED DIESEL ELECTRIC COMPANY
Current Liabilities:
United States, Canadian income taxes and re-
negotiation—estimated (Note 3) ........ $438,502

Note 3: Contingent Liabilities—Substantially all of the Company’s
business is subject to renegotiation by the United States Govern-
ment. Clearance has been received from the renegotiation board
through the year 1954, without refund. The effect, if any, of re-
negotiation upon the accompanying consolidated financial state-
ments cannot be determined at this time. The Company’s manage-
ment anticipates no change in an amount which would affect net
income materially.

FOOD MACHINERY AND CHEMICAL
CORPORATION
Current Liabilities:
Federal and foreign taxes on income and
renegotiation (Note 4) ............ $13,013,622

Note 4: Federal and Foreign Taxes on Income and Renegotiation
—Certain sales for 1958 are subject to renegotiation by the U.S.
Government,

It is believed that adequate provision for tax liabilities, including
interest thereon, and renegotiation has been made in the financial
statements.

NORTHROP AIRCRAFT INC.
Current Liabilities:
Renegotiation refund—net—Note H . . . .
Earned Surplus
Provision for renegotiation refund—net—
Note H ......................... ($1,938,000)

Note H: Renegotiation—The Renegotiation Board has determined
that the Company realized excessive profits in the gross amount of
$5,000,000 on its renegotiable business for the year ended July 31,
1955, which, after adjustment for applicable federal and state in-
come taxes, amounts to a net refund of $1,938,000. As the Company
did not concur in the Board’s findings, it is expected that a uni-
lateral order will be issued requiring payment. Provision has been
made for such payment by a charge against earned surplus.

For years subsequent to July 31, 1955, no determinations of ex-
cessive profits are anticipated.

$1,938,000

Referred to in Notes to Financial Statements

ACF INDUSTRIES, INCORPORATED
Notes to Financial Statements

Note 4: Renegotiation and Price Redetermination—A portion of
the Company’s business is subject to possible price redetermination
and renegotiation. In the opinion of management adequate provision
has been made in the financial statements for any adjustments which
may result from final settlement of these matters.

HERCULES POWDER COMPANY
Notes to Financial Statements
Note 3: Renegotiation—U.8. and foreign taxes on income includes

provision for estimated.liqbiljty under the Renegotiation Act of
1951. The amount of this liability is not considered material.

No Provision Made Although Reference Made to
Renegotiation Liability or Renegotiable Sales

HALOID ZEROX INC.
Notes to Financial Statements

Note 11: A portion of the net income of the Company for 1958
and prior years was derived from U.S. Government contracts which
are generally subject to renegotiation. Necessary reports have been
filed and clearance obtained through December 31, 1957. No provi-
sion for renegotiation is considered necessary for 1958.

CURTISS WRIGHT CORPORATION
Notes to Financial Statements

Note 7: Renegotiation proceedings have been completed through
1954 and no refunds were required. The Regional Board at New
York suggested a refund for 1955 which, after applicable federal
and state income taxes would have amounted to approximately
$3,300,000. The Corporation has not accepted such recommendation
and the matter is now being considered by the Renegotiation Board
at Washington. During 1955, negotiated selling price reductions to
the Government aggregated in excess of $100,000,000 _of which ap-
proximately $60,000,000 was applicable to 1955 deliveries.

Since the factors weighed by the Renegotiation Board in New
York in determining the amount of the suggested refund for 1955
are not known to the Corporation, it is unable to state what refunds,
if any, will be requested for years subsequent to 1955.

The management believes that no excessive profits have been
realized and has made no provision for renegotiation refunds for
1955 or any subsequent year.

NORTH AMERICAN AVIATION, INC.

Financial Review

Renegotiation—All of the company’s 1958 sales to the
Government including sales under Government subcontracts
are subject to the Renegotiation Act of 1951, as extended and
amended, which provides for recovery by the Government of any
profits considered excessive. Renegotiation proceedings have not
been completed for the fiscal year ended September 30, 1953, or for
subsequent fiscal years, While the company believes that no ex-
cessive profits have been realized during any of these years and has
made no provision in the accounts for refunds, there is no assur-
ance that refunds will not be claimed by the Government.

With respect to the 1953 and 1954 fiscal years The Renegotiation
Board has determined that excessive profits were received or ac-
crued. These determinationsl if sustained, would require refunds to
the Government of approximately $1,300,000 and $5,500,000, re-
spectively, after adjustments for taxes. The company has not ac-
cepted these findings and has filed petitions with the Tax Court. of
the United States for redeterminations thereof, as provided in the
Renegotiation Act.

INVENTORY

Presentation

Inventories were presented on the balance sheets of
the 600 survey companies in varying detail. The term
“inventory” or “inventories” was used by 121 com-~
panies exclusive of other detail on the balance sheet. An
additional 90 companies used the same manner of pres-
entation on the balance sheet but supplied supplemen-
tary detail as to the composition of the inventory in
the notes to the financial statements or elsewhere in the
report. One company* (No. 121) did not present any
inventory on the balance sheet. The remaining 388
companies provided inventory details on the balance
sheet as follows: :

Separate captions and amounts

presented for: Number of Items
Finished goods or products 182
Work in process 133
Raw materials 134
Materials 2
Supplies 155
Merchandise 31
Various other separate captions 17

#Refer to Company Appendix Section. i
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Combined caption with one Number of
total amount presented for: Items
Finished goods and work

in process 58
Finished goods, work in process,

and raw materials 40
Finished goods, work in process,

raw materials and supplies 34
Work in process and raw

materials 12
Work in process, raw materials

and supplies 15
Raw materials and supplies 51
Raw materials, supplies and

finished goods 13
Materials and supplies 59
Merchandise and supplies 13
Various other combined factors 19

Pricing Basis

The most commonly used basis of valuation for in-
ventories continues to be “lower of cost or market,” as
shown in the 1958 reports of the 600 survey com-
panies. Table 10 summarizes the various bases stated
by the survey companies to have been used in the
pricing of their inventories. Only one of the companies
failed to disclose in its 1958 report the basis used in
pricing its inventories.

Methods of "Cost" Determination

Table 10 also discloses the methods of ‘“cost” de-
termination for the pricing of inventories as reported
by 414 of the 600 survey companies. The remaining
185 companies did not disclose their method of cost
determination and of these, one, as mentioned above,
did not refer to the basis of pricing its inventories, and
one company did not present any inventory. The most
frequently used method of cost determination for the
pricing of inventories disclosed by the survey companies
is the “last-in, first-out” (LIFO) method. The only
other extensively mentioned methods were ‘“‘average
cost” and “first-in, first-out” (FIFO).

Examples illustrating the various methods of cost
determination for inventory pricing follow and it may
be noted that many of the methods disclosed apply to
part of the inventory only.

Last-in, First-out "Cost"

HARBISON-WALKER REFRACTORIES COMPAN
Current Assets: .
Inventories:
Refractory brick finished and in process,
at last-in first-out cost ............ $ 6,961,565
Other products, materials and supplies, at
lower of average cost or market .... 15,721,980

UNITED-GREENFIELD CORPORATION
Current Assets:
Inventories, at lower of cost or market, ap-
proximately 59% determined on basis of
“last-in, first-out™:
Finished goods .................... $ 8,665,056

Work in process . .................. 4,275,729
Raw materials and supplies ........ 2,798,932
$15,739,717

UNITED STATES STEEL CORPORATION
Current Assets:

Inventories (details on page 38) ...... $665,294,063

(Page 38): Inventories—
Ore, limestone, coal and coke ................ $234,309,921
Semi-finished products ....................... 192,009,126
Non-ferrous metals ...............covveeunen. 22,486,200
Finished products ................. ... 160,993,222
Supplies and sundry items .................. 51,463,135
Cost (less billings) of contracts in progress .. .. 4,032,459
Total .......oiiieei i $665,294,063

The major portion of inventories is carried at cost as determined
under the last-in, first-out method, and the remainder is carried at
cost or market, whichever is lower.

Average "Cost"

JACOB RUPPERT
Current Assets:
Inventories—at cost, not in excess of market:

Beerand ale ........................ $507,584
Raw materials ....................... 253,632
Supplies . .......... .. 402,366

Note 1: Inventories are stated at cost values which were not in
excess of market. Beer and ale inventories are valued at average cost
for the year, and raw materials and supplies at cost determined by
the first-in, first-out method.

ST. REGIS PAPER COMPANY
Current Assets:
Inventories, at lower of cost (principally
average cost) or market:
Finished products ................ $16,376,538

Work in process . ................ 3,966,471
Raw materials and supplies ........ 34,654,845
Logging operations in progress ....... 4,878,455

SHELL OIL COMPANY
Current Assets:
Inventories (Note 3):
Crude oil, refined and manufactured
products . ..................... $187,393,810
Materials and supplies ............. 35,803,956
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TABLE 10: INVENTORY PRICING

I: Basis of Pricing

Bases: * 1958 1957 1955 1950
Lower of Cost or Market—
A: Lower of Cost or Market ............................ 370 375 349 342
B: Lower of Cost or Market; and Cost ................... 105 92 82 67
C: Lower of Cost or Market; and one or more other bases . . 22 19 40 53
D: “Cost not in excess of market” .................... .. 35 33 54 24
532 519 525 486
Cost
E: Cost ... 46 62 34 63
F: Cost; and one or more other bases ..................... 14 10 60 57
G: Cost; and Lower of Cost or Market (See above) ........ 105 92 82 _67
165 164 176 187
Other Bases—
H: Costorlessthan cost .............. ... ... ........... 15 18 29 37
I: Cost or less than cost “not in excess of market” ........ 6 6 6 10
J: Cost, less than market . ............................. i1 15 20 6
K: Lowest of—cost, market, adjusted selling price .......... 1 — 1 1
L: Market ... ... ... 10 10 18 29
M: Market or less than market .......................... 4 7 5 8
N: COntract PriCe . ... ...oovuueeee e 5 3 4 11
O: Selling PriCe . .. ..o oot e — — 3 4
P: Assigned values ............... . ... ..., 2 3 3 7
Q: Various other bases ................ ... .. ... ....... 3 13 22 1
57 75 111 124
Total ... .. 754 758 812 19_7

II: Method of Determining “Cost”

Methods: ** 1958 1957 1955 1950
A: Last<in, first-out ........ ... ... ... ... ... 201 205 202 164
B: AVErage CoSt . ...........iii i 160 161 146 136
C: First-in, first-out . ...... ... ... .. ... ... ... .. ... 163 146 138 134
D: Standard €ostS . ... ... ... ... 33 35 31 32
E: Approximate Cost ................ciiiiiii 11 11 11 16
F: Actual COSt .. ..ot 10 8 8 7
G: INVOICE COSE . . oo ettt e e e 3 2 1 5
H: Production cost . ............. ... iiririniienion.. 7 2 4 5
I: Estimated cost ............ .. . ... . ... 3 5 5 2
J: Replacement cost ... .............uoiiiiiin 6 4 4 2
K: Retail method ........ ... ... ... ... ... ... ......... 15 15 14 6
L: Base stock method ................... .. .. .. .. ...... 4 3 4 6
M: Job-order method ............. ... ... . ... ... 3 2 1 2
N: Other methods .. ........oooveeenen .. 9 8 _ 8 _4
Total ... .. 628 607 577 521

Number of Companies:
Stating inventory pricing basis and cost method ........ . .. 414 400 382 361
Stating inventory pricing basis but omitting cost method ... ... 184 197 212 232
Not presenting inventories .............................. 1 —_— —_— —
Not stating inventory pricing basis or cost method .......... 1 3 6 7
Total ... 600 600 600 600

1. *Refer to Company Appendix Section—A: Co. Nos, 2, 9, 43, 84, 101; B: Co. Nos. 12, 39, 134, 174, 188; C: Co. Nos. 40, 133, 154,
208, 285; D: Co. Nos. 11, 124, 204, 435, 499; E: Co. Nos. 74, 111, 239, 347, 589; F: Co. Nos. 56, 70, 161, 177, 414; G: See “B”; H: Co.
Nos. 27, 421, 475, 517, 568; I: Co. Nos. 131, 205, 207, 419, 467; J: Co. Nos. 470, 481, 545; K: Co. No. 562; L: Co. Nos. 442, 450, 534; M:
Co. Nos. 60, 64; N: Co. Nos. 48, 568; P: Co. Nos. 173, 450; Q: Co. Nos. 441, 462.

II. **Refer to Company Appendix Section—A: Co. Nos. 17, 21, 45, 91, 95; B: Co. Nos. 478, 494, 508, 519, 533; C: Co. Nos. 429, 433, 442,
456, 529; D: Co. Nos. 34, 35, 82, 97, 283; E: Co. Nos. 90, 137, 191; F: Co. Nos. 275, 413, 449; G: Co. Nos. 19, 59, 102; H: Co. Nos.
11142,(:174i\14i;7;119:8 C399.1Nos. 147, 543; J: Co. Nos. 321, 441, 572; K: Co. Nos. 102, 231, 269; L: Co. Nos. 208, 220, 405; M: Co. Nos. 86, 119;

: Co. Nos. N .
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Note 3: Inventories—As in prior years, the policy has been fol-
lowed during the year ended December 31, 1958, of charging
monthly to cost of goods sold the highest of inventory carrying
value, current cost of production, or purchases. The inventories of
crude oil, refined and manufactured products are carried at resulting
average cost or market, whichever is lower. Inventories of materials
and supplies are carried at average cost or less.

First-in, First-out "Cost"

POLAROID CORPORATION
Current Assets:
Inventories (Note B) .................. $6,032,851
Note B: Merchandise and Supplies Inventories were valued at cost
(first-in, first-out) or market value (not in excess of net realizable

value), whichever was lower. Classification of inventories for the
respective years was as follows: 1958 1957

Raw Materials, Supplies and Work in Process $3,306,329 $2,769,636
Finished Goods 2,726,522 1,866,118

$6,032,851 $4,635,754

PIPER AIRCRAFT CORPORATION
Current Assets:
Inventories at the lower of cost (first-in,
first-out basis) or market:

Finished airplames .................. $1,265,284
Service parts ...................... 517,223
Work in process .................... 3,209,234
Raw materials and purchased parts . . . .. 2,187,812
Manufacturing supplies .............. 72,738
7,252,291

Less allowance for possible losses . .. ... 258,774
$6,993,517

PERMANENTE CEMENT COMPANY
Current Assets:
Inventories—at lower of cost (first-in, first-
out method) or market:
Finished products .. ........... ... ... $2,024,041

Work in process . ................... 845,766
Rawmaterials . ..................... 1,264,859
Repair parts and supplies ............. 2,299,538
$6,434,204
Standard "Cost"
SMITH-CORONA MARCHANT INC.
Assets:
Inventories (note 4) .................. $26,359,046

Note 4: Inventories—Inventories at June 30, 1958 consist of the
following:
Finished products, work in process, raw materials,
supplies and deferred costs reimbursable under con-
tracts with U.S. Government (Portion relating to
Government contracts is stated at estimated recov-
erable costs plus applicable profit. All other valued
at standard costs with certain items at actual costs,
but not in excess of the lower of cost or market.) $27,760,797

Less partial payment advances by U.S. Government 1,401,751
$26,359,046

A. G. SPALDING & BROS. INC.
Current Assets:
Inventories—at lower of standard cost or
market:

Finished goods ................... $ 8,956,405

Work in process .................. 2,389,435
Raw materials .................... 2,354,800
$13,700,640

JONES & LAMSON MACHINE COMPANY
Current Assets:
Material and supplies, work in process and
finished parts and machines—at cost or
standard cost ............... ... $4,485,934
Less: Reserve for obsolescence ........ 150,000

$4,335,934

Note 1: Net income is based upon inventories of work in process,
finished parts and machines at standard cost.

OTIS ELEVATOR COMPANY

Current Assets:
Inventories—note 1 .................. $41,371,834
Note 1: Inventories—Inventories are priced at the lower of cost

or Tlarket, cost being mostly standard costs which approximate
actual.

Replacement "Cost"

PHILLIPS PETROLEUM COMPANY
Current Assets:
Inventories:
Crude oil, petroleum products, and
merchandise (lower than market)—
Note 1 ... ... ... ... ... ........ $113,972,557
Materials and supplies (at cost or con-
dition value) .................. 30,039,390
Note 1: Inventories—Inventories are priced substantially at cost,
calculated mainly by use of the last-in, first-out method with crude
oil on an annual basis and refined products, chemicals, and natural

gasoline products on a monthly basis, Non-petroleum merchandise
is priced at cost or replacement cost.

Retail Method

W. T. GRANT COMPANY
Current Assets:
Merchandise inventories (including mer-
chandise in transit)—at the lower of
cost or market determined principally by
the retail inventory method .......... $69,762,345

F. W. WOOLWORTH CO.
Current Assets:
Merchandise inventories (Note A) .... $151,101,803
Note A: Inventories—Merchandise inventories in stores are stated
at the lower of cost or market, as calculated by the retail method

of inventory. Merchandise in warchouses and in transit and food
products inventories in restaurants are stated at cost.

Base Stock Method

ENDICOTT JOHNSON CORPORATION
Current Assets:
Inventories, on the basis of cost (princi-
pally average cost) or market, which-
ever is lower (Note 1):
Finished footwear on hand and in own
retail stores ................. ... $27,967,322

Footwear in process ............... 2,284,638
Raw materials .................... 13,289,508
Miscellaneous ... .................. 1,181,980

$44,723,448



Inventory Pricing 55

Note 1: The Corporgation employs the normal base stock method
of inventory under which the inventories are stated on the basis of
cost or market, whichever is lower, and a provision is made to re-
duce the established normal inventory to the following fixed prices,
which are substantially below current market levels:

Hide value in (a) raw hides and hides in process;
(b) own upper and sole leather; and (c) own

upper and sole leather in footwear ......... T cents per 1b.
Purchased upper leather, including purchased up-

per leather in footwear ....... ............. 17 cents per ft.
Crude rubber unprocessed and in rubber and

leather footwear .......................... 5 cents per Ib.
Synthetic rubber unprocessed and in rubber and

leather footwear .......................... 18 cents per 1b.

. In addition to the above materials the provision covers that por-

tion of inventory valuation attributable to the following costs on
the normal quantities to the extent such valuation exceeds costs
prevailing in 1939:

Labor and overhead costs.
Certain miscellaneous raw materials and supplies.
Purchased shoes, slippers and hosiery in retail stores,

. The normal base stock method is not recognized for federal
income tax purposes and taxes have, therefore, been paid on the
entire provision of $18,759,172. Tax rates have increased materially
since 1936 when the normal base stock method was established. If
the “Provision to give effect to the normal base stock method of
inventory” were computed net of taxes at the current year’s rate of
52%, it would be $9,004,403 and the excess of $9,754,769 would
represent a part of “Accumulated retained earnings.”

The normal base stock method is designed to eliminate from
earnings most inventory price increases or decreases. Inventory
prices increased during the year and accordingly the “Provision to
give effect to the normal base stock method” was increased by
$909,948. Since the required addition was not deducted in computing
the 1958 federal income tax, an amount equivalent to the federal
income tax applicable to the addition ($473,200) was charged
directly to “Accumulated Retained Earnings,” and only the re-
mainder of $436,748 was charged to earnings.

THE NATIONAL SUGAR REFINING COMPANY
Current Assets:
Inventories (Note 1):
Raw and refined sugar .............. $17,543,030
Manufacturing supplies 2,024,091

Note 1: Inventories—A base stock of 25,000 tons of sugar is
valued at a raw sugar base price of 5.65¢ a pound which is lower
than cost or current market price, The remainder of the sugar in-
ventories is valued at the lower of cost (first-in, first-out basis) or
market. Manufacturing supplies are valued at the lower of average
cost or market.

Job-Order Method

BURROUGHS CORPORATION
Assets required to carry on daily transac-
tions:

Inventories of purchased materials and
finished products, less progress billings
on uncompleted military contracts

Details of Items in Consolidated Statement
of Financial Condition

Inventories:

Finished machines, supplies and acces-
SOTieS . ........................ $ 44,171,415
Machines and other products in various
stages of completion and materials

$101,587,117

and factory supplies ............. 49,689,060
Cost of uncompleted military contracts,
less estimated cost of shipments and
progress billings on such contracts . . 7,726,642
) $101,587,117

Note 2: Inventories—Inventories are valued at the lower of cost
or market, less progress billings on uncompleted military contracts.
Cost is determined by job order method for 18% of the inventories,
by approximate first-in, first-out method for 74% of the inventories
and by last-in, first-out method for 8% of the inventories. The effect
on net income for 1958 from the use of the last-in, first-out method
was not material.

Yarious Other Methods

BOND STORES, INC.
Current Assets:
Merchandise inventories—Note A:

Woolens, trimmings, etc. .......... 2,388,596.09
Work in process ................ 981,665.03
Finished goods ................. 17,759,479.27

$21,129,740.39

Note A: Merchandise inventories are stated at or below the lower
of cost (prime cost as to goods manufactured by the Corporation,
retail inventory method as to furnishings and accessories and invoice
cost as to other merchandise, substantially on the “first-in first-out”
basis) or replacement market. These methods for pricing the mer-
chandise inventories are consistent with the practice of prior years.

PITTSBURGH PLATE GLASS COMPANY
Current Assets:
Inventories (see note 3):
Finished products ................ $ 65,270,382

Work in process ................. 6,059,103
Raw materials ................... 17,978,435
Supplies (including repair parts) .... 21,809,010

Total inventories ............. $111,116,930

Note 3: Inventories are stated generally at the lower of cost
(average or standard excluding certain fixed expenses) or market.

Determination of ''"Market"

There were 553 of the 600 survey companies that
mentioned market value in their presentations of inven-
tory. Of these, 85 companies stated the methods used in
the determination of such values as follows:

Current replacement values 57
Net realizable value (recoverable cost) 18
Selling price 11
Purchase price 10
Hedging procedure values 3
Various other 2

Total 101

Current Replacement

COLLINS & AIKMAN CORPORATION
Current Assets:

Inventories (Note 1) .................. $8,536,474

Note 1: Inventories—Approximately 71% of the inventories are
valued at cost on the last-in, first-out (LIFO) method which was
adopted by the parent company in the year ended March 3, 1951.
Such cost is lower than current replacement market at March 1,
1958, The remaining inventories are valued at cost on the first-in,
first-out method or market, whichever is lower.

DAN RIVER MILLS, INCORPORATED
Current Assets:
Inventories (Note 1):
Finished goods ................... $20,501,901

Work in process .................. 12,477,581
Raw materials .................... 13,430,804
Supplies ............... ... ... 2,778,485

Total inventories .............. $49,188,771

Note 1: Inventories—Cotton included in the Corporation’s inven-
tory, and cotton and related costs of manufacturing (exclusive of
finishing charges) included in the inventory of Woodside Mills, are
stated on the basis of cost (last-in, first-out) which is below replace-
ment cost. In all other respects the inventories are stated at the
lower of cost (principally average cost) or replacement market.
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THE GRIESS-PFLEGER TANNING CO.
Current Assets:
Inventories (Note 1):
Finished goods ..................... $ 518,044

Work in process .. .................. 749,529
Raw hides, materials, and supplies ... .. 244,049
$1,511,622

Note 1: Raw hides, including raw hide content of leather sides in
finished goods and work in process, amounting to $734,511 at
December 31, 1958, are valued at cost determined by the last-in,
first-out (Lifo) method, which was less than replacement market.
Processing costs included in the finished goods and work in process
inventories are determined on the basis of established costs which
approximate replacement market. Materials and supplies are priced
at the lower of cost or replacement market,

Selling Price

ALPAC CORPORATION
Current Assets:
Inventories (Note 4):
Manufacturing supplies ................ $46,736

Finished products ..................... 37,530
Vending machines .................... 9,992
Other supplies ....................... 5,632

$99,890

. Note 4: Inventories—Finished goods inventories are valued at
industry standards for raw materials and manufacturing supplies
plus labor and overhead at average cost. The values used approxi-
mate actual cost and do not exceed market. Market has been de-
termined by comparison to current selling prices,

Manufacturing supplies, vending machines and other supplies are
val;:ed at invoice cost which does not exceed current replacement
cost.

Purchase Price

WESSON OIL & SNOWDRIFT CO., INC.
Current Assets:
Inventories (for bases of valuation see
Note 1)—

Vegetable oils and their by-products .. $10,273,395
Other finished goods . ............... 5,437,581
Other raw materials ................ 6,681,179
Packaging materials and supplies ... .. 3,090,327

$25,482,482

. Note 1: The vegetable oils and their by-products included in the
inventories were valued at cost under the last-in, first-out method,
established originally at August 31, 1941, The aggregate value of
such inventories on that basis was below market value at August 31,
1958. In preceding years the carrying value of individual oils was
reduced to market value if required. In the current year, and in
consonance with present day accounting concepts, it was decided
that a more realistic comparison for determining whether a provision
is required to reduce inventories carried on a “lifo” basis to market
value would be to base such comparison on the combined values of
all vegetable oil inventories. Under this method, no provision was
required at August 31, 1958, Had the company followed the method
previously used, a provision of some $500,000 would have been re-
quired at August 31, 1958 to reduce one of the oils to its market
value. The other finished goods and other raw materials were valued
at the lower of cost (computed principally on the first-in, first-out
basis) or market. Market prices of the commodities and products
therefrom used for comparison with costs were based on current
guotations where available; otherwise latest purchase costs were
considered to represent current market. Inventories of packaging
materials and supplies were valued at cost or less.

Net Realizable Value

CROWN CORK & SEAL COMPANY, INC.
Current Assets:
Inventories (Note A) ................ $23,485,000

Note A: Inventories—Inventories are stated at the lower of cost
or market. Cost for major raw materials and material content of
work in process and finished goods was determined on the last-in,
first-out method. Other inventories are at average cost or net re-
alizable amounts.

Inventories are classified as follows:

Finished goods and work in process .............. $13,417,000

Raw materials and supplies ........................ 10,068,000
$23,485,000
LOEW’S INCORPORATED
Current Assets:
Inventories, at lower of cost or estimated
realizable value—
Film productions (including $32,537,000
with participating producers)—
Released, less amortization ........ $27,808,713
Completed—not released .......... 5,624,022
In process ..................... 25,104,030
Books and rights .................. 2,821,804
Television productions .............. 2,469,287
Materials and supplies .............. 2,738,788
$66,566,644

Hedging Procedure Values

PILLSBURY MILLS, INC.
Current Assets:
Inventories (Note 2) ................ $29,156,560

Note 2: Inventories—
Hedged commodities—grain and grain
products ... $16,418,745 $27,375,586

Unhedged commodities:
Specialties, commercial feed, ingredients,
BlC. . e

9,841,942 8,645,330
Sacks, supplies, etc. ................

2,895,873 2,781,442
$29,156,560 $38,802,358

Grain (including wheat for the account of the Canadian Wheat
Board) and grain products have been stated on the basis of market
prices of grain at May 31, including adjustment to market of open
contracts for purchases and sales. The company enters into commit-
ments for the purchase and sale of these and other related com-
modities as an essential part of its established policy of hedging
these inventories to the extent practicable, to minimize the market
risk due to price fluctuations. The financial statements reflect the
hedged position by taking into account all elements in the hedge
(inventories on hand and long and short commitments) at market,
so that the market gains and losses substantially compensate or
offset one another, subject to the completeness of the hedge and
certain other relatively minor elements, This procedure has been
applied in a manner which does not result in taking unrealized profit
into account.

Inventories other than those specified above, on which there were
no satisfactory hedging facilities, have been stated on the basis of
cost (first-in, first-out) or market, whichever lower.

Various Other

PENN FRUIT CO., INC.
Current Assets:
Inventories of merchandise and supplies at
cost or market, whichever is lower:

(Note 2)

In warechouses .................... $ 4,492,963
In stores ........................ 4,688,789
In transit ................ ... .. ... 504,770
Supplies in warehouse .............. 469,462

$10,155,984
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Note 2: Inventories—Merchandise Inventories (except non-perish-
able merchandise in stores) are priced at the lower of average cost
or market. Non-perishable merchandise in stores is priced at selling
prices reduced to estimated cost by application of percentages of
mark-up. Supplies are inventoried at average cost when in ware-
house, and are charged to cost of sales when requisitioned for use.

CUDAHY PACKING COMPANY
Current Assets:
Inventories—
Products where costs were not ascertain-
able, priced at approximate market
prices allowing for estimated selling
expenses; other products and ingredi-
ents and supplies, priced at the lower
of cost or market—
Products ................ .. .. ... $20,186,837
Ingredients and supplies .......... 3,151,876

$23,338,713

Lifo Inventory Cost Method
Use of Lifo by Industrial Groups

Table 12 contains a classification of the 600 survey
companies by industrial groups and subgroups and
shows the number of companies in each classification
which have referred to the use of the last-in, first-out
method of determining inventory cost for the years
1950, 1955, 1957, and 1958.

Presentation of Lifo

The changes in the number of survey companies
adopting or abandoning the use of lifo are summarized,
comparatively, in Table 11. One of the survey com-
panies referred to the use of lifo for the first time in its
1958 report and two companies which in prior years
referred to lifo made no mention of it this year.

Examples—Lifo Inventory Cost Method

Examples illustrating the disclosures of the use of lifo
in the 1958 reports are as follows:

Adoption of Lifo

MOTOR PRODUCTS CORPORATION
Current Assets:
Inventories of finished and in-process
products, materials and supplies (Note
D) . $2,309,464.35

Note D: Inventories—Inventories are stated at the lower of cost
or market prices after an allowance of $150,000.00 applicable to
Aermotor Company, a subsidiary. The Corporation has elected to
price a substantial portion of the inventories acquired from the
Duncan Parking Meter Corporation by use of the last-in, first-out
method of cost determination instead of the first-in, first-out method
used for the remaining inventories. This election did not have a
material effect upon the operating results for the year.

It is estimated that the current cost of replacing the Duncan in-
ventories would be approximately $180,000.00 greater than the
carrying amount.

TABLE 11: LIFO INVENTORY COST METHOD

Number of Companies 1958 1957 1955 1950

Using Lifo at beginning of year
(See Table 12) .......... ..
Adopting Lifo during year (*Co.

205 200 200 118

No. 389) ... ... .......... 1 6 4 42
Subsidiaries acquired with Lifo .. — — 2 —
No reference to Lifo in current

year (*Co. Nos. 283, 521) .. 2 — — —
Readopting Lifo during 1950 ... — — — 1
Abandoning Lifo during year .. — (1) 4 —

Using Lifo at end of year (See

Table 12) ... ... ... ... ... 204 205 202 161
Not referring to use of Lifo .. 396 395 398 439
Total ............. .. 600 600 600 600

Extending Lifo to additional inven-

tory classes during year ... ... — 3 16
Partially abandoning Lifo during
year (*Co. Nos. 67, 374) . ... 2 1 — 1

*Refer to Company Appendix Section.

Continuing Lifo Adopted in Prior Years

AMERICAN CYANAMID COMPANY
Current Assets:
Inventories (Note 1):
Finished stock .................... $38,753,888
Work in process . .................. 22,806,638
Raw materials and supplies ......... 25,649,882
Note 1: The inventories are stated on the basis of the lower of
cost or market. In general, cost is determined by either the “first-in,
first-out” or “average cost” method, apart from certain inventories

aggregating approximately $6,800,000 the cost of which is computed
in accordance with the “last-in, first-out” method.

CENTURY ELECTRIC COMPANY
Current Assets:
Inventories—Note A:
Finished products . .................. $1,301,697

Products in process . .. ............... 1,778,625
Raw materials .. .................... 970,222
Manufacturing supplies .............. 642,434

Note A: The principal items of inventory were priced at cost
under the last-in, first-out (LIFO) method. Inventories not priced
on the last-in, first-out basis, consisting principally of manufacturing
supplies, were priced at the lower of average cost or replacement
market,

HOLLY SUGAR CORPORATION
Current Assets:
Inventories (at cost, not in excess of mar-

ket):
Sugar (last-in, first-out basis), and by-

products ....... ... ... .......... $12,563,306
Beet seed, fertilizer, etc. ........... 706,202
Marketable livestock and feed ....... 3,238,226
Operating supplies ................. 1,817,053
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TABLE 12: INDUSTRIAL GROUPS USING LIFO INVENTORY COST METHOD
Group Lifo Use In:
Total Industrial Group and Company Appendix Numbers 1958 1957 1955 1950
Chemicals and Chemical Products:
30 Chemicals (*Co. Nos. 32, 71, 289, 291, 308, 332, 385, 430, 585) .......... 9 9 8 7
11 Drugs and Medicines ... ........ ... ...ttt — — — —_

7 Paints and Varnish (*Co. Nos. 263, 402) ................ i 2 2 2 3
24 Clay, Glass, Building Materials (*Co. Nos. 20, 280, 318, 341, 373, 401) ...... 6 6 9 4
28 Electrical Appliances and Machinery (*Co. Nos. 134, 214, 249, 252, 465, 512,

589) 7 8 6 3
Food Products:

8 Bakery (*Co. NO. 395) .. ... .. 1 1 1 1
11 Beverage (*Co. Nos. 227, 400) ... . . .. .. .. . 2 2 2 2
17 Canning and Preserving (*Co. Nos. 39, 122, 346, 369, 508, 514, 526) ...... 7 8 8 6

8 Confectionery (*Co. Nos. 31, 87, 106, 290, 597) ...................... 5 5 5 4

9 Dairy (*Co. Nos. 104, 127) .. ... . 2 2 3 3
10 Grain Milled Products (*Co. Nos. 60, 79) ... ...... ... ... ... ........ 2 2 2 2
11 Meat Products (*Co. Nos. 64, 366, 388, 462, 536, 593) .................. 6 6 7 6

7 Sugar (*Co. Nos. 296, 575) ... . 2 2 2 2
12 Instruments—Scientific (*Co. Nos. 91, 211, 319) ... . ... ... .. ... ... .. .... 3 3 3 3

8 Leather and Shoe Products (*Co. Nos. 273, 313, 374) .................... 3 3 3 3

9 Lumber and Wood Products (*Co. Nos. 195, 204, 302, 590) ................ 4 3 5 1

Machinery:

7 Agricultural (*Co. Nos. 18, 129, 130, 192, 415) ....... ... ... .. ........ 5 5 5 1
12 Business and Store (*Co. Nos. 119, 278, 396) ......................... 3 3 4 3
30 General Industrial (*Co. Nos. 47, 175, 202, 288, 323, 435, 523) .......... 7 9 6 3

8 Household and Service (*Co. Nos. 367, 582) .......... ................ 2 3 3 1
25 Special Industrial (*Co. Nos. 98, 112, 178, 189, 282, 497, 560) ............ 7 5 4 2
25 Metal Products (*Co. Nos. 29, 45, 108, 167, 228, 377, 406, 447, 488, 498) .. 10 9 8 5

6 Motion Pictures ...... . ... . e — —_ — S
16 Nonferrous Metals (*Co. Nos. 21, 40, 49, 55, 56, 107, 123, 142, 148, 328, 438,

470, 472) e 13 13 14 12
20 Paper (*Co. Nos. 138, 193, 312, 331, 372, 420, 487, 551,586) .... .. .. ...... 9 10 10 9
30 Petroleum (*Co. Nos. 70, 144, 169, 276, 441, 456, 459, 475, 500, 505, 516,

517, 518, 519, 520, 530, 545, 553) ... . ... ... 18 18 17 16

8 Printing and Publishing (*Co. No. 546) . ... ... ... ... .. 1 1 1 1
10 Radio, Records, Television ... .... ... .. ... .. .. . ... .. — — — —
36 Retail Stores (*Co. Nos. 17, 69, 120, 145, 231, 233, 262, 265, 335, 358, 365) 11 11 12 13

9 Rubber Products (*Co. Nos. 232, 259, 267, 268) . ....................... 4 4 4 4
30 Steel and Iron (*Co. Nos. 4, 10, 12, 63, 94, 153, 170, 180, 210, 307, 321, 355,

404, 469, 492, 527, 569, 572, 576, 591, 599) ..... ... .. .. ... .. ... 21 21 20 15
Textiles:

7 Floor Covering (*Co. Nos. 13, 65, 67, 95, 340, 383) .................. 6 6 6 6

6 Synthetic Fibers (*Co. Nos. 53, 557) .. ... i 2 1 1 1
20 Wool and Cotton (*Co. Nos. 88, 118, 125, 151, 188, 317, 327, 466, 524, 562) 10 11 11 13
11 Tobacco (*Co. Nos. 161, 473) ... . . . . . ... i 2 2 1 1

Transportation Equipment:

6 Boat and Ship (*Co. No. 241) ... ... ... i 1 1 1 1
13 Railway (*Co. Nos. 41, 256, 452, 455, 483) ...... ... ... .. .. .......... 5 4 4 3
18 Adrcraft .. — — _— —_
16 Motor Vehicles (*Co. Nos. 116, 143, 389) . ...... .. ... .. ... ... ....... 3 2 1 —

_21 Miscellaneous (*Co. Nos. 314, 454, 594) ....... ... ... ... . ... ... ..... 3 4 3 1
600 Total . ... .. 204 205 202 161

*Refer to Company Appendix Section.
Refer also to Table 11.
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4 REVERE COPPER AND BRASS INCORPORATED
ssets:

Inventories (Note A)

Prime aluminum .......... .. .... .. $ 1,703,533
Rolling mills divisions

Metals ......................... 19,656,418

Fabricating costs ................ 9,326,704
Manufacturing divisions

Ra\y, in process, and finished stock . . 8,067,845
Supplies ......................... 1,018,555

Note A: Inventories at December 31, 1958 were in the aggregate
below market at that date. The costs of metal contents at rolling
mill divisions were determined on the last-in, first-out method. The
balance of the inventory was stated at the lower of cost or market
value, cost being determined on the first-in, first-out method.

VANADIUM-ALLOYS STEEL COMPANY
Current Assets:

Inventories (Note 1) ........... ... ... $8,068,889

Note 1: Inventories—Inventories at June 30, 1958 consisted of
work in process and finished goods totaling $5,884,062 and raw
materials and supplies totaling $2,184,827. Approximately 69% of
the total amount of inventories is stated at cost on the basis of

last-in, first-out, and the balance generally at the lower of average
cost or market.

Partial Abandonment of Lifo

ARTLOOM CARPET CoO., INC.
Current Assets:
Inventories (priced at standard cost)

“A,!

Finished goods . ............ ... ... $1,902,070.93
Work in process ................ 498,370.34
Raw materials . ................. 1,628,346.49
Miscellaneous supplies, etc. ...... .. 154,490.70

$4,183,278.46
Less—Adjustment of standard cost to
give effect to last-in—first-out value

of raw material, wool in inventory . 857,159.27

$3,326,119.19

Note “A”: Inventories—During the year ended August 2, 1958,
the Company decided to go off “Last-in—First-out” method of
“Lifo” covering Cotton and Jute, in raw materials, work in process
and finished goods, resulting in an increase in Inventory in the
amount of $236,145.02 and a resulting decrease in amount of loss
transferred to Earnings Retained in Business from the Statement of
Income. This change in Inventory method was approved by the
U.S. Treasury Department Commissioner of Internal Revenue.

The net inventories in the Consolidated Balance Sheet and those
used in computing cost of sales, are stated as to raw material, wool,
included in the Finished Goods, Work in Process and Raw Mate-
rials at cost on the basis of Last-in—First-out; other materials, labor
and burden are stated at standard costs. The miscellaneous sup-
plies, etc., are stated at cost (on First-in—First-out basis) or market,
whichever is lower. The amount at which the inventories are stated
at August 2, 1958 is less than current replacement cost.

MELVILLE SHOE CORPORATION

Current Assets:
Inventories (Note 1) ................ $22,890,260

Note 1: Approximately 30% of the consolidated inventories are
valued at last-in, first-out (LIFO) cost which is substantially below
market, The remaining portion of inventories are valued at the lower
of cost or market, based mainly on the retail inventory method.
During 1958, the company changed its method of valuing certain
inventories from LIFO to the lower of cost or market under the
retail inventory method. The effect of the change on net earnings
was not material.

INVENTORY RESERVES

Purpose Stated

Table 13 indicates the nature of the inventory re-
serves as shown by the survey companies disclosing
such reserves. The most common types of inventory
reserves are those for obsolescence, possible future in-
ventory price declines, or the restatement of, or replace-
ment of, or reduction to lifo inventories. Since 1950
there has been a decrease of over 50 per cent in the
number of companies revealing the existence of inven-
tory reserves, with a corresponding decrease in the
number of such reserves. The principal reduction is in
the use of “reserves for possible future inventory price
decline” (49 in 1950; 6 in 1958) and “basic lifo re-
placement” (18 in 1950; 7 in 1958). During 1958
there was a decrease both in the number of reserves

TABLE 13: INVENTORY RESERVES

Purpose Stated 1958 1957 1955 1950

Possible future inventory price de-

cline (*Co. Nos. 16, 187, 340) 6 9 14 49
Inventory obsolescence (*Co. Nos.

212, 252, 320, 592, 596) 8 11 12 19
Basic Lifo replacement (*Co. Nos.

60, 366, 388, 593) ........ 7 6 6 18
Restatement of Lifo (*Co. No. 4) 1 2 2 —
Reduction to Lifo cost (*Co. Nos.

288, 367) ... 4 5 6 6
“Base stock” adjustment (*Co.

Nos. 173, 402, 525) ....... 4 4 4 5
Reduction to market (*Co. Nos.

13, 217) ... ... 4 3 3 2
“Released film” amortization (*Co.

351, 421, 550) ............ 4 5 5 5
Inventory shrinkage (*Co. Nos.

212,404) ... 2 2 3 3
Materials and supplies adjustments

(*Co. Nos. 40, 305, 456) . ... 3 2 1 4
Purchase commitments (*Co. No.

267) 1T - - —
Inventory hazard (*Co. No. 443) 1 — 1 1
Purpose not stated (*Co. Nos. 7,

76, 438,589) ........... ... 8 8 16 24
Miscellaneous . ............ ... e 15 11

Total ............... 53 58 78 147
Terminology Used
“Reserve” . .................. 27 25 42 86
“Provision” .................. 6 5 7 11
Various other terms ........... 20 28 29 50
Total ............... 53 58 78 147
Number of Companies with:
Inventory reserves ............. 50 S5 71 124
No inventory reserves .......... 550 545 529 476

Total ............... 600 600 600 600

*Refer to Company Appendix Section.
Refer also to Table 14.
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shown and in the number of companies presenting such
reserves, which is a continuation of the trend shown in
recent years.

Examples of inventory reserves for various purposes
follow; additional examples are shown following Bal-
ance Sheet Presentation (Table 14, this section).

Inventory Price Decline

ALLIED MILLS, INC.
Capital Stock and Surplus:

Surplus:
Barned ........................ $31,495,330.34
Imitial ........... .. ... .. ... ... 662,249.82

$36,971,875.81
Surplus reserve:

Possible market decline in inventories 621,000.00

$37,592,875.81

THE HOBART MANUFACTURING COMPANY
Shareholders’ Equity:
Earnings retained in the business (Note 4):

Domestic companies ............... $13,364,826
Subsidiaries outside the United States . 7,022,310
Total ........................ $20,387,136

Note 4: Earnings retained in the business include approximately
$2,900,000 appropriated or capitalized by subsidiaries outside the

United States, and $1,000,000 appropriated by the Parent Company.

for possible future inventory price declines and other contingencies.

Inventory Obsolescence

INDUSTRIAL RAYON CORPORATION
Current Assets:
Inventories—at lower of average cost or

market:
Finished product ................ .. $ 5,425,515
In process ........................ 2,309,937
Raw materials ... ... ... ... .. .. ... 2,621,370
Supplies, less allowance ($235,163) for
obsolescence .................... 3,211,291
$13,568,113

JONES & LAMSON MACHINE COMPANY
Current Assets:
Material and supplies, work in process and
finished parts and machines—at cost or
standardcost . ........ ... ... ...... .. $4,485,934

Less: Reserve for obsolescence .......... 150,000
$4,335,934
WORTHINGTON CORPORATION
Current Assets:
Inventories (see page 16) ............ $54,255,788

. Page 16: Inventories consist of finished machines and parts, work
in process, purchased materials and supplies and are stated at the
lower of cost (principally average cost), or market, less a provision
of $1,000,000 for possible future obsolescence.

Basic Lifo Replacement and Reduction to Lifo Cost

SWIFT & COMPANY
Current Liabilities:
Provision for replacement of basic “lifo”

inventories (net after income taxes) .... $2,064,493

Note 1: Inventories—A substantial portion of the product inven-
tories of Swift & Company and its domestic subsidiaries is valued
at cost under the “Last-in, First-out” (Lifo) method provided in
the Internal Revenue Code. Other product inventories of the com-
pany and its domestic subsidiaries are valued at apprommate‘market,
iess selling expense. The product inventories of the Canadian sub-
sidiaries are valued at cost under a modified form of the “Lifo”
method.

THE MAYTAG COMPANY
Current Assets:

Inventories—Note A . ............... $12,756,726
Above Shareowners’ Equity:
Reserve
For valuation of inventories on basis of
LIFO method—Note A ...... .. .. $ 1,498,000

Note A: Inventories—Inventories have been priced on the basis of
the lower of cost (principally by the last-in, first-out method) or
market for financial reporting purposes. The first-in, first-out method
has been used for income tax purposes.

In the statement of consolidated financial condition, inventories
have been included in the assets at the income tax (FIFQ) basis,
and a reserve has been established to give effect to the LIFO basis.

The major classes of the inventories were as follows:
Finished products ........................c.c..... $ 3,712,006

Work in process and finished parts ................. 6,464,230
Raw materials . ............ .. ... cciiiiinineinn. 1,890,086
Manufacturing supplies .................cc.oiuei... 690,404

Total ... e $12,756,726

Other Inventory Reserves

ENDICOTT JOHNSON CORPORATION
Current Assets:
Inventories, on the basis of cost (princi-
pally average cost) or market, whichever
is lower (Note 1):
Finished footwear on hand and in own
retail stores ... ................. $27,967,322

Footwear in process ............... 2,284,638
Raw materials . ................... 13,289,508
Miscellaneous . ................... 1,181,980
Above Stockholders’ Equity:
Provision to give effect to the normal base
stock method of inventory (Note 1) .. $18,759,172

Note 1: The Corporation employs the normal base stock method
of inventory under which the inventories are stated on the basis of
cost or market, whichever is lower, and a provision is made to re-
duce the established normal inventory to the following fixed prices,
which are substantially below current market levels:

Hide value in (a) raw hides and hides in process;

(b) own upper and sole leather; and (c) own

upper and sole leather in footwear ........ 7 cents per 1b.
Purchased upper leather, including purchased

upper leather in footwear ... ....... .. ...... 17 cents per ft.
Crude rubber unprocessed and in rubber and

leather footwear ... ...................... 5 cents per lb.
Synthetic rubber unprocessed and in rubber and

leather footwear .......................... 18 cents per lb,

In addition to the above materials the provision covers that portion
of inventory valuation attributable to the following costs on the
normal quantities to the extent such valuation exceeds costs prevail-
ing in 1939:

Labor and overhead costs.

Certain miscellaneous raw materials and supplies.

Purchased shoes, slippers and hosiery in retail stores.

The normal base stock is not recognized for federal income tax
purposes and taxes have, therefore, been paid on the entire provi-
sion of $18,759,172, Tax rates have increased materially since 1936
when the normal base stock method was established. If the “Provi~
sion to give effect to the normal base stock method of inventory”
were computed net of taxes at the current year’s rate of 52%, it
would be $9,004,403 and the excess of $9,754,769 would represent
a part of “Accumulated retained earnings.”
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The normal base stock method is designed to eliminate from
€arnings most inventory price increases or decreases. Inventory
prices increased during the year and accordingly the “Provision to
give effect to the normal base stock method” was increased by
$909,948. Since the required addition was not deducted in computing
the 1958 federal income tax, an amount equivalent to the federal
income tax applicable to the addition ($473,200) was charged di-
rectly to “Accumulated Retained Earnings,” and only the remainder
of $436,748 was charged to earnings.

BIGELOW-SANFORD CARPET COMPANY, INC.
Current Assets:
Inventories (Note 1)—
Finished goods .................... $11,206,602

Work in process . .................. 5,225,812
Raw materials and supplies ......... 5,287,283
Total inventories .............. $21,719,697

Note 1: The basis of stating inventories is shown in the following
tabulation:
Carpet raw materials and raw material content of in-

process and finished goods at cost, determined on the

last-in, first-out method ......................... $ 8,938,864
Less—Reserve for unrealized losses based upon market

value of certain raw materials ................... 117,236

$ 8,821,628

Manufacturing costs, etc., at standard cost .......... 8,458,884
Miscellaneous inventories, at lower of cost or market 4,439,185
Total inventories ....................... . $21,719,697

NATIONAL STEEL CORPORATION
Current Assets:
Inventories of finished and semi-finished
products, raw materials and supplies—
Note A ... ... ... ... ... .. ...... $98,042,495
Note A: Inventories—Inventories are stated at last-in, first-out

cost (not in excess of market) less reserves for shrinkage and were
comprised of the following:

Finished and semi-finished products ................ $49,619,276
Raw materials ............. ... ... iiieiiaiiin. 38,394,285
SUDPPIES ..o e 11,733,997
$99,747,558
Less reserves for shrinkage ........................ 1,705,063
$98,042,495

Balance Sheet Presentation

Inventory reserves were presented most frequently
by the survey companies in the current asset section of
the balance sheet with the related inventories (32 re-
serves in 1958); above stockholders’ equity section
(10 reserves in 1958); or within the stockholders’
equity section of the balance sheet (5 reserves in 1958).
Table 14 sets forth, by type of reserves, the various
balance sheet presentations in the annual reports of the
survey companies for the years 1950, 1955, 1957, and
1958.

Examples of the various balance sheet presentations
follow:

With Related Inventories

SYMINGTON WAYNE CORPORATION
Current Assets:
Inventories—Note 3 . .................. $9,965,695

TABLE 14: INVENTORY RESERVES

Balance Sheet Presentation 1958 1957 1955 1950

With Inventories for:
Possible future inventory price de-

cline .......... ... .. .. .. . — 1 2 9
Inventory obsolescence (*Co. Nos.

252, 306, 415,592) ......... 8 10 12 15
Reduction to Lifo cost (*Co. No.

288) ... 3 3 4 5
Materials and supplies adjustments

(*Co. Nos. 40, 305, 456) .. .. 3 1 1 3
“Base stock™ adjustments (*Co.

No.525) .................. 1 1 3 4
Reduction to market (*Co. Nos.

13, 217,404) ...... .. .. ... 4 2 2 1
“Released film” amortization (*Co.

Nos. 198, 550) ............. 4 5 5 5
Inventory shrinkage (*Co. Nos.

212,404) ... ... 2 2 2 3
Inventory hazard (*Co. No. 443) 1 - - -
Purpose not stated (*Co. Nos. 76,

342, 370,438) ............. 6 6 7 11
Miscellaneous . ............... —_ — 3 8

Among Current Liabilities for:
Basic Lifo replacement (*Co. Nos.
60, 346, 536, 593) ..........
Miscellaneous . ............... —

| o
wn
—_w
-

Above Stockholders’ Equity for:
Possible future inventory price de-

cline (*Co. No. 253) .... ... 2 2 1 15
Inventory obsolescence ......... — 1 — 4
Reduction to Lifo cost (*Co. No.

367) .. 1 1 2 1
Basic Lifo replacement (*Co. No.

456) ...

—
ot i
)
-0

Reduction to market . ... ..... .. —
“Base stock” adjustments (*Co.

Nos. 173,402) ... ...... ... . 3 3 1 1
Restatement of Lifo (*Co. No. 4) 1 2 —
Purchase commitments (*Co. No.

267) ... 1 _— - —
Purpose not stated (*Co. No. 66) 1 — 4 7
Miscellaneous ... ............. — 1 2 2

Within Stockholders’ Equity for:

Possible future inventory price de-

cline (*Co. Nos. 16, 287, 293) 4 8 10 25
Purpose not stated (*Co. No. 589) 1 2 5 7
Miscellaneous .. .............. - — 3 3

Total ............... 53 58 78 147
*Refer to Company Appendix Section.
Refer also to Table 13.
Note 3:
Inventories 1958
At the lower of first-in, first-out cost or market:
Finished and in process:
Regular line ........................... $3,730,965%
Government contracts . ................... 851,777
Service PArtS . ... 884,290
Materials and supplies ...................... 4,613,660
Provision for obsolescence .................. (115,000)
$9,965,695
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STEWART-WARNER CORPORATION
Current Assets:
Inventories, priced at lower of cost (first-in,
first-out) or market—

Finished goods and work in process .. $19,018,222
Raw materials and manufacturing sup-
plies ... ... 2,730,418
$21,748,640
Less: Reserve to reduce basic invento-
ries to 1945 price levels .......... 4,360,000
$17,388,640

HERCULES MOTORS CORPORATION
Current Assets: .
Inventories—at cost (generally on last-in,

first-out basis) not in excess of market—
Note A ... . $5,066,909

Note A: Inventories are reduced to cost on the basis of last-in,
first-out by an allowance provided by charges to income of the cur-
rent and prior years except for inventories aggregating $1,048,809
which were purchased from another manufacturer of internal com-
bustion engines with consideration therefor in part payable as the
material is used or sold on a first-in, first-out basis. The Corporation
elected to use the last-in, first-out method of pricing inventories for
federal income tax purposes as of August 1, 1955; the portion of
the allowance ($2,901,633) provided by charges against income in
years prior to that date was not used in the determination of federal
taxes on income for such years.

ELGIN NATIONAL WATCH COMPANY
Current Assets:
Inventories, at lower of cost (first-in, first-
out basis) or market:
Finished merchandise .............. $4,510,207
Work in process .................. 7,110,532
Raw materials and supplies .......... 1,997,529

Less—Provision for excess inventory .. (1,200,000)

$12,418,268

Among Current Liabilities

ARCHER-DANIELS-MIDLAND COMPANY
Reserve for anticipated replacement of invento-
ries, less related income tax reduction—Note A $651,000

Note A: Grain and grain products shown in the balance sheet as
priced “at market” or “at market or less” have been priced on the
basis of market prices for grain at June 30, including adjustment
of open purchase and sale contracts to market at that date. The
Company generally follows a policy of hedging its transactions in
these and certain other commodities to the extent practicable to
minimize risk due to market price fluctuations.

The current replacement cost of oils priced in the inventory at
last-in, first-out cost exceeded the inventory basis thereof by approxi-
mately $3,480,000 at June 30, 1958 and $4,650,000 at June 30, 1957.
The decrease in this “lifo reserve” results both from decreases in
market prices and from decreased quantities in the physical inven-
tories at June 30, 1958. The excess of the cost of anticipated re-
placement of decreased quantities prior to the end of the income tax
reporting year (December 31, 1958) over the lifo basis thereof is
reflected in the reserve for anticipated replacement of inventories,
after adjustment for allocable income tax effect.

WILSON & CO., INC.
Reserve for replacement of “last-in, first-out”
inventories . ............ ... .. ... ... ... $375,000

Above Stockholders' Equity

NATIONAL LEAD COMPANY
Inventory reserve (Note 2) .............. $11,314,102

Note 2: Inventories are priced at the lower of cost (on various
“average,” ‘“first-in, first-out” or “last-in, first-out” bases) or market.

The inventory reserve has been maintained on the basis of the
following quantities and prices of normal stocks:

Fixed
Normal Inventory
Quantities Price
(Short Tons) per Pound
Lead ...............c.... ..., 49,6871% $.03
Tin ... e 1,12414 21
Antimony .................... 1,400 .05
THE PURE OIL COMPANY
Reserves:
For replacement of inventories .......... $2,317,858
CORN PRODUCTS COMPANY
Reserves:
For reduction of normal inventories to fixed
prices—Note 2 .. ....... ... $2,081,011

Note 2: Inventories—Raw materials, finished and in-process goods,
and manufacturing and mechanical supplies are priced at cost, or
cost or market, whichever lower, on the basis of first in, first out.

The parent company, in general, and certain of its subsidiaries
use the normal stock inventory method in respect to minimum
quantities of corn and other grains, finished and in-process goods
manufactured from corn and other grains, necessary to do a contin-
uing business based on plant capacity. Since the adoption of this
method the companies have consistently stated normal stock require-
ments at fixed prices, determined in the year in which adopted,
which are substantially lower than current cost or market prices.

The reserve for reduction of normal stock inventories to fixed
prices is stated net of effective Federal income normal tax and sur-
tax. It is increased or decreased through charges or credits to cost
of sales to record the changes between prices at cost, or cost or
market, whichever lower, and the fixed prices. The changes in the
reserve for reduction of normal inventories to fixed prices, net of
effective Federal income normal tax and surtax resulted in a de-
crease in cost of sales of $9,332 in 1958 and $592,736 in 1957.

ACME STEEL COMPANY
Reserves:
For net adjustment of inventories on last-in,
first-out cost basis, to first-in, first-out cost
basis—Note A ... .................. $4,900,000
Note A: Inventories—Inventories have been stated at the lower of

cost or market. The amounts of the major classes of inventories
were as follows:

Finished products .............. ... .. ... .. ... .. $11,799,813
Work in process ...........c.eveiemrennnennnannn.

Raw materials .......................... ... 9,970,577
Manufacturing supplies .......................0i... 4,200,315
Total ... $32,823,524

Method used in determination of cost:
Last-in, first~out ............ ... . ... oL, $23,603,002
First~in, first-out ....... .. ... .. ... ... 9,220,522
Total ... ... . . e $32,823,524

The use of the LIFO method (adopted in prior years) of pricing
certain inventory components has resulted in inventory and working
capital amounts being less than if the first-in, first-out method had
been continued in use. In the statement of financial condition, this.
difference (amounting to $4,900,000 at December 31, 1958, and
$4,100,000 at December 31, 1957, after giving effect to applicable
taxes on income at current rates) has been added to current assets
and offset by a reserve of like amount.

Within Stockholders' Equity

H. J. HEINZ COMPANY
Earned Surplus:
Reserved for future inventory price decline,
possible loss in foreign assets and other
contingencies . ..................... $5,000,000
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JAMES LEES AND SONS COMPANY
Surplus and Reserve:
Capital surplus ........... ... ... ... $
Earned surplus .....................
Reserve for inventory losses and contin-
gencies (allocated from income of prior
years)

155,440
35,772,413

1,000,000
536,927,853

CASH SURRENDER VALUE OF LIFE INSURANCE

Of the 72 survey companies that disclosed “cash sur-
render value of life insurance” in their 1958 reports, one
revealed the item as a current asset, two made a com-
ment in the notes to the financial statements. The re-
maining 69 companies presented the item in the non-
current asset section of the balance sheet. Comparison
with previous years is set forth in Table 15.

The treatment of this asset as “noncurrent” is gen-
erally recommended and is in conformity with the
pronouncement in Restatement and Revision of Ac-
counting Research Bulletins (Chapter 3, Section A),
issued by the committee on accounting procedure of
the American Institute of Certified Public Accountants.

The examples which are provided below illustrate the
methods used to present cash surrender value of life
insurance policies in the financial statements.

DAYSTROM, INCORPORATED

Notes to Financial Statements

Note 4: Other Assets and Deferred Charges—Other assets and
deferred charges consist of the following:
Debenture issue expenses, less amortization .......... $ 195,140

Due from officers and employees under Company’s stock
option incentive plan (secured by 20,070 shares in
1958 and 12,950 shares in 1957 of common stock held

in escrow until fully paid for) .................. 298,956
Cash surrender value of life insurance policies ........ 231,083
Miscellaneous .. ... 276,824

$1,002,003

EASTERN STAINLESS STEEL CORPORATION
Noncurrent Assets:

Total current assets ......... .. .$25,315,257

Cash surrender value of life insurance poli-
cles ...
Fixed assets:
Property, plant and equipment—at cost 17,113,957

357,798

TOBIN PACKING CO., INC.
Noncurrent Assets:
Mortgages, notes and other investments (at
cost) .. $255,729
Cash surrender value of life insurance .... 532,760
Investment in stock of affiliated corporation
(at cost) (Note 2) 119,853

TABLE 15: CASH SURRENDER VALUE OF LIFE INSURANCE

Balance Sheet Presentation 1958 1957 1955 1950

As a current asset separately set

forth (*Co. No. 370) ....... 1 2 1 3
As a noncurrent asset separately

set forth (*Co. Nos. 15, 126,

138, 277, 300, 317, 370, 392,

462, 548) ................. 20 14 36 31
Combined with or shown under

heading of other noncurrent as-

sets (*Co. Nos. 2, 13, 118, 136,

265, 292, 339, 384, 490, 502) 49 37 49 179
Not shown on balance sheet but

existence thereof discussed in

notes (*Co. Nos. 189, 369) .. 2 1 2 —

Number of Companies:

Disclosing the above asset ... ... 72 54 88 113
Not disclosing the above asset .. 528 546 512 487
Total ............ .. 600 600 600 600

*Refer to Company Appendix Section.

JONES AND LAMSON MACHINE COMPANY
Current Assets:
Cash in banks and on hand ............ $1,071,677

Accounts receivable—trade ............ 1,414,775
Notes receivable, advances, etc. . ........ 55,739
Federal income tax refundable .......... 722,495
Cash value of life insurance ............ 154,511

Material and supplies, work in
process and finished parts and
machines—at cost or stand-
ardcost ....... ... ...... $4,485,934
Less: Reserve for obsolescence 150,000 4,335,934

Total current assets ............. $7,755,131

McCORMICK & COMPANY, INCORPORATED
Notes to Financial Statements

Note D: The net liability at November 30, 1958, under the sup-
plemental pension plan for executive and supervisory employees, is
after the deduction of assets which have been designated by the
Board of Directors as the source of funds for financing this supple-
mental plan., The liability is computed as follows:

Liability for past service, less estimated Federal income tax
savings in future years when payments are made to par-

HCIPANLS ...t e $493,000
Less:
Cash surrender value of individual life insur-
ance contracts on employees ............ $279,261
Investments in marketable securities at cost
(quoted market value $199,042) ......... 209,188 488,449
Net Hability ....................c........... $ 4,551

UNITED INDUSTRIAL CORPORATION
Investments and Non-Current Receivables:
Capital stock (at cost) of partially-owned

subsidiary not consolidated (Note A) .. $1,002,600

Mortgage notes receivable (portion due af-
ter one year) ...................... 341,676
Sundry securities ..................... 178,595

Cash surrender value of life insurance poli-
CleS . ... 107,777
Sundry non-current receivables .......... 31914

Total investments and non-current re-
ceivables . ............. . ... .. $1,662,562
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CUTLER-HAMMER INC.
Other Assets:
Investment in wholly owned foreign sub-

sidiary, at cost (Note 3) ............ $ 89,552
Long term notes receivable and other in-
vestments, at cost ................. 736,773
Insurance deposits and cash value of life
insurance ... ... 106,939
Property, plant, and equipment, less re-
serves for depreciation; 1958 — $9,579,-
277; 1957 — $8,752,498 and $7,813,413
(Note 4) ... ... ... ... ...... ... ... 25,874,087
Patents, at cost, less amortization ... ... 128,414
Deferred charges, etc. ................ 191,920
Total working capital and other as-
SEtS ... $46,634,471

CLAIMS FOR REFUND OF INCOME TAXES

Table 16 summarizes the 86 claims for income tax
refunds as disclosed by 77 of the survey companies in
their 1958 annual reports. As in prior years, the most
commonly stated bases of such claims for refund con-
tinue to be in connection with operating loss carry-
backs. In 40 instances the basis of the claims was not
specifically explained.

The following examples illustrate the nature and
degree of disclosure of information concerning the
basis of claims for refund of taxes and the accounting
treatment given:

Operating Loss Carry-Back

CONSOLIDATED PAPER COMPANY
Current Assets:
Cash ........... ... .. ... ........ $1,347,796.87
U.S. Government Savings Bonds (at cost
plus accrued interest) ........... —

Accounts receivable—trade (less allow-
ances for discounts and doubtful ac-
counts of $30,000.00) ....... ... .

Refundable federal income taxes incident
to 1958 operating loss carryback (less
application of $192,866.09 for balance

1,613,233.62

due on 1957 taxes) ............... 569,982.74

SACO-LOWELL SHOPS
Current Assets:

Cash ... . ... ... ... .. $ 3,150,121
Notes and accounts receivable less allow-

ance of $215,208 for doubtful accounts 2,953,677
Refundable federal taxes on income—esti-

mated, less reserves applicable to open

years (Note B) ...... ... ... ......... 2,727,682
Inventories—at the lower of approximate

cost or market . .................. 7,338,443
Investment in The Elliott Addressing Ma-

chine Company—at cost (sold in De-

cember 1958) ... ... ... ... ... .... 850,954
Prepaid expenses .................... 120,923

Total current assets ........... $17,141,800

TABLE 16: TAX REFUND CLAIMS

Nature of Tax Refund Claims 1958 1955

Claims for Refund of Federal Income or
Excess Profits Taxes:
Basis of Claims Explained as—

A: Operating loss carry-back (*Co. Nos. 67,
78, 177, 292, 320)
Sections 721-722 of Internal Revenue Code
Replacement of basic Lifo inventory . ...
: Adoption of Lifo inventory (*Co. Nos.
69, 262, 358, 365)
Excess profits credit—carry-back (*Co.
No. 430) ....... .. ... .. ...
Various other (¥*Co. Nos. 295, 373, 422)

Basis of Claims Not Explained—

0o gov
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G: Income taxes (*Co. Nos. 35, 101, 175,
288,389) ... ... 26 20
H: Excess profits taxes (*Co. Nos. 49, 420,
460) . 8 9
I: Taxes (*Co. Nos. 110, 143, 337, 590) .. 6 4
Claims for Refund of—
J: State taxes (*Co. Nos. 445) . ... .. ... 2 1
K: Foreign taxes (*Co. Nos. 8, 35, 58) ... 3 2
Total ... ... ................. 86 72
.. 1958
Presentation in 1958 A B CD E FGH I J K Total
Current assets .... 23 — — — 2 13 3 1 2 44
Noncurrent assets .. 2 — 4 — — 6 3 — 1 16
Tax liability offset . 1 — — — — 1 — — — 2
Notes to statements . 2 1 — 1 4 11 — 1 — 20
Letter to stockholders_l - = — — 3 — — — 4
Totl ...20 1 4 1 63 6 2 3 386
Number of Companies 1958 1955
Referring to tax refund claims . ................... 77 62
Not referring to tax refund claims ........... .. ... 523 538
Total ..ol 600 600

*Refer to Company Appendix Section.

Note B: Federal Income Taxes—After application of the Com-
pany’s current operating loss against the available taxable income
of prior years, there remains an effective loss carry-forward of
approximately $2,200,000, which is available for offset against other-
wise taxable income of subsequent years.

Sections 721-722 of Internal Revenue Code

CELANESE CORPORATION OF AMERICA

Notes to Financial Statements

Note 4: Federal Taxes on Income—The net accrued liability for
Federal taxes on income at December 31, 1958 is as follows:
Provision for Federal income taxes ................ $12,707,112

Deduct U.S. Treasury Notes and Certificates and accrued
Interest ... .. ... ... e

Net

12,707,112
.................................... $ —

The provision for Federal taxes on income is believed to be
sufficient to meet all related liabilities.

During 1957 the claims of the Corporation for relief from excess
profits taxes under Sections 721 and 722 of the Internal Revenue
Code for the years 1940 through 1942 and the tax liability for such
years were settled. As a result, $4,842,570, representing Federal tax
provisions previously made not required and the net amount recov-
ered after providing for related income taxes and expenses, was
added to the income of 1957.
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Applications for relief from excess profits taxes filed by Tubize
Rayon Corporation for the years 1941 through 1945 and by certain
subsidiaries for all of such years have been rejected by the Excess
Profits Tax Council. Petitions for redetermination have been filed
with the Tax Court and conferences are being held with repre-
sentatives of the Treasury Department. No credit has been taken
in the financial statements for any possible recovery pending final
settlement or adjudication.

ASSOCIATED DRY GOODS CORPORATION
Non-current Assets:
Excess of income taxes under retail inven-
tory method over such taxes on the Lifo
basis since adoption of that basis (Note
A) $2,864,839

Note A: Merchandise Inventories—Merchandise inventories are
generally stated on the basis of cost or market, whichever is lower,
as determined by the retail inventory method using, as to certain
inventories, the last-in, first-out (Lifo) method based on published
indices of price changes since the dates on which the method was
adopted. Inventories are stated at $4,360,158 less than if the last-in
first-out principal had not been followed.

As explained in prior reports, the Lifo method was adopted retro-
actively to January 31, 1942 in one instance and to January 31, 1943
in others. A reduction of $2,864,839 in income taxes for all subse-
quent years has resulted. As has been noted, the United States
Treasury Department has rejected the Company’s adoption of the
Lifo method. Such action as is available to the Company to contest
the disallowances has been deferred pending the outcome of a
Government appeal of a United States District Court decision favor-
able to the retroactive adoption of the Lifo method by another large
department store organization.

R. H. MACY & CO., INC.
Other Assets:

Overpayment of Federal income taxes
claimed for the six years ended January,
1947, as a result of adoption of Lifo,
including accrued interest of $2,102,699

to August 1, 1953 (See Note 3) $ 9,018,699
Investment in Macy’s Bank-—at cost (equity
therein $870,365) .. ............... 794,000
Miscellaneous, including investments in
and advances to affiliated shopping cen-
ters at cost ................ .. .... 7,021,416
Total other assets .............. $16,834,115

Note 3: The inventories are stated at August 2, 1958, at
$13,607,289 and at August 3, 1957, at $13,277,806 less than they
would have been if the first-in, first-out principle had been applied
in determining cost.

In 1951, the Bureau of Internal Revenue held that the Corpora-
tion and its subsidiaries were entitled to use the Lifo method of in-
ventory valuation in computing taxable income beginning with the
year ended January 31, 1942, and issued reports of overassessment
for that year, On post-audit review in 1954, the then Commissioner
of Internal Revenue refused to follow the 1951 determination and
the District Director disallowed the use of Lifo. On advice of
counsel, the Corporation instituted action in the United States Dis-
trict Court, Southern District of New York, to contest the dis-
allowance. The District Court decided in favor of the Corporation.
That decision was reversed by the United States Court of Appeals
for the Second Circuit. The Corporation has petitioned the United
States Supreme Court for a writ of certiorari.

Examining Revenue Agents proposed to capitalize the 1946 loss
of $3,375,000 on the sale of the Newark, New Jersey, main store
property. This proposal has been protested. The proposed capitaliza-
tion (less estimated amortization of $1,920,000 to date) would in-
volve approximately $1,580,000 of Federal income taxes, including
interest, in excess of the amounts paid and provided. Audits by the
Internal Revenue Service of the Corporation’s tax returns for the
years through July 31, 1955, have been substantially completed. As-
suming allowance of the Lifo method and the Newark store loss,
it is believed that adequate provision has been made to cover
possible additional assessments.

Various Other

ALPHA PORTLAND CEMENT COMPANY
Notes to Financial Statements

Note E: The method prescribed by the Internal Revenue Service
for computing the percentage depletion deduction allowed to cement

companies for Federal income tax purposes has been successfully
challenged in certain court cases during 1957 and 1958. For the
years ended December 31, 1957 and 1958 the Company has com-
puted its provision for Federal income taxes using the method that
these court cases indicate will be allowed. Based on the additional
depletion allowance computed under this method, claims and amend-
ments thereto for refund of Federal income taxes aggregating ap-
proximately $6,500,000, exclusive of interest, have been filed by the
Company for the years 1951 to 1956, inclusive. In order to protect
certain of these claims, the Company has brought suits in the
appropriate District Court for recovery of approximately $2,000,000
of the above income taxes. As the percentage depletion computation
used in the claims has not yet been agreed to by the Internal Reve-
nue Service, the Company has not reflected the claims in the
accompanying financial statements,

LEHIGH PORTLAND CEMENT COMPANY
Notes to Financial Statements

Note 2: Federal Income Taxes in Controversy—As explained on
page 6 of this report the Company has filed claims with the Treasury
Department for a portion of Federal income taxes, aggregating
approximately $13,000,000 (excluding interest), paid for the years
1951 to 1955. The amount claimed has been determined by com-
puting the deduction for depletion on a basis upheld in the Federal
courts for other cement companies. Suits have been instituted for
the recovery of taxes claimed, but it is impossible to estimate the
amount of such recovery and, therefore, the claims have not been
reflected in the statement of financial position.

In 1956, 1957 and 1958 the Company charged earnings with
provisions for Federal income taxes based on the more favorable
depletion allowance. Returns have been filed and taxes paid for
1956 and 1957 and will be filed for 1958 on the same basis. The
Company also made precautionary special charges in these years,
for the tax on the depletion in controversy, of $2,400,002, $1,800,000
and $1,900,000, respectively, a total of $6,100,000.

Federal Income and Excess Profits Taxes

AMERICAN SMELTING AND REFINING
COMPANY
Current Assets:

Cash ... ... ... ... ... ... ... .. $ 14,587,175
U.S. Government and other marketable
securities . ... .. ... ... ... —
Accounts receivable—less reserve ... .. 28,567,456
U.S. excess profits tax recoverable 1,922,382
Inventories (Note 2) ............... 116,696,598
Materials and supplies .............. 17,959,900
Prepaid expenses ................... 832,401
Total current assets . .......... $180,565,912

CITY STORES COMPANY
Investments and Other Assets:
Investments in and net receivables from un-
consolidated subsidiaries ....... .. ... . $2,323,583
U.S. Government securities deposited as se-

curity under leases ...... ... ... ... 118,720
Mortgages receivable, sundry investments
and other items ........... ... ...... 883,268
Refundable income and excess profits taxes
of prior years .. ......... ... ... ... 180,267
Suspense . ........ ... ... 933,725
$4,439,663

FIXED ASSETS—Basis of Valuation

Of the 600 survey companies, 556 disclosed the
basis used in the valuation of fixed assets or properties
as presented in their balance sheets. Table 17 sum-
marizes the various bases used by the survey companies
in valuing their fixed assets. The great majority of these
companies valued their properties, plant and equipment
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at “cost.” The method of valuing “subsequent addi-
tions” whenever indicated was usually “cost.” Few
companies disclosed a basis of valuation of fixed assets
other than “cost.”

Examples

Tlustrations of the various methods of presentation
of the value of fixed assets as disclosed in the 1958
reports are as follows:

At Cost

BOND STORES, INCORPORATED
Fixed Assets—at Cost—Note B:
Land and buildings .. $9,505,861.96
Less: Reserves for de-

preciation . ... .. .. 1,786,784.09  7,719,077.87
Machinery, furniture, fix-
tures and equipment 7,468,530.64
Less: Reserves for de-
preciation ....... 4,124,744.89  3,343,785.75
Alterations, improve-
ments and leaseholds 6,489,110.32
Less: Reserves for am-
ortization .. ... ... 3,468,313.30  3,020,797.02
$14,083,660.64

Note B: Land in the amount of $5,549,393.34 and buildings in
the amount of $3,956,468.62, totaling $9,505,861.96, consist princi-
pally of property located at 45th Street and Broadway, New York
City, owned by Adda, Inc., a wholly-owned subsidiary; properties
in Rochester, New York, including the factory owned by Bond
Martin St. Corp., a wholly-owned subsidiary; property located in
Chicago, Illinois, owned by Stajac, Inc., a wholly-owned subsidiary;
a factory in New Brunswick, New Jersey; and a shirt factory located

Section 2: Balance Sheet

TABLE 17: PROPERTY—FIXED ASSETS

Basis of Valuation

1958 1957 1955 1950

Cost (*Co. Nos. 91, 271, 360,

412, 553,586) ............. 488
Cost plus appraisal value (*Co.

Nos. 62, 265, 383, 420, 546,

562) ... 10
Cost plus assigned, estimated, or re-

vised values (*Co. Nos. 80, 151,

226, 436) ................. 4

Cost plus cost in cash or securities
Cost plus various other bases (*Co.
Nos. 48, 147, 177, 438, 542) . 14

Cost in cash or securities (*Co.
Nos. 56, 142, 165, 510) .... 4
Cost in cash or securities plus sub-
sequent additions at cost (*Co.

Nos. 54,470) .............. 2
Cost in cash or securities plus esti-

mated and nominal values or as-

signed values . ............ .. —
Cost or below cost (*Co. Nos. 64,

292, 314, 431, 571) ........ 5
Approximate cost (*Co. Nos. 122,

162, 207, 285,467) ......... 6

Approximate cost plus appraisal or
revised values

Appraisal value with subsequent
additions at cost (*Co. Nos.
156, 249, 313, 402, 536, 563) 10
Appraisal value with subsequent
additions at cost plus various
other bases

Assigned value with subsequent
additions at cost (*Co. Nos.

in Meridian, Mississippi, owned by Burnley Shirt Corporation, a 273, 327) ... 2

wholly-owned subsidiary. . .

The property owned by Adda, Inc., a wholly-owned subsidiary, is Rev,ls,ed value with subsequent ad-

subject to a first mortgage in the amount of $2,451,871.93, payable ditions at cost (*Co. Nos. 354,

in q(;xartexé)lr1 instalhltitlelnts to Decgml:)ersw, 19?’9. The L;Irolll)erty lo& 494) ... 2

cated in icago, Illinois, owned by Stajac, Inc., a wholly-owne : : _

subsidiary, is subject to a first mortgage in the amount of Rev_ls.ed value with subse_quent ad
$2,545,000.00, payable in quarterly installments to December 17, ditions at cost plus various other

1967. At each of the said dates the unamortized balance of the re- bases ..................... —_

spective mortgages becomes due and payable. The Corporation is e . .

not liable under any of such mortgages, being in each case a lessee Acquisition value with subsequent

of the property, or a substantial part thereof, under long term leases; additions at cost . ........... —_

such leases are assigned as collateral under the mortgages, re- . ..

spectively. Basis of predecessor plus additions
at cost (*Co. Nos. 96, 221,
BOOTH FISHERIES CORPORATION 253,575,593) ...

Plant and Equipment: Cost Reserves Book value (*Co. No. 230) .... 1
Land ... ... $ 336269 § — Book value with subsequent addi-
Buildings and leasehold im- ’ tions at cost (*Co. No. 445) .. 1

proyements e 3,415,397 1,825,643 Reproductive value with subse-
Machinery and equipment .. 2,783,832 1,292,622 quent additions at cost (*Co.
Automotive equipment . ... 516,961 361,323 NO.67) .o 1
Floating equipment ....... 1,672,122 865,135 I
$8,724,581 $4,344,723 Number of Companies
‘ Stating valuation basis for fixed
THE B. F. GOODRICH COMPANY assets . ... 556

Property: . . Not stating valuation basis for

Land, buildings, machinery, equipment fixed assets ................ 44
and leasehold improvements, at cost $347,385,014 Total 600

Accumulated depreciation and amorti-

zation 180,040,696

$167,344,318

*Refer to Company Appendix Section.
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GENERAL BAKING COMPANY
Property and Plant (at Cost):

Land ... ... ... . ... .. ... . ... $ 3,253,814

Buildings, machinery and equipment .. 61,456,342
Less: Depreciation .............. 32,718,407
$28,737,935

Total property and plant ... .. $31,991,749

GOOD HUMOR CORPORATION
Fixed Assets, at Cost:

Buildings .. .......................... $1,014,600

Machinery and equipment .............. 2,430,343
Automobiles and trucks ............... 3,317,692
6,762,635

Less: Allowance for depreciation .. ... 3,799,264
2,963,371

Land ........ ... ... ... . ... ... . ...... 386,038
$3,349,409

HUDSON PULP & PAPER CORP.
Fixed Assets, at Cost—Notes C and H:
Land, buildings, equipment, woodlands
and timber and water rights ......... $70,306,607
Less: Reserves for depreciation, amorti-

zation and depletion . ........... .. 25,059,934
45,246,673

Construction in progress ............. 1,733,398
$46,980,071

Note C: Depreciation, amortization and depletion charged to in-
come for the year ended August 31, 1958, amounted to $3,680,048.

Note H: Commitments for woodlands, plant, machinery and
:guispment aggregated approximately $2,000,000 as at August 31,
58.

KUHLMAN ELECTRIC COMPANY
Property, Plant and Equipment, at Cost Less
Reserves for Depreciation:

Land ......... ... ... ... .. .. .. ... $ 47,135
Leasehold improvements ............... 149,057
Buildings and building equipment ....... 620,955
Machinery, equipment, furniture and fixtures 1,569,547

$2,386,694
Less: Reserves for depreciation .......... 1,212,233

$1,174,461

SHOE CORPORATION OF AMERICA
Fixed Assets—at Cost:
Land ......... ... .. ... ... .. .... $ 56,693.50

Buildings, less depreciation $409,003.87 461,421.35
Leaseholds and leasehold improvements,
less amortization $2,283,098.82 .... 2,605,828.75
Machinery, furniture and fixtures, less
depreciation $2,175,884.55 ..... ... 1,956,332.40
Fixtures and improvements in progress . 51,820.49
$5,132,096.49

Cost Plus Various Other Bases

DIAMOND GARDNER CORPORATION
Other Assets: .
Investment in wunconsolidated English

subsidiary, at cost ................ $ 3,863,000
Other investments and long-term notes
receivable .. ... ...... .. ... ... .... 4,143,000

Standing timber and cutting rights, at cost 4,756,000
Property, plant and equipment (Note 4) 67,525,000
Prepaid expenses and other assets . ... .. 2,437,000

Note 4: Property, plant and equipment consist of the following:
December 31,

1958 1957
Land, at cost or less .................. $ 1,537,000 $ 1,567,000
Buildings and equipment at cost (including
construction in progress, 1958 — $3,-

246,000; 1957 — $20,277,000) 108,648,000 95,481,000

110,185,000 97,048,000
42,660,000 36,037,000

$ 67,525,000 $61,011,000

Depreciation allowance ................

WEYERHAEUSER TIMBER COMPANY
Timber and timberlands, etc., at March 1,
1913 values, plus subsequent additions at
COSt ..o $114,587,563

Cost in Cash or Securities

CHILE COPPER COMPANY
Property, Plant and Equipment:
Mines and mining claims, water rights and
lands for metal producing plants—see
Note D ......................... $ 99,689,518
~ Buildings and machinery at
mines, reduction works,
power plants, railroads
and scows—see Note D $234,216,736
Less depreciation, obso-
lescence and amortiza-
tion ..............

115,467,421 118,749,315

$218,438,833

Note D: Property, Plant and Equipment—DBasis of Valuation

(a) Property, plant and equipment are included in the Consoli-
dated Balance Sheet on the basis of cost to the consolidated group
either in cash or in stock of the parent company at par value.

No representation is made that the values at which property,
plant and equipment are carried in the Consolidated Balance Sheet
indicate current values.

(b) As required by the United States Treasury Department, valu-
ations of mining properties, determined for depletion purposes in
connection with Federal income taxes, have been recorded on the
books but these values have not been reflected in the published ac-
counts of the Company.

The Company has consistently followed the practice of publishing
its accounts without deduction for depletion of metal mines, and
no such deduction is included in these financial statements.

CONTAINER CORPORATION OF AMERICA
Plant and Equipment, at Cost (Including
Properties Acquired for Capital Stock):
Gross Reserves
Land and tim-
berland, less
depletion .
Buildings . ..
Machinery,
equipment,
etc. ......
Leaseholdand
leasehold
improve-
ments . ...
Plants under
construction — —_ —_

$178,539,340 $68,818,052 $109,721,288

$ 9,081,826 —
36,216,666 11,848,025

$ 9,081,826
24,368,641

124,651,369 50,775,361 73,876,008

8,589,479 6,194,666 2,394,813
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Fixed Assets:
Land . ......... ... ... . ... . ... ... $ 470,666.50

Water-power rights . ......... ... .. .. 437,350.00
Buildings, machinery and
equipment ......... $7,854,615.60
Less reserve for depre-
ciation .......... .. 3,946,467.69  3,908,147.91
Total fixed assets (Note 1) .... $4,816,164.41

Note 1: Fixed assets are stated at cost of acquisition in 1937 from
a predecessor company on the basis of cash paid and securities
1ssged 1therefor, plus subsequent additions at cost, less retirements
and sales.

Appraisal Yalue with Subsequent Additions at Cost

THE AMERICAN DISTILLING COMPANY
Property, Plant and Equipment:

Stated at values, including allowance for de-
preciation determined by independent ap-
praisers at December 31, 1934, plus sub-
sequent additions at cost, less retirements:

Buildings, machinery and equipment ... $8,400,180
Less: Allowance for depreciation and
amortization . ........ .. .. ... ..... 4,734,500
$3,665,680
Land .. ... .. ... .. . ... .. ... .. ... .. 128,053
$3,793,733
AMERICAN OPTICAL COMPANY
Plant and equipment, at 1921 appraised
values, plus subsequent additions at cost,
less accumulated depreciation and amor-
tization of $21,822,189 . ... .......... $16,880,060

THE CUDAHY PACKING CO.
Plant and Equipment:
Land, at appraised value at October 30,
1915, plus subsequent additions at cost $ 1,161,017
Buildings, machinery and
equipment, at cost—par-
tially as determined by a
cost appraisal as of Octo-
ber 30, 1939, by indepen-

dent engineers .. ...... $43,985,230
Less—Reserves for deprecia-
tion ......... ... ... .. .. 18,754,429 25,230,801

$26,391,818

NATIONAL-U.S. RADIATOR CORPORATION
Property, Plant and Equipment (Note 1):
Buildings . ... ... ... ... . ... ... .. ... $ 4,494,083

Machinery and equipment, etc. . ... .. .. 12,094,854
16,588,937

Less, accumulated depreciation .. .. .. . 8,907,949
7,680,988

Land ...... ... . ... .. ... ... ... .. 653,091
$ 8,334,079

Note 1: Property, plant and equipment is stated at cost except for
certain items acquired prior to 1938 which are carried at utiiization
values established by an independent appraisal.

Basis of Predecessor Company with
Subsequent Additions at Cost

THE BILLINGS & SPENCER CO.

Plant Assets (Note 2) ................ $3,493,545.15
Less: accumulated depreciation and am-
ortization . ................ce.ia.. 2,480,677.25

Plant assets—net recorded value . .. ... $1,012,867.90

Note 2: The property, plant and equipment of The Billings &
Spencer Company, acquired in part from the Company’s predecessor
pursuant to reorganization proceedings, is stated at the transferor’s
basis at November 19, 1928, plus additions at cost, less retirements
and accumulated depreciation and amortization subsequent to No-
vember 19, 1928. Dies, tools, jigs and fixtures are stated at the trans-
feror’s basis at November 19, 1928 and, in accordance with the
established practice of the Company, are not subject to annual
depreciation charges but current replacements are charged to manu-
facturing costs and expenses, Plant assets of subsidiary corporations
are stated at cost.

GENERAL MILLS, INC.
Other Assets:
Sundry costs chargeable to future periods $ 4,923,978

Land, buildings, and equipment (Note 3) 95,573,735
Miscellaneous assets ... .............. 1,134,622

Goodwill, trade-marks, trade names, and
other intangibles ................. 2,429,891
Total other assets ............. $104,062,226

Note 3: Land, Buildings, and Equipment—

Buildings and equipment ......................... $146,847,344
Less accumulated depreciation .................. 54,589,034
Depreciated cost of buildings and equipment ...... 92,258,310
Land .. ... e 3,315,425
$ 95,573,735

Land, buildings, and equipment are stated generally at gross valua-
tions placed by the company on the properties acquired (represent-
ing in most cases actual or estimated cost to the vendor) together
with the cost of subsequent additions, less retirements and amounts
written off. Accumulated depreciation includes amounts accrued
at date of acquisition equal to the excess of the gross valuation over
the cost to the company. Thus, the depreciated amount for buildings
and equipment represents the portion of the cost not yet allocated
as a charge against operations, and does not purport to be either
a realizable or replacement value.

Net expenditures for physical facilities in the year ended May 31,
1958, totaled $15,858,711. Gross book value of property sold or re-
tired totaled $3,915,008. Authorized but unexpended appropriations
{gr additions and improvements aggregated $9,780,838 at May 31,

58.

TERMINOLOGY FOR "ACCUMULATED DEPRECIATION"

The committee on terminology of the American In-
stitute of Certified Public Accountants recommended
that use of the word “reserve” should be avoided in
connection with accounts such as “accumulated depre-
ciation.” The survey of the 600 companies indicates
that there has been a definite trend in this direction. In
1950, 275 companies used the term “reserve” as com-
pared with 134 companies in 1958. The term “accumu-
lated” has gained wide acceptance, increasing in usage
from 98 companies in 1950 to 249 companies in 1958.
The term “allowance” was used in 1958 by 118 com-
panies as compared with 108 companies in 1950.



Terminology for Accumulated Depreciation

Table 18 summarizes the terminology used to de-
scribe accumulated depreciation. The first section of the
table shows the frequency of the primary terms, such
as “reserve,” “accumulated,” “allowance,” etc., as used
in the balance sheets. The second section of the table
classifies the various secondary terms used in the bal-
ance sheet descriptions, showing for the year 1958
the frequency of their combination with the primary
terms.

Examples

Selected from the 1958 survey reports are the follow-
ing examples of the types of balance sheet terminology
for accumulated depreciation:

Reserve— (134 Companies):

69

“Reserve(s) for depreciation and amortization” (*Co.
Nos. 48, 304, 411, 451, 490)

“Reserve(s) for depreciation and depletion™ (*Co. Nos.
363, 475)

“Reserve(s) for depreciation, depletion and amortiza-
tion” (*Co. Nos. 14, 70, 157, 402)

“Reserve for depreciation, depletion, etc.” (*Co. No. 23)

“Reserve(s) for depreciation and obsolescence” (*Co.
No. 125)

“Reserve(s) for depreciation, obsolescence and amorti-
zation” (*Co. No. 51)

“Reserve(s) for depreciation, amortization, and deple-
tion (*Co. Nos. 79, 301)

“Reserve(s) for depletion and depreciation (*Co. Nos.
501, 565)

“Reserves for depreciation, depletion and intangible de-
velopment costs (*Co. No. 169)

“Reserves for depreciation and depletion and other prop-
erty reserves” (*Co. No. 353) .

“Reserves for depreciation, amortization and retirement”
(*Co. No. 555)

“Reserves” (*Co. Nos. 103, 165, 192, 217, 322, 524)
“Reserve(s) for depreciation” (*Co. Nos. 8, 16, 31, 55,

61, 245) *Refer to Company Appendix Section,

TABLE 18: ACCUMULATED DEPRECIATION

Primary Descriptive Term *1958 1957 1955 1950
A: Reserve—used alone ............................... 12 14 9 i 275
Reserve, etC. . ... .. ... ... ... 122 133 157 -
B: Accumulated, etc. . ..... ... .. ... 249 230 190 98
C: Allowance, etC. ... . .............uii 118 120 127 108
D: Depreciation—used alone ... ............... .. ........ 35 38 41 % 30
Depreciation, etc. ........... ... ... .. ... ... .. .... 43 39 44
E: Provision, €tc. . ............ ... ... .. 8 10 13 17
F: Accrued, etc. .. .......... . . ... 2 2 3 4
G: EBstimated, etc. .......... ... ... ... 3 3 3 2
H: Wear and exhaustion ............................... — — 17
Wear of facilities ...... ..... ... .. ... ... ... ...... 1 1 1
Portion allocated to operations ........................ 2 2 3
Portion charged to operations ........................ 1 1 —
Amount charged to expense . .................... ..... 1 1 J IS 16
Amount charged to operations . .. ........ ... ... ... .. 2 4 2
Amount charged to past operations . ................. .. — — 2
Amounts applied to past operations .................... —_— — 1
Depreciated cost . ... . ......... ... . ... ... 1 1 1
Depreciated ledger values ........................... — 1 _ 1 o
Total ... ... ... . .. 600 600 600 600
Primary Term Shown Above:
None 1958
*1958 Term Used with: A B C E F G H Used Total
Depreciation . ................ 58 125 61 2 1 — 37 284
Depreciation—amortization ... .. 40 81 37 4 — 1 1 21 185
Depreciation—amortization—
depletion ....... ... . ... ... 8 19 10 1 1 — — 10 49
Depreciation—amortization—
obsolescence ... ............ 1 4 1 — — — — 1 7
Depreciation—depletion .. . ..... 8 13 8 1 — 1 — 9 40
Depreciation—obsolescence . . . .. 4 3 1 — — — — —_ 8
Other phrases used ............ 3 4 — — — 1 7 — 15
Reserve—used alone ... ..... .. 12 — — — — - — — 12
Total .. .............. 134 249 118 8 2 3 8 718 600

|
Il
’I
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“Reserve for depreciation and obsolescence charged to
operations” (*Co. No. 11)

“Reserve for depreciation and obsolescence” (shown on
liability side of the balance sheet) (*Co. Nos. 207,
467)

“Depreciation, depletion, and amortization reserves”
(*Co. No. 516)

Accumulated—(249 Companies) :

“Accumulated depreciation” (*Co. Nos. 247, 406, 433,
454, 521, 541)

“Accumulated depreciation and amortization” (*Co.
Nos. 50, 101, 123, 275, 280, 350, 359)

“Accumulated depreciation, depletion, and amortization”
(*Co. Nos. 140, 180, 299, 430, 500)

“Accumulated depreciation, amortization and obsoles-
cence” (*Co. Nos. 34, 118, 159, 188)

“Accumulated depreciation and depletion” (*Co. Nos.
10, 132, 385, 398, 446)

“Accumulated depreciation and obsolescence” (*Co.
Nos. 160, 254, 261)

“Accumulated amortization” (*Co. No. 541)

“Accumulated depreciation, amortization and in 1957
general plant reserve” (*Co. No. 131)

“Accumulated depreciation and quarry depletion” (*Co.
No. 272)

“Accgmulated depreciation, depletion, etc.” (*Co. No.
296)

“A;;gmulated depreciation and revaluation” (*Co. No.

)

“Accumulated wear and exhaustion” (*Co. No. 319)

“Accumulated portion of cost allocated to operations as
depreciation” (*Co. No. 418)

“Accumulated allowances for depreciation and amortiza-
tion” (*Co. Nos. 199, 427)

“Accumulated allowances for depreciation” (*Co. Nos.
152, 488)

“Accumulated depreciation, amortization and depletion”
(*Co. No. 200)

“Accumulated depletion, depreciation and amortization”
(*Co. No. 534)

“Accumulated depletion, depreciation and other allow-
ances” (*Co. No. 553)

“Accumulated depreciation, amortization and adjust-
ments for loss in value” (*Co. No. 214)

“Accumulated allowances for amortization, depletion
and depreciation” (*Co. No. 21)

“Acc;lmulated depreciation at normal rates” (*Co. No.
117)

Allowance—(118 Companies) :

“Allowance(s) for depreciation” (*Co. Nos. 84, 174,
255, 273, 575, 577)

“Allowance(s) for depreciation and amortization” (*Co.
Nos. 409, 482, 491, 546, 576)

“Allowances for depreciation, amortization, and deple-
tion” (*Co, Nos. 373)

“Allowances for depreciation, amortization, and obso-
lescence” (*Co. No. 345)

“Allowance(s) for depreciation and depletion” (*Co.
Nos. 235, 459)

“Allowances for depreciation and obsolescence” (*Co.
No. 204)

“Allowances for depreciation, depletion, amortization,
and loss on abandonments and replacements, as an-
nexed” (*Co. No. 257)

“A{l%v;ance for depletion and depreciation” (*Co. No.

*Refer to Company Appendix Section.

“Allowances for depreciation, depletion, and amortiza-
tion” (*Co. Nos. 404, 469, 472)

“Allowance for depreciation, depletion, etc. (*Co. No.
208)

“Allowances for depletion, depreciation and amortiza-
tion” (*Co. No. 414)

“Depreciation allowance” (*Co. No. 195)

Depreciation—(78 Companies) :

“Less—Depreciation” (*Co. Nos. 7, 35, 82, 178, 246,
306, 396, 400)

“Depreciation and amortization” (*Co. Nos. 141, 251,
297)

“Depreciation and depletion” (*Co. Nos. 519, 586)

“Depreciation, depletion and amortization” (*Co. No.
236)

“Depreciation, obsolescence and amortization” (*Co.
No. 142)

“Depreciation to date” (*Co. Nos. 356, 585)

“Depreciation and depletion to date” (*Co. No. 59)

“Depreciation reserves” (*Co. No. 114)

“Depreciation and amortization to date” (*Co. No. 379)

“Depreciation, amortization and depletion” (*Co. Nos.
32, 307)

“Depreciation, amortization and cost depletion” (*Co.
No. 341)

“Depreciation” (*Co. Nos. 57, 308)

“Depreciation and amortization” (*Co. Nos. 75, 94)

“After deducting depreciation $XXX” (*Co. No. 557)

Provision—(8 Companies) :

“Provision for depreciation” (*Co. Nos. 99, 286)

“Provision for depreciation and amortization” (*Co.
Nos. 65, 71, 410, 429)

“Provision for depletion and depreciation” (*Co. No.
144)

“Provision for depreciation, depletion and amortization,
and less property written off” (*Co. No. 568)

Accrued, Estimated, or Various Other Terms—(13 Com-

panies) :

“Accrued depreciation” (*Co. No. 533)

“Accrued depreciation, depletion and amortization”
(*Co. No. 12)

“Estgimated depreciation and amortization” (*Co. No.
191)

“Estimated depreciation and depletion” (*Co. No. 318)

“Estimated cost of wear and exhaustion (depreciation
and amortization)” (*Co. No. 119)

“Amount charged to expense to date” (*Co. No. 369)

“Amount charged to operations to date” (*Co. No. 81)

“Amounts charged to operations as depreciation and
amortization” (*Co. No. 213)

“Plant and equipment at depreciated cost” (*Co. No.
317)

“Portion allocated to operations to date” (*Co. No. 83)

“Portion charged to operations to date as depreciation”
(*Co. No. 590)

“Portion of original cost allocated to operations to date”
(*Co. No. 130)

“Reduced for wear of facilities” (*Co. No. 589)

LONG-TERM LEASES—Disclosure by Lessees

Table 19 summarizes the nature of the information
disclosed in the 1958 survey reports with regard to long-
term leases and the related methods of disclosure.
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TABLE 19: LONG-TERM LEASES

Details set forth in:

Letter to
. Foot- Stock- 1958
Disclosures by Lessees notes holders Total
Annual rental amount (*Co. Nos. 61, 102, 227, 383, 431, 500) ............ 104 4 108
Aggregate rental amount (*Co. Nos. 203, 350, 386, 398, 489) ............ 4 1 5
Lease expiration date (*Co. Nos. 179, 221, 365, 481, 484) ................ 24 1 25
Number of leases (*Co. Nos. 13, 35, 231, 271, 329, 457) ................ 42 4 46
Renewal option (*Co. Nos. 124, 179, 221, 358,413, 432) . ............... 14 1 15
Sell-lease-back feature (*Co. Nos. 11, 123, 315, 342, 410, 427) ............ 17 11 28
Term of leases (*Co. Nos. 9, 162, 243, 379, 482, 542) .................. 58 2 60
Total ... . . e 263 24 287
Number of Companies
Setting forth details of long-term 1€aSES .. ... .. .. ... ..ttt e e e 93
Mentioning long-term leases but omitting details thereof ........ ... .. .. .. . . .. .. e 72
Indicating long-term leases (without mention thereof) by reference to leaseholds or leasehold improvements .... 51
216
Neither referring to nor indicating long-term leases ................ ... ... ... ... .. ... ... .. ... ... 384
otal . . 600

*Refer to Company Appendix Section.

There were 216 survey companies that referred to,
or implied, the existence of long-term leases in their
1958 reports. One hundred twenty-three of these com-
panies merely mentioned or indicated that such leases
existed or did not furnish any details with regard to
them. The remaining 93 companies in this group pro-
vided in varying degrees and combinations such factual
information as the amount of the annual rent, the aggre-
gate rental, the term of the lease or its expiration date,
the number of leases, information as to renewal options,
and details as to sale-and-lease-back provisions. The
foregoing information was usually presented in the foot-
notes to the financial statements.

The necessity for the disclosure in the financial state-
ments or in the notes thereto of information with regard
to long-term leases is discussed in Rule 3-18(b) of
Regulation S-X issued by the Securities and Exchange
Commission and in the Restatement and Revision of
Accounting Research Bulletins (Chapter 14) issued by
the committee on accounting procedure of the Ameri-
can Institute of Certified Public Accountants.

Where the rentals or other obligations under long-
term leases are material in the circumstances, it is rec-
ommended that disclosure should be made in financial
statements or in notes thereto of the amounts of annual
rentals to be paid under such leases with some indica-
tion of the periods for which they are payable, and any
other important obligation assumed or guarantee made
in connection therewith.

Examples—Long-Term Leases

Examples selected from the 1958 annual reports to
illustrate the various types of long-term lease disclosures
are as follows:

Disclosure by Lessees

AIR REDUCTION COMPANY
Notes to Financial Statements

Note D: The unexpended portion of amounts authorized for
capital expenditures at December 31, 1958 approximated $29,150,000,
as to which commitments have been made respecting approximately
$20,600,000. At the same date the Company was lessee under leases,
ending more than three years after that date, having an aggregate
annual rental of approximately $1,850,000.

CENTRAL SOYA COMPANY, INC.
Notes to the Consolidated Financial Statements

Note 6: Long Term Lease—During the year the company entered
into an agreement with The Glidden Company to lease, as of
September 1, 1958, the grain storage facilities, protein, flour and
lecithin production units, a research laboratory and soybean proc-
essing facilities formerly operated by The Glidden Company as its
Chemurgy Division. The lease is for a period of three years at an
annual rental of $2,175,000 with an option to purchase the prop-
erties on August 31, 1961 for $8,550,000. The agreement also pro-
vides that during the three-year period the company will pay, in
addition to the base rental, all taxes assessed against the leased
properties and the cost of insurance and maintenance on said
properties.

COLONIAL STORES INCORPORATED
Notes to Consolidated Financial Statements

Note 7: Commitments and Contingencies—(a) At December 27,
1958, the companies were lessees of warehouse, store and other
properties under 620 leases, of which 457 have terms extending
beyond three years from that date. The rentals for the year 1959
under the leases expiring after 1961 aggregate $6,134,149 plus, in
some instances, real estate taxes and other expenses, or increased
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amounts based on percentages of sales; approximately 40% of such
aggregate relates to leases expiring within ten years and the major
portion of the balance to leases expiring in from ten to twenty-five
years.

(b) The Federal income tax returns of the parent company for
the years 1954 to 1957, inclusive, are pre_sentlx under examination
by the Internal Revenue Service and certain adjustments have been
proposed. The major issues are to be contested; it is not practicable
at this time to estimate the ultimate liability, if any, which may
result.

CONTINENTAL BAKING COMPANY
Notes to Financial Statements

Note I: In 1953 the Company entered into an agreement, which
may be canceiled on eighteen months’ notice, under the terms of
which substantially all trucks to be acquired thereafter by the
Company and its subsidiaries will be leased rather than purchased.
Rentals for trucks leased as of December 27, 1958 will amount
to approximately $3,000,000 in 1959. In addition the Company
had other leases covering automotive equipment at December 27,
1958 on which the annual rental will amount to approximately
$495,000 in 1959.

The Company has entered into, or was negotiating at December
27, 1958, sale-lease-back agreements covering certain properties for
periods of twenty, twenty-five and thirty years. The costs of certain
new properties, which will be reimbursed upon sale-lease-back, are
included in sundry accounts receivable. It is estimated that aggre-
gate annual rentals covering real properties held under leases ex-
piring subsequent to December 31, 1961 amount to $1,700,000.

CONTINENTAL OIL COMPANY
Notes to Financial Statements

Note 9: At December 31, 1958, the Company had long-term
leases on certain service station facilities, office buildings and plant
facilities, the aggregate annual rentals being approximately $4,900,000.
The Company was also obligated under long-term agreements
with companies in which it has substantial stock investments to
provide specified minimum revenues from product shipments or
purchases. No loss is anticipated by reason of such agreements.

GIMBEL BROTHERS, INC.
Notes to Financial Statements

Note 5: The Company and its subsidiaries had twenty-two leases
in effect at January 31, 1958 for terms of more than three years.
These provide for present aggregate minimum annual rentals of
about $2,160,000 plus real estate taxes (these amounts are included
with taxes) and, in certain instances, other expenses and additional
amounts based on percentages of sales. All long-term leases which
have annual rentals in excess of $100,000 each expire between 1966
and 1987 and all but one have renewal privileges.

LOCKHEED AIRCRAFT CORPORATION

Notes to Financial Statements

Note 10: Rent commitments under various long-term leases re-
quire annual payments, excluding property taxes and insurance, of
from $3,500,000 to $2,800,000 through 1971 and from $1,800,000
to $900,000 for the years 1972 through 1981.

MOHASCO INDUSTRIES, INC.
Balance Sheet
Other Non-current Liabilities:
Long-term rentals on Amsterdam properties

(Note 4) .. ... . ... .. ... ... ...... $6,601,545
Estimated liability under pension plans ... 1,408,980
Other liabilities and deferred credits . .. . .. 251,397

Total other non-current liabilities .. $8,261,922

Note 4: Sale and Lease of Amsterdam Properties—In December
1958 certain land and buildings in Amsterdam, New York, owned
by a subsidiary, Greenville Mills, Inc., were sold for cash of
$2,500,000 and a 5% purchase money mortgage receivable of
$8,000,000 and thereupon these properties were leased to Mohasco
Industries, Inc. The gain on this sale, $8,450,923 net of applicable
state taxes and expenses (no Federal income taxes payable, see Note
T7), is included as a special item in the statement of income. The
mortgage receivable and interest thereon are due in equal quarterly
instalments of $130,084 from April 1, 1959 to October 1, 1966 and
$219,282 thereafter to October 1, 1976, which sums are to be ap-
plied first to interest and the balance to principal.

The liability for rentals due over the term of the lease, net of
the estimated future tax effect, has been provided by a special
charge in the statement of income.

PENN FRUIT CO., INC.
Notes to Consolidated Financial Statements

Note 7: Long-Term Leases and Commitments—The Company
had 68 leases on properties in use, expiring more than three years
after August 30, 1958. Such leases call for minimum aggregate
annual rentals totaling $2,858,270 of which about 18% relate to
leases expiring within 15 years and the remainder relate to leases
expiring from 15 to 35 years, with the exception of one lease
expiring in 98 years.

The Company has entered into additional long-term leases cover-
ing 7 proposed supermarkets which provide for minimum aggregate
annual rentals of $322,219, the rentals to commence at the various
dates of completion.

The sum of $185,988 in aggregate rent on leases of transportation
equipment was payable in quarterly installments of varying amounts
through July 26, 1961. The leases contain options to purchase the
equipment at prices declining in proportion to rentals paid.

The sum of $817,297 in aggregate rent on leases of automatic
sprinklers and other store equipment was payable monthly in
annual rentals of $157,804 at various dates extending through April
30, 1966. In addition, the sum of $83,054 in aggregate rent on leases
of automatic sprinkler and other equipment for 3 supermarkets
under construction was payable monthly in annual rentals of $10,382
at dates extending through July 31, 1967. The leases are subject
to renewal at the option of the Company at nominal rentals.

The contingent liability upon completion of contracts for the
construction of 8 new supermarkets, not reflected in the financial
statements, amounted to approximately $2,750,000. This liability is
covered by commitments from insurance companies and other in-
vestors to purchase and lease back upon completion of the prop-
erties.

SEARS, ROEBUCK AND CO.
Financial Review and Data

Long Term Leases: The aggregate minimum rentals (exclusive of
taxes, insurance and other occupancy charges to be paid by the
Company), under all long term leases (over three years), in effect
at January 51, 1958, for each of the periods shown, are as follows:

1958-60 $59,797,000
1961-65 90,951,000
1966-70 79,077,000
1971-75 67,873,000
1976-80 55,545,000
1981-85 41,535,000
1986-90 19,982,000
1991-95 5,862,000
1996-2000 1,882,000
After 2000 2,455,000

Minimum rental liability over a period of 90 years
(Including estimated liability with respect to
leased properties in process of construction) $424,959,000

The Company is leasing currently a number of store and ware-
house properties from The Supplemental Savings and Retirement
Plan of Sears, Roebuck and Co. Employes, as well as from various
insurance, educational and other institutions, which were originally
purchased or constructed by the Company, and subsequently sold to
the lessors, or which were constructed with funds provided by the
lessors. Most of these leases are for periods of from 30 to 45 years,
with renewal options at reduced rentals for additional periods, and
contain one or both of the following two types of options:

1. The Company can, after a period of years (usually 30 to 45),

purchase the property at the then fair value of the land alone.

2. The Company can, on various specified dates (usually within

the first 25 to 35 years), make a rejectable offer to purchase
the property at specified prices and, in the event the lessor
dhoes1 not accept the offer, can either terminate or continue
the lease.

Sale and Lease Back

AMERICAN MACHINE & FOUNDRY COMPANY
Lease Commitments and Contingent Liabilities (Note G)
Notes to Financial Statements

Note G: The aggregate annual rental payments on long term
leases at December 31, 1958, including rentals on properties sold
and leased back, approximate $1,985,000.

Certain long term installment notes receivable of AMF Pinspotters
Inc. were sold in 1957 to a bank without recourse. Under the
agreement of sale the Company may be required to purchase re-
possessed equipment at the amount of the unpaid balance of the
note involved. The unpaid principal balance of these notes at De-
cember 31, 1958 amounted to $6,772,127.
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CROWN ZELLERBACH CORPORATION

Notes to Financial Statements

Note 3: Properties——Premis'es at various locations are leased
under long-term agreements with expirations ranging from 1961 to
1989 and, in some instances, with renewal privileges at reduced
annual rentals., Current annual rentals under these leases, exclusive
of real property taxes and insurance, aggregate approximately
$2,500,000, including 17 premises leased under sale-and-lease-back
agreements with rentals aggregating $1,829,000.

The Corporation is constructing buildings and plants at two
locations which it will sell upon completion for $19,129,000 and
occupy under long-term leases. At December 31, 1958, $14,909,000
had been expended on these premises of which $9,600,000 had been
recovered as advances on the sales price of one of the projects. As
funds committed to these projects are considered as construction
funds, the amounts recovered have been included in Funds Set
Aside for Plant Improvements, and the remaining amount to be
recovered of $5,309,000 is also included in Other Assets.

LILY-TULIP CUP CORPORATION

From the President’s Letter

—The present plant is held under a sale-lease-back arrangement
and negotiations have been well advanced for the reacquisition of
title from the lessor at a price which approximates depreciated book
cost, believed to be well below present reproduction value. ., . .

J. J. NEWBERRY CO.
Notes to Financial Statements

Note 5: Minimum annual rentals aggregating approximately
$8,100,000 are payable by the company under leases extending
more than five years and approximately 93% of such aggregate
amount is payable annually under leases expiring within thirty years.

During 1958 the company and its subsidiaries sold at a small
profit and leased back store buildings having a net book value of
approximately $4,650,000; the leases (which are subject to renewal
at reduced rentals) have initial periods which are approximately
equal to the estimated useful life of the assets.

TEXTRON INC.

Notes to Financial Statements

Note J: Leases—Annual rentals payable under long-term leases
are approximately $2,500,000. Under certain leases Textron is also
required to pay for insurance, taxes and repairs. In 1958, certain
machinery and equipment was sold at a profit of $1,003,163 and
leased back for a period of seven years.

SMALL TOOLS, CONTAINERS, DIES, ETC.

Small tools, returnable containers, dies, etc., were
disclosed in the 1958 annual reports of 106 of the 600
survey companies. Such assets were generally shown in
the noncurrent asset section of the balance sheet al-
though, as in previous years, items having “inventory”
characteristics were included in the current asset section
under inventories. Table 20 shows the various types of
assets included under the above caption and indicates
the methods of presentation and the basis of valuation
disclosed in the 1958 survey reports.

The examples which follow illustrate the various
methods of presentation and valuation referred to above.

Current Asset Section

CONTINENTAL STEEL CORPORATION
Inventories—
Valued principally at “Lifo” cost or market
whichever lower—
Raw materials ... ..... ... ... ... . ... $4,913,893

Semi-finished and finished products .. .. 4,062,781
At average cost, or cost less depreciation—
Supplies, rolls and similar short-lived

equipment . ................. ... .. 1,845,221

FRUEHAUF TRAILER COMPANY
Inventories—at lower of cost (first-in, first-
out method) or market:

New trailers .. ... .. ... ... ....... .. . $13,372,855
Production parts, work in process, and raw
materials ... ... . ... .. .. ... .. ... 30,322,417
Service parts and orders in process . . .. .. 8,392,380
Used trailers—at appraised values, less es-
timated disposal costs .............. 4,795,089
GRANITE CITY STEEL COMPANY
Inventories—
Finished and semifinished products, at low-
er of average cost or market ... .. .. ... $11,240,605
Raw materials, supplies, and by-products,
at lower of average cost or market ... 18,189,959
Rolls and other short-life equipment, at
depreciated values . . ............ . ... 2,723,911
PFEIFFER BREWING COMPANY
Inventories, at the lower of cost or market:
Beer ... ... ... $ 557,792
Brewing materials . ... ... ... .. .. . ... ... 138,778
Federal and state excise tax stamps 69,669
Bottles, cans and cartons, in-
cluding those held by cus-
tomers .................. $2,139,092
Less, Customers’ deposits 702,738
1,436,354
Bottling supplies ..................... 126,206
Total inventories . ............... $2,328,799

Fixed Assets Section

BRIGGS & STRATTON CORPORATION
Reserves for
Plant and Equipment: Cost Depreciation  Net
Land and land
improvements . $ 1,059,587 $§ 138,664 $§ 920,923

Buildings and

equipment . .. 8,045,795 1,976,540 6,069,255
Machinery and

equipment ... 14,789,317 5,752,250 9,037,067
Office furniture

and fixtures 405,899 263,347 142,552

$24,300,598 $8,130,801 $16,169,797

Patterns, tools, dies, etc.—at fixed amount $ 50,000

$16,219,797

PEPSI-COLA COMPANY
Property, Plant and Equipment:
Land, buildings, equipment, leasehold im-
provements, etc.—at cost (less deprecia-
tion and amortization—1958, $22,112,-
231; 1957, $17,433,332) ........... $25,731,442
Bottles and cases on hand and with trade

(at estimated depreciated values) 8,318,026
Total property, plant and equipment
—net ........... .. $34,049,468

JACOB RUPPERT
Property:
Land, buildings, machinery and equipment,
kegs, bottles, cases, and signs (at cost) $22,738,747

Less reserves .. ................... 14,271,866
Property—net ............ .. $ 8,466,881
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TABLE 20: SMALL TOOLS, CONTAINERS, DIES, ETC.

Balance Sheet Presentation

Shown in Shown in Noncurrent Asset Section
Current Asset Separately  Under Under Under Notes to
Section Under Set Fixed Deferred Other Financial 1958
Type of Assets Inventories Forth Assets Charges Assets  Statements Total
Small tools, tools (*Co. Nos. 64, 92,

194, 213, 497, 578) .............. 5 — 26 1 3 3 38
Dies, lasts (*Co. Nos. 27, 92, 174, 357,

394, 592) ... 2 — 19 1 — 2 24
Jigs, fixtures (*Co. Nos. 119, 194, 281,

357,360) ... ... 1 1 4 1 — 3 10
Molds, chills, flasks, stools (*Co. Nos.

512, 543, 558, 587) .............. 2 — 2 1 — 2 7
Drawings, patterns (*Co. Nos. 12, 174,

281, 558, 561,592) .............. — 5 6 1 1 1 14
Returnable containers, cases (*Co. Nos.

19, 124, 445, 459) . ... ........... 7 — 10 — — — 17
Rolls (*Co. Nos. 27, 170, 172, 270) .. 3 — 1 — — 1 5
Component parts, stores (*Co. Nos. 68,

218, 353, 455, 465,592) .......... 15 1 3 1 6 3 29
Spare parts, spares (*Co. Nos. 56, 199,

308, 350, 419) .................. 1 — — 2 — 2 5
Equipment—annealing, repair, can-mak-

ing, and charging box (*Co. Nos.

170, 172, 202, 270) ............. 4 — — — —_ — 4
Utensils, silverware, signs (*Co. Nos.

480,493) ........ ... L. — — 2 — — — 2
Other (*Co. Nos. 20, 131, 287, 446) .. 2 — 2 p— = . _4

Total ..................... 42 1 15 8 10 17 159
Balance Sheet Valuation
’ ‘ Fixed or
Amortized  Unamortized Nominal Inventory Arbitrary 1958
Type of Asset Value Value Value Value Value Total
Small tools, tools 24 8 — 4 2 38
Dies, lasts ........................ 11 6 2 2 3 24
Jigs, fixtures ... ...... ... .. .. .. ..... 3 4 1 1 1 10
Molds, chills, flasks, stools .......... 3 —_ —_ 3 1 7
Drawings, patterns ................. 5 1 7 — 1 14
Returnable containers, cases ......... 9 1 — 5 2 17
Rolls ............. ... ... ........ 2 — — 2 1 5
Component parts, stores ............ 2 4 —_ 19 4 29
Spare parts, spares ................. — 1 — 3 1 5
Equipment—annealing, repair, can-mak-

ing, and charging box .......... .. 3 — —_ 1 —_ 4
Utensils, silverware, signs ......... .. 2 —_ —_ —_ — 2
Other ......... ... .. ... ... ..... 1 1 — 2 — 4

Total ......... ... ......... 65 26 10 42 16 159
Number of Companies presenting: ' 1958
Small tools, containers, dies, €LC. ... ... .. ... ... .. 106
Account not presented . ... ... ... 494

1 5 Y 600
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Noncurrent Asset Section

CHEMETRON CORPORATION
Sundry Assets:
Loan receivable, 5%2 %, due in monthly in-
stallments to April 15, 1962 .. ... ... .. $ 583,333

Advances to affiliated companies ... ... .. 2,027,155
Other receivables, advances, deposits, etc. 2,163,806
Equipment and repair parts for resale or use
—atcostorless .................... 579,483
Leasehold improvements and sundry equip-
ment—unamortized cost ............. 1,151,807
Total sundry assets ............. $6,503,584
THE EAGLE-PICHER COMPANY
Other Assets:
Repair parts and maintenance supplies ... $ 842,994
Investments, at or below cost, and miscel-
laneous accounts and advances ........ 1,254,532
$2,097,526
EMERSON RADIO AND PHONOGRAPH

CORPORATION
Other Assets:
Unamortized tools and equipment (acquired
for use on United States Government con-
tracts), etc. . ....... .. $ 192,877
Goodwill (arising in connection with acqui-
sition of subsidiary companies) less am-

ortization .......................... 897,851
Investments—at cost .................. 65,000
Trade-marks and patents ............... 1

$1,155,729
THE GRIESS-PFLEGER TANNING CO.
Other Assets:
Machine repair parts, maintenance and lab-

oratory supplies, at average cost ........ $92,510
Investments, at cost . ......... ... ... . .... 4,011

$96,521

UNCONSOLIDATED SUBSIDIARY AND
AFFILIATED COMPANIES

INVESTMENTS AND ADVANCES

A large number of the survey companies disclosed
investments and advances pertaining to unconsolidated
subsidiaries and affiliated companies in their 1958 re-
ports. Table 21 summarizes the various balance sheet
presentations by the survey companies of these invest-
ments and advances. For the purpose of this tabulation
a company has been classified as a “subsidiary” if it
is so described in the annual report or if it is stated
therein to be over 50 per cent owned. An “affiliated”
company is one so described or one in which there is
an ownership of 50 per cent or less. )

The consolidation policies of survey companies fully
or partially consolidating their subsidiaries are dis-
cussed in Section 2, Table 47, “Consolidation of Sub-
sidiary Companies” and are illustrated by applicable
examples.

Basis of Valuation

“Cost” continues to be the most commonly used
basis for carrying investments in, and advances to, un-
consolidated subsidiaries and affiliated companies. All
of the various bases of valuation of such investments
and advances, as shown in the survey reports for the
years 1951, 1955, and 1958, are set forth in Table 21.
As a general rule, the basis of valuation was stated
in the balance sheet description of the asset. In a sub-
stantial number of cases, however, such information
was disclosed only in a footnote to the balance sheet.

Examples—Unconsolidated Subsidiaries
And Affiliated Companies

The following examples, selected from the 1958 re-
ports, illustrate the basis of valuation, the method of
disclosure thereof, the balance sheet presentation, and
various other types of information concerning uncon-
solidated subsidiaries and affiliated companies:

Cost

AMERICAN CAN COMPANY
Investments in and receivables from non-
consolidated subsidiaries (Note 3) .... $10,296,626

Note 3: Investments in and receivables from non-consolidated
subsidiaries are stated at cost and represent principally companies
operating in Mexico, South America and Switzerland. The Com-
pany’s equity in the net assets of non-consolidated subsidiaries at
December 31, 1958, based upon the subsidiaries’ balance sheets, was
substantially equivalent to its investments in and receivables from
these companies.

AMERICAN MACHINE & FOUNDRY COMPANY
Investments, at cost:
Foreign subsidiaries not consolidated (Note

A) o $2,089,626
Other ........ ... ... ... .. ... ........ 1,114,816
$3,204,442

Note A: The consolidated statements include the accounts of all
subsidiaries, except foreign subsidiaries (other than Canadian). The
excess of the Company’s equity in the net assets of foreign sub-
sidiaries not consolidated over the cost of its investment therein
at December 31, 1958 is estimated at $1,184,000.

CONTINENTAL MOTORS CORPORATION
Investments and Other Assets:
Investment in Continental Aviation and En-
gineering Corporation (Notes A and B):
Capital stock (50.94% owned)—at cost $ 327,369

Subordinated notes receivable ........ 2,000,000
Common stock of Lakey Foundry Corpora-
tion (27.56% owned)—at cost (approxi-
mately market) .......... ... ....... 913,785
5% registered unsecured notes of foreign
licensee company—at cost (Note E) . .. 281,250
Miscellaneous .. ...................... 28,929
$3,551,333

Note A: Investment in Continental Aviation and Engineering
Corporation—The equity of Continental Motors Corporation in the
net assets of Continental Aviation and Engineering Corporation
exceeded the investment in the subsidiary by $1,487,487 at October
31, 1958. The accompanying financial statements do not reflect the
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TABLE 21: UNCONSOLIDATED SUBSIDIARY AND AFFILIATED COMPANIES

I: Unconsolidated 11: Affiliated
Subsidiary Company
Balance Sheet Presentation 1958 1955 1951 1958 1955 1951
Investment i . ... ........cuieneiiniitia 141 117 116 122 118 91
Investment in, Advances to .. ............. .. ... 82 82 82 50 39 39
Investment in, Advances to, Receivables due from ... ... 7 — 3 —_ 1 1
Investment in, Receivables due from ................ 22 15 21 10 11 12
AQVANCES 10 . v oo oo — — 1 — 1 } 1
Due fTom .. ...t — 1 — —_ 1
Securities of . ..... ... ... 3 2 — 5 1 —_
Securities or stock of, and advances to ............... 1 — — 2 — —
Other assetS . .. ...t 1 3 — 1 1 =
Total . ... .. .. e 263 220 223 190 173 144
Basis of Valuation
A: Cost .. 112 93 104 99 94 78
B: Cost less T€S€rve .. .........covuurinineienonn 25 25 18 15 20 16
C: Costorbelow cost ...........ccoviuenininiiann.. 23 21 15 23 19 14
D: Cost adjusted for equity in earnings .............. 9 5 3 1 — —_
E: Costless dividends ............................ 1 1 — _ 2
F: Substantiallyatcost ................... ... ...... 1 1 2 — — —
G: Belowcost ....... ... .. . ... .. ... 1 1 —_ — — _—
H: “Not in excess of cost” ........................ 1 2 2 — 1 1
I: Lower of cost or estimated value ................ 1 1 1 — — —
J: Assigned, appraisal, or reorganization value ....... 2 —_ 3 1 — 4
K: Equity in net assets .......................... 17 7 9 1 2 —
L: Equity in net worth less reserves ................ 1 2 3 — —_ —
M: Equity less unremitted profits .................... 1 1 3 1 — —
N: Dated equity value ............................ 1 2 1 —_— — —
O: Asset values at acquisition ...................... 1 1 1 — 1 —
P: Reinstated value .......................... SR — — 1 — — —
Q: Assigned value with additions at cost ............ 2 4 2 — 2 —
R: Estimated realizable or recoverable value ......... 1 1 3 — — —
S: Nominal value ......... ...................... 3 5 10 1 3 —
T: At “No Value” ... ... ... ... ... ... ... ........ 3 1 2 — — —
U: Acquisition value ............................. — — 1 — —_ —
V: Lower of cost orequity - ....................... 2 — — 2 — 1
W: Less reserve to nominal value . ................... — — 1 — — -
Total ... ... . . 208 174 185 144 144 115
Basis of valuation notset forth ...................... 51 63 51 44 37 22
Less reserve—(basis of valuation not set forth) .. ... ... 7 3 8 2 3 9
Total .......... ... .. . ... ... 266 240 244 190 184 146
Number of Companies with Investment Account for:
Unconsolidated subsidiary companies ................ 263 220 223 — — —
Affiliated companies ............. ... . ... .. ...... — — — 190 173 144
Account not presented . .. .......................... 337 380 377 410 427 456
Total ............. ... ... ... . ... .. ... 600 600 600 600 600 600

ll

Refer to Company Appendix Section—

I: Unconsolidated Subsidiary:—A: Co. Nos. 35, 193, 240, 252, 323; B: Co. Nos. 23, 112, 159, 183, 211; C: Co. Nos. 50, 314,
417, 449, 584; D: Co. Nos. 5, 130, 259, 391, 455; E: Co. No. 185; F: Co. No. 178' G: Co. No. 135; H: Co. No, 52; I: Co. No.
211 J: Co Nos 207, 550; K: Co Nos 145 146 231, 304, 559; L: Co. No. 131; M: Co. No. 110; N Co. No. 388; O: Co. No.
398 Q: Co. Nos. 45, 421; R: Co. No. 514; $: Co. Nos. 239, 466 549; T: Co. Nos 140, 351, 476; V: Co. Nos. 42, 105.

II: Aﬁtlzated Company —A: Co Nos. 14, 63, 107, 215, 331; B: Co. Nos. 244, 370, 402, 505, 553; C: Co. Nos. 56, 123, 328, 519,
530; D: Co. No. 536; I: Co. Nos. 105, 180; J: Co. No. 405; K: Co, No. 207; M: Co. No. 110; Q: Co. No. 281; S: Co. No. 558.
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Co{poratlon’s.propo;q'on of the earnings retained for use in the
business of this subsidiary since its organization, which amounted to
$1,113,552 at October 31, 1958, including the Corporation’s propor-
tion ($687,557) of the net earnings of the subsidiary for the year
ended October 31, 1958.

Note B: Guaranty of Certain Long-term Debt of Continental
Aviation and Engineering Corporation—Continental Motors Cor-
poration has unconditionally guaranteed the payment of principal
and interest on a loan to Continental Aviation and Engineering
Corporation by an insurance company in the amount of $2,000,000.
Principal payments begin on October 1, 1960, and the loan matures
on October 1, 1970.

DIAMOND GARDNER CORPORATION
Other Assets:
Investment in unconsolidated English sub-

sidiary, at cost .................... $ 3,863,000
Other investments and long-term notes re-

ceivable ... ... ... . .. ... .. ... . .... 4,143,000
Standing timber and cutting rights, at cost 4,756,000
Property, plant and equipment ......... 67,525,000
Prepaid expenses and other assets ...... 2,437,000

MEDUSA PORTLAND CEMENT COMPANY
Other Assets:

Investment in and advances to subsidiary not
consolidated (railway company—98.9%
owned)—at cost, which is less than equity
in net assets ........................ $102,500

267,576

$370,076

Cost Less Reserve

CARRIER CORPORATION
Prepaid Expenses, Segregated Funds, etc.:

Prepaid expenses and deferred charges .. $ 2,667,684

Funds segregated for expansion ........ 7,500,000
Miscellaneous investments and advances,
including subsidiaries not consolidated, at
cost, less reserves . ................. 3,104,236
$13,271,920

Notes to Financial Statements: Non-consolidated Subsidiaries—
The accounts of certain subsidiaries have not been included in the
consolidated financial statements. The investments in these com-
panies are stated at cost (less reserves) of $2,440,681. The equity of
the Corporation in the net assets and in the earnings of these com-
panies for fiscal 1958 amounted to approximately $5,300,000 and
$690,000, respectively. Dividends of $127,426 were included in the
income of the Corporation for fiscal 1958,

McGRAW-HILL PUBLISHING COMPANY, INC.
Investment in Associated Company—
At cost (net of reserve) ................ $721,759

PENNSALT CHEMICALS CORPORATION
Investments and Advances (Note 1):
Wholly-owned subsidiary companies not con-
solidated .......................... $2,265,321
Affiliated companies and other investments 1,515,783

. $3,781,104

Note 1: Principles of Consolidation—The consolidated financial
statements include all wholly-owned subsidiaries, except two foreign
subsidiaries whose assets are subject to possible currency fluctua-
tions and two domestic non-manufacturing subsidiaries. The ac-
counts of a minor domestic subsidiary, 80 per cent owned, are also
included. Foreign subsidiaries included in consolidation are not
relatively significant in the aggregate.

The Company’s equity in the net assets of the four wholly-owned
subsidiaries not consolidated at December 31, 1958 approximately
equals its investment therein (at cost, less reserve) and advances
thereto, carried on its books at $2,265,321. In determining the above
net assets there was deducted long-term outside indebtedness of
$715,406 and $645,800 incurred, respectively, by the wholly-owned
domestic and foreign subsidiaries. The net income of the subsidiaries
was nominal in amount.

Total investments and advances . .

The Company’s equity in the net assets of two 50 per cent owned
foreign companies approximately equals its investment therein (at
cost, less reserve) carried at $977,848 and included in other in-
vestments.

SOCONY MOBIL OIL COMPANY, INC.
Investments and Advances (including
companies owned 50% or less) ...... $285,487,173

From Financial Review: Investments and Advances—Socony Mo-
bil’s principal investments include a 50% interest in Standard-
Vacuum Oil Company, a 50% interest in Near East Development
Corporation (which owns a 2334 % interest in Iraq Petroleum Com-
pany, Ltd. and associated companies), a 50% interest in Colsag
Corporation in Colombia, a 10% interest in Arabian American Oil
Company, and a 7% interest in the Consortium in Iran.

During 1958, the company received $40 million in dividends
from non-consolidated companies (owned 50% or less), compared
with $30 million in 1957. Although complete year-end financial
information is not yet available, the company’s equity in the 1958
net earnings of these companies is estimated to exceed the dividends
received by approximately $6 million. Socony Mobil’s equity in the
net assets of these companies substantially exceeds its investments
therein.

We have stated all of our investments and advances at cost, less
reserves of $21 million in 1958 and $18 million in 1957,

SPENCER KELLOGG AND SONS, INC.
Investments and Other Assets:
Investments and receivables (at cost less re-
serves)—

Philippine subsidiary ... ............ $ 100,855
Other companies (Note 2) ........... 1,930,753

Government securities pledged -and trade
memberships, at cost ............... 172,299
Prepaid and deferred charges ........... 317,206
Total investments and other assets . $2,521,113

Note 2: A fifty per cent owned company showed operating losses
in 1958 and the Company has provided a reserve of $100,000 for
possible loss on this investment.

Cost or Below Cost

AMERICAN SMELTING AND REFINING
COMPANY
Investments (Page 23)

Page 23: Investments—

.............. $85,006,535

Shares Per Book Value Market
Owned cent (costorless) Value (a)
Subsidiaries Not Consolidated:

Mount Isa Mines Limited 15,361,458 53.9 $12,603,022 $56,530,200
Southern Peru Copper

Corporation ........ 188,265 57.8 17,924,644
Southern Peru Copper
Corporation—
Advances .......... 27,443,000
Other ............... 1,654,840
59,625,506
Companies Other than Sub-
sidiaries:
Cerro de Pasco Corpora-
tion (sold January
1959) ... 231,373 10.7 4,082,599 10,469,600
General Cable Corpora-
tion—4% Preferred . 28,740 29.4 1,405,306 2,327,900
General Cable Corpora-
tion—Common .. 969,718 34.6 4,223,173 39,394,800
Kennecott Copper Cor-
poration ........... 100,418 9 2,751,309 9,891,200
Revere Copper and Brass,
Inc. ........... 938,148 35.7 8,587,014 36,822,300
United Park City Mines
Company .......... 379,211 9.9 1,760,427 521,400
Other ................ 2,571,201
25,381,029
Total investments.

$85,006,535
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(a) Amounts shown are based on December 31, 1958 quotations of
stocks traded on the New York and London Stock Exchanges,
but do not purport to represent the realizable or fair value of
such large blocks of stock.

CALUMET & HECLA INC.
Other Assets:
Investments in affiliates (at cost or less) .. $1,285,603

Explorations ......................... 1,630,344
Charges to future operations ............ 2,082,912
Goodwill ......... ... ... ... .. .. ... ... 402,067
Miscellaneous .. ...................... 792,934

Total other assets ............... $6,193,860

CANNON MILLS COMPANY
Other Receivables and Investments:
Notes receivable . .................. $ 40,121.04
Investments in capital stocks of other cor-
porations (at costorless) ..........
Total other receivables and invest-

ments ...................

1,350,425.25

$1,390,546.29

PITTSBURGH PLATE GLASS COMPANY
Investments and Other Receivables—At cost

or less:

Investments in domestic subsidiaries not

consolidated ...................... $ 7,656,377
Investments in foreign subsidiaries not con-

solidated ......................... 5,957,690
Securities deposited with state insurance

commissions . ..................... 938,158

Other investments ................... 3,052,423
Other noncurrent notes and accounts re-

ceivable, less estimated losses ........ 2,071,029
Total investments and other receiv-

ables ........ ... ... $19,675,677

REYNOLDS METALS COMPANY
Investments in and Receivables from Affili-
ates:
Capital stocks of unconsolidated subsidi-
aries (Note A) and other affiliates—at
cost or lower . .................... $11,323,092
8,315,350

$19,638,442

Note A: Principles of Consolidation and Equities in Unconsoli-
dated Subsidiaries: The accounts of the Company and wholly owned
subsidiaries (except Reynolds Aluminum Acceptance Corporation
which commenced operations in 1958) are included in the consoli-
dated financial statements. Intercompany investments and accounts
and material intercompany transactions, profits, and losses have
been eliminated in consolidating the financial statements.

The equity of the Company in the net assets of unconsolidated
subsidiaries at December 31, 1958, exceeded the carrying amount
($8,355,297) of the related investments by approximately $3,540,000,
of which approximately $1,665,000 existed at dates of acquisition
of the subsidiaries. In 1958 the Company’s approximate share of
the profits (net) of such unconsolidated subsidiaries was $1,260,000,
which (except to the extent of dividends received) has not been
recognized in consolidated earnings, and the dividends received
from such subsidiaries were $122,400,

Equity in Net Assets

THE MAY DEPARTMENT STORES
Investments and Other Assets:
Investment in The May Stores Realty Cor-
poration (100% owned)—at equity in

net assets (Note B) ............... $ 1,271,890
Amounts due from The May Stores Realty
Corporation ...................... 2,190,153

Notes receivable (Note E) 12,518,617

Land and buildings not used in store opera-
tions—at cost, less accumulated deprecia-

HON . oo 193,235
Miscellaneous . ...............covo... 3,453,450
$19,627,345

Note B: Investment in the May Stores Realty quporation—The
investment in The May Stores Realty Corporation is stated at the
Company's equity in the net assets of the subsidiary. For purposes
of comparison, the financial statements for the year ended January
31, 1957 have been restated to conform to the current policy of
excluding The May Stores Realty Corporation from the consoli-
dated statements. Accumulated earnings of the subsidiary in the
amounts of $662,390 and $267,148 for the years ended January 31,
1958 and 1957, respectively, are included in the consolidated ac-
cumulated earnings retained in the business. See financial statements
of The May Stores Realty Corporation included elsewhere in this
report.

THE YALE & TOWNE MANUFACTURING
COMPANY
Investment in subsidiaries (at net asset

value) ... .. $1,403,252

Note 1: Principles of Consolidation—The financial statements
include accounts of all subsidiaries except The MHE Corporation,
a wholly-owned finance company, and The Yale & Towne Manufac-
turing Co. Pty. Limited, a recently formed majority owned Aus-
tralian company. Investments in these companies are carried at the
Company’s equity therein, changes in such equity being reflected
in the income statement annually,

PREPAID EXPENSES AND DEFERRED CHARGES

The terminology used by the survey companies in
presenting prepaid expenses or deferred charges in
their balance sheets for the years 1950, 1955, 1957,
and 1958 is summarized and classified in Table 22.

The committee on accounting procedure of the Amer-
ican Institute of Certified Public Accountants in the
Restatement and Revision of Accounting Research Bul-
letins (Chapter 3, Section A) states among other things
that “for accounting purposes, the term current assets
is used to designate cash and other assets or resources
commonly identified as those which are reasonably
expected to be realized in cash or sold or consumed
during the normal operating cycle of the business. Thus
the term comprehends in general such resources as:
prepaid expenses such as insurance, interest, rents,
taxes, unused royalties, current paid advertising service
not yet received, and operating supplies.”

The Bulletin also states that “the nature of current
assets contemplates the exclusion from that classifica-
tion of such resources as: long-term prepayments which
are fairly chargeable to the operations of several years,
or deferred charges such as unamortized debt discount
and expense, bonus payments under a long-term lease,
costs of rearrangement of factory layout or removal to
a new location, and certain types of research and de-
velopment costs.”

Of the 600 survey companies, 589 presented pre-
paid expenses or deferred charges in their 1958 balance
sheets. Of the 589 companies displaying such items,
193 companies presented them under “current assets,”
140 companies presented them under both “current”



*Refer to Company Appendix Section. .
**In both the current and the noncurrent asset section.
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TABLE 22: PREPAID EXPENSES AND DEFERRED CHARGES
Terminology Used in 1958 1957 1955 1950
Current Asset Section:
18 305 286 246 175
Prepaid and deferred ............. ... ... . ... .. .. . ... ...... 13 11 10 4

............................................... 7 6 5 3

B R 8 5 8 6
Costs applicable to future periods .......................... 8 8 13 7
Various other terms .. ........... ... ... ... .. ............ 5 6 3 3

.......................................... 346 322 285 198
Noncurrent Asset Section:

........ 171 177 169 143
Deferred and prepaid ......... ... . o 88 91 93 94
Deferred with certain items listed thereunder described “prepaid” 38 46 59 104

e e 55 56 67 65
Costs applicable to future periods ........................... 15 15 12 17
Unamortized .............. ... ... . .. ... 39 33 32 13
Xpired ... 7 10 6 4
Various other terms ... ........ ... .. ... ... ... ... ... .. .. 10 9 1 10
.......................................... 423 437 439 450
Number of Companies presenting:
Prepaid Expenses or Deferred Charges in:
Current asset section ................... ... ... ... ..... 193 189 198 128
Current and noncurrent asset sections ...................... 140 128 138 76
Noncurrent asset section ................................ - 256 272 251 386
No prepaid expense or deferred charge items ................. 11 11 13 10
.......................................... 600 600 600 600
Balance Sheet Presentation
1958
. . Current Noncurrent  Current  Noncurrent
Classification as to Type Assets Assets Assets Assets
Advertising (*Co. Nos. 36, 242, 386, 570) ........ 6 7 6 12
Debt discount (*Co. Nos. 94, 180, 258, 404) ........ —_ 29 1 23
Debt expense (*Co. Nos. 100, 180, 258, 465) ........ —_ 56 1 52
Employee welfare (*Co. Nos. 32, 153, 412, 527) .... 2 16 2 18
Expense advances (*Co. Nos. 222, 269, 369, 404) .... 1 3 — 2
Financing expense (*Co. Nos. 119, 210, 264, 532) .. — 5 — 6
Insurance (*Co. Nos, 42, 174, 213, 307) ........... 114 66 122 122
Interest (*Co. No, 526) ............cccevniunnennn 1 _— 1 2
Licenses (*Co. Nos. 166, 168, 535) ................ 2 1 — —
Mine stripping and expense (*Co. Nos. 21, 328, 568) — 3 —_— 4
Oil exploration ..................c.cciieiiiniiinnn. — — —_ 1
Organization expense (*Co. No. 496) .............. — 1 — 2
Preoccupation and plant costs (¥Co. Nos. 116, 123,
T S 1 2 1 3
Rent (*Co. Nos, 17, 262, 265, 475) ............... 10 15 8 22
Research and development (*Co. Nos. 49, 278, 397, 421) 1 7 1 8
Seasonal expenses (*Co. No. 122) ................. 1 — — —
Selling, delivery, freight, commissions (*Co. Nos. 93,
156, 208, 209) ... .. .. e e 3 4 2 5
Supplies (*Co. Nos. 17, 262, 333, 573) ............. 22 16 17 29
Taxes (*Co. Nos. 219, 475, 535, 559) ............. 59 37 59 63
Tooling and factory expense (*Co. Nos. 218, 326, 418) 1 2 1 3
Unused royalties (*Co. Nos, 62, 239, 599) ........ —_ 3 — 2
Various other terms (*Co. Nos. 155, 296, 313, 416) .. 5 1 5 8
“Prepaid or Deferred” (*Co. Nos. 25, 188, 224) .... 250 274 184 276
“Prepaid or Deferred”** (*Co. Nos. 56, 227, 449, 548) 55 55 41 _41
Total .. e e e e 534 603 452 704
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and “noncurrent assets,” and the remaining 256 com-
panies included them among the “noncurrent assets.”

Table 22 indicates that the descriptive word “pre-
paid” was generally used in the current asset section of
the balance sheet, whereas the term “deferred” was most
frequently employed in the noncurrent asset section.

Examples illustrating the various types of prepaid
expenses and deferred charges and their presentation
in the balance sheets of the respective companies are
as follows:

Current Asset Section

CRADDOCK-TERRY SHOE CORPORATION
Prepaid Expenses:
Insurance and taxes .................. $57,614.65

Miscellaneous factory and general expenses 11,815.63
$69,430.28
THE GARLOCK PACKING COMPANY
Prepaid expenses—insurance, advertising sup-
plies, etc. ... ... .. ... .. ... ... .... $257,779

STRUTHERS WELLS CORPORATION

Prepaid Expenses:
Insurance premiums, taxes and sundry items $112,951
Pension costs paid in advance ........... 182,488

$295,439

Current and Noncurrent Asset Sections

HEYDEN NEWPORT CHEMICAL CORPORATION
Current Assets:
Prepaid expenses ...................... $536,519
Noncurrent Assets:
Deferred charges
Unamortized expenses on long term debt $ 70,418

Other . ...... ... .. . ... ... ... ... ... 47,370
HOOKER CHEMICAL CORPORATION
Current Assets:
Prepaid expenses ..................... $1,037,004
Noncurrent Assets:
Deferredcharges ... ... ... ... ... ... ... $ 397,736

GENERAL CIGAR CO., INC.
Current Assets:

Prepaid expenses ...................... $550,834
Noncurrent Assets:

Other assets:

Common stock in treasury—available for
employees’ profit sharing plan, 2,000
shares at cost ................. .. ..

Unamortized bond discount and expense

Deferred charges, long-term receivables and
deposits

142,697
730,958

.......................... 479,500
THE MAY COMPANY
Current Assets:
Supplies and prepaid expenses .......... $5,741,700
Noncurrent Assets:
Deferred charges—debenture expense and
miscellaneous . ..................... $ 879,699

GIMBEL BROTHERS, INC.
Current Assets:
Prepaid expenses—supplies, insurance, rent,
taxes, efC. ... ... ... $3,259,333
Noncurrent Assets:
Deferred charges—unamortized debt ex-
PEMSE . .ottt $ 182,532

AIR REDUCTION COMPANY, INCORPORATED
Current Assets:

Prepaid taxes, insurance, and other expenses $1,627,180
Noncurrent Assets:

Deferred charges ..................... 446,005

THE ANACONDA COMPANY
Current Assets:
Prepaid expenses ..................... $ 2,760,846
Noncurrent Assets:
Deferred charges and other assets:
Mine development, including expendi-
tures on properties leased or held un-
der option ..................... $32,573,263
Deferred expenses . ................ 5,472,097
Other accounts receivable, less reserve 19,993,410
Patents .......... ... ............ 2

$58,038,772

Noncurrent Asset Section

HALOID ZEROX INC.
Dejerred Charges:

Unexpired insurance premiums and de-
posits . ... ... $129,094.14

Research development costs largely recov-
erable upon completion of military and
other contracts ....................

Other deferred charges ................

95,899.41
221,082.26

S. S. KRESGE COMPANY
Deferred Charges:
Unamortized leasehold expenses, advance
rentals, prepaid taxes and insurance, pen-
sion costs, supplies, and other expenses $4,996,658

MILLER MANUFACTURING CO.
Deferred Charges:

Unamortized bond discount and expense .. .. § 89,420
Unamortized patent licenses .............. 46,243
$135,663

INTANGIBLE ASSETS

The balance sheets of 335 of the 600 survey com-
panies disclosed intangible assets in their 1958 annual
reports. Table 23, which semmarizes and classifies the
various types of intangible assets and their balance
sheet presentation and valuation, provides the following
information:

1. Type. The most common types of intangible as-
sets were patents, “goodwill,” trademarks and
brand names, leasehold improvements, and leases
and leaseholds.
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TABLE 23: INTANGIBLE ASSETS
A: Balance Sheet Presentation
Noncurrent Asset Section
Current Asset Under Under Under Notes to
Section Under Separately Fixed Other Deferred Financial 1958
Type of Intangible Asset* Inventories Set Forth Assets Assets Charges Statements Total
A: Patents, patent rights and applications — 136 8 17 3 1 165
B: Trademarks, brand names ........ — 76 1 21 1 — 99
C: Copyrights ..................... — 5 — 1 — — 6
D: Goodwill ... ... .. ..... ... ..... — 121 1 18 — — 140
E: Goodwill re: subsidiary ..... ..... — 28 1 2 3 — 34
F: Leasehold improvements .... ... .. — 1 65 5 4 5 80
G: Leaseholds, leases, leased equipment — 2 27 — 1 4 34
H: Developed leases—mining, oil .. ... — — 4 — 1 2 7
I: Formulae, processes, designs ... ... — 16 — 4 1 — 21
J: Research and development ....... — 5 — 2 — 1 8
K: Licenses, franchises, memberships . — 15 6 5 1 —_— 27
L: Rights—water, water-power, land . . — _ 14 — — — 14
M: Rights—mining, timber, cutting, fish-
ing and “other rights” .......... — 3 11 1 — 1 16
N: Contracts .. .................... — 7 — 1 — — 8
O: Name lists, catalogs, trade routes — 4 — 1 — - 5
P: Scripts, scenarios, story and film
rights . ... ... . ... ... 4 — — — — — 4
Q: Finance and organization costs ... — 1 1 — — —_ 2
R: Described as “Intangible Assets” .. — 14 4 3 — 1 22
S: Various other .................. — _4 = 1 — 3 8
Total ................... .. 4 438 143 82 15 18 700
B: Balance Sheet Valuation and Amortization
Amortized Value after Charges to:
Retained  Charge Unamortized Nominal 1958
Type of Intangible Asset Income Earnings Not Shown  Total Value Value Total
Patents, patent rights and applications . . 39 — 25 64 8 93 165
Trademarks, brand names ........... 10 1 14 25 10 64 99
Copyrights . ............... ........ — — — — 2 4 6
Goodwill ...... . .. ... ... . 14 1 9 24 28 88 140
Goodwill re subsidiary .............. 11 — 13 24 7 3 34
Leasehold improvements . ... ......... 64 — 8 72 7 1 80
Leaseholds, leases, leased equipment . . . 28 — 2 30 3 1 34
Developed leases—mining, oil ........ 6 — 1 7 — — 7
Formulae, processes, designs ......... 4 —_ 1 5 3 13 21
Research and development .......... 3 — — 3 1 4 8
Licenses, franchises, memberships . ... 12 — 3 15 7 5 27
Rights—water, water-power, land 8 —_ 2 10 4 — 14
Rights—mining, timber, cutting, fishing,
and “other rights” ............... 10 — — 10 3 3 16
Contracts ......................... — — 3 3 1 4 8
Name lists, catalogs, trade routes . . .. .. 1 —_ 1 2 2 1 5
Scripts, scenarios, story and film rights 1 — — 1 3 — 4
Finance and organization costs ....... 2 — — 2 — — 2
Described as “Intangible Assets” ... ... 5 — 5 10 4 8 22
Various other ..................... 3 - — 3 2 3 8
Total .................... 221 2 87 310 95 295 700
Number of Companies presenting: 1958
Intangible Assets ........................... 335
No Intangible Assets ........................ 265
Total . ... ... ... 600
*Refer to Company Appendix Section—A: Co. Nos. 90 178 194, 205, 327, 330, 348, 488, 588; Co Nos. 33, 127, 158, 250, 354, 387,

473, 524, 556; C: Co. Nos, 246, 316, 356, 370, 422, 526;

: Co. Nos. 7, 72 176, 220 324, 445, 473, 511
542} F: Co. Nos. 95, 126, 233 336 466 578 580; G Co. Nos. 58, 66 184 239 335 400 475 H: Co

: Co. Nos. 120 283, 313, 372, 418,

Nos. 56, 62 311 414

I: Co.

Nos. 14, 89, 171, 278, 352, 422, 543, 578; "J: Co. Nos. 37, 115, 128, 281 444 K: Co. Nos. 19, 83, 179, 212, 250, 345, 454 525, 577; L: Co.
Nos. 56, 353 420 438 521 575, M: Co. Nos, 195, 235, 280 302 541, 3566; N: Co. Nos. 456 543 556, 57:), 0: Co. Nos. 356 368 370;

P: Co. Nos. 351, 368, 421; Q: Co. No. 560; R: Co. Nos. 29 130 162, 203; S: Co.

Nos. 356, 369, 600.
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2. Presentation. Intangible assets shown separately
in the noncurrent asset section of the balance
sheet was the most frequent method of presen-
tation of such assets. However, certain types of
intangible assets, such as leasehold improvements,
leases and leaseholds, water rights, and mining
and timber rights were generally shown under
“fixed assets” in the noncurrent asset section of
the balance sheet.

3. Valuation. Intangible assets were most frequently
shown in the balance sheet at an amortized value.
A nominal-value (usually $1) presentation was
almost equally favored as a method of valuation.
Intangible assets such as patents, “goodwill,” and
trademarks and brand names were usually set
forth at a nominal value; whereas leaschold im-
provements, leases, and leaseholds were generally
shown at an amortized value.

In Table 23 the companies classified as valuing in-
tangible assets at “Amortized value, charge not shown,”
include only those which specifically indicate that the
assets are being amortized, such as: “Goodwill, net of
amortization,” “Goodwill, unamortized balance,” etc.
Companies classified as valuing intangibles at “Un-
amortized value,” include those which show only the
title of the intangible in the balance sheet caption with
no specific indication that the asset is being amortized,
such as “Goodwill,” “Trademarks, brand names” etc.,
with values other than nominal values.

Illustrations of the various balance sheet presenta-
tions found in the 1958 reports are as follows:

Shown in Current Asset Section Under Inventories

PARAMOUNT PICTURES CORPORATION
Inventory, at cost or less

Released productions ................ $26,930,095

Completed productions being prepared for

release . ... .. ... . ... ... ... . ... .. 8,156,232
Productions in process of completion . ... 10,744,530
Costs applicable to future productions .. 3,246,725
Scenario rights .. ... .. .. ... ... . .... 1,342,193
Merchandise and supplies ......... .. .. 1,687,760

Total inventory .......... ... .. $52,107,535

Shown Separately in Noncurrent Asset Section

McGRAW-HILL PUBLISHING COMPANY, INC.
Publication titles, copyrights, subscription
lists and goodwill—at book value .... $7,289,302

VEEDER-ROOT INCORPORATED
Patents, licenses and trademarks—at cost, less
amortization .................... .. ... $70,013

WALGREEN CO.
Goodwill, leaseholds, leasehold improvements, etc.,
at nominal amount ........................ $1

Shown Under Fixed Assets

BAYUK CIGARS INCORPORATED
Plant Facilities:
Buildings, machinery and equipment—cost
less portion—$4,984,575 allocated to op-
erationstodate ..................... $3,587,650

Land—atcost ........................ 325,141
Unamortized cigar machine licenses, lease-
hold improvements and patent rights . .. 931,803

BIGELOW-SANFORD CARPET COMPANY
Plant and Equipment, at cost:

Land and rights of way .............. $ 384,980
Buildings and improvements ........... 7,103,731
Machinery and equipment ............. 32,121,167
Leasehold improvements .............. 1,934,751
$41,544,629

Less—Reserves for depreciation and amor-
tization . ............... ... .. ..... 15,863,078
$25,681,551

Shown Under Other Assets

PITTSBURGH BREWING COMPANY
Other Assets:
Prepaid expenses ..................... $ 164,863

Deferred bond expense account ......... 54,811
Trade names and goodwill (Note 1) ... ... 1,100,000
Company’s own Debenture Bonds purchased
and held available for Sinking Fund re-
quirements, par value $189,400, at cost . 134,438

Note 1: Trade Names and Goodwill-—Represents the excess of
the par value of Capital Stock issued at organization of the Com-
pany in 1899, over the aggregate of net tangible assets received in
exchange therefor, $11,408,854.55 less write-downs as follows:

1918-1919 ............. ...l $ 3,129,357.87 (A)
1934 3,529,502.44 (A)
2,749,994.24 (A)
100,000.00 (B)
100,000.00 (B)
100,000.00 (D)
100,000.00 (C)
100,000.00 (C)
100,000.00 (C)
100,000.00 (C)
100,000.00 (B)
100,000.00 (B)

$10,308,854.55

1958 . ..

(A) Charged to Surplus.
(B) Charged to Current Earnings.

(C) Restated, as a charge against current earnings, originally
charged against surplus.

(D) Charged to surplus retroactively in fiscal year ended October
31, 1957, and restated as having been a charge against cur-
rent earnings for historical comparative purposes; provision
originally omitted because of an operating loss in 1952.

(E) Under the terms of the merger the balance at October 31, 1949
was to be amortized against earnings over the next 20 years.

SPRAGUE ELECTRIC COMPANY

Other Assets:
Goodwill—at nominal amount ... ........ $ 1
Patents, trade-marks and leasehold improve-

ments—at cost less amortization ....... 412,160
Investments—at cost:

Foreign subsidiaries .................. 211,390

Miscellaneous . ...................... 87,526
Cash surrender value of life insurance policies 68,334
Deferred charges ...................... 428,397
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Shown Under Deferred Charges

BELL AIRCRAFT CORPORATION
Deferred charges (including design rights and
patents at $1) ....... ... .. ... ...... $102,400

J. P. STEVENS & CO. INC.
Deferred charges, including unamortized
cost of trade-name contract, $622,222 .. $3,044,267

Shown in Notes to Financial Statements

THE ATLANTIC REFINING COMPANY
Fixed Assets:

Property, plant and equipment at cost . $1,030,597,024
Less reserves for depreciation, deple-
tion and amortization .......... 456,744,054

Note 4: Prior to 1958, amortization of emergency facilities was
charged to income over a five-year period for book and tax pur-
poses. Effective January 1, 1958, the unamortized cost, less salvage
value, of this plant is being depreciated over its remaining expected
useful life. This change resulted in a decrease of $4,948,000 in
charges to income and a corresponding increase in consolidated
net income.

Intangible development costs carried on the books, but deducted
for income tax purposes, less the amount of amortization of domes-
tic nonproducing leases and certain other items charged to income
on the books but not deducted for tax purposes, amounted to
g?S,ig(s):lOOO at December 31, 1958, and $41,800,000 at December

y .

CROWN CORK & SEAL COMPANY, INC.
Plant and equipment, etc., less depreciation
Note C) .......... ... .. ........ $29,803,000
Note C: Plant and Equipment, Etc.—
Plant and properties, substantially at cost

Buildings .............. ... .. ... $12,231,000
Machinery ............oiuiiiiiiiiiiininnnnnn 36,030,000
Construction in Progress ........................ 3,744,000

52,005,000
Depreciation .............. ...t 24,258,000

217,747,000
Land ..o e 1,706,000
Patents, less amortization ....................... 350,000

$29,803,000

The Company rents many of its plants and warehouses under
long-term leases. The rent expense (exclusive of taxes, insurance,
maintenance, and repairs to be borne by the Company) under these
leases is expected to approximate $1,300,000 in 1959, $1,100,000 in
1960 and $700,000 annually thereafter.

AMORTIZATION OF INTANGIBLE ASSETS

The information contained in the 1958 survey re-
ports with regard to the amortization of intangible
assets is summarized in Table 23. There were 310 in-
stances of intangible assets shown in the balance sheets
at an amortized value. In 221 of these cases the amorti-
zation was charged to the income account; in 2 instances
the charge was to the retained earnings account, and in
the remaining 87 cases there was no indication in the
report as to the amount of the charge.

For examples of charges to retained earnings for
the write-off of intangible assets, refer to Section 4,
Goodwill, Intangible Assets.

ACCOUNTS PAYABLE—Current Liabilities

Table 24 classifies and summarizes the various kinds
of accounts payable items included among current lia-
bilities in the 1958 balance sheets of the survey com-
panies.

TABLE 24: ACCOUNTS PAYABLE

Presentation
With
Sepa- Other 1958
rately Items Total

Current Liability Description

Re: Trade Creditors—
Accounts payable (*Co. Nos. 96,

247, 251, 264, 274, 449, 561) .. 395 205 600
“Accrued expenses”—not identified

(*Co. Nos. 12, 247, 279, 329, 382,

404, 582) ... 160 304 464
Notes payable (*Co. Nos. 58, 140,

274) e 3 2 5
Royalties payable (*Co. Nos. 126,

174, 191) .................. 3 11
Trade acceptance or drafts payable

(*Co. Nos. 154, 292, 562) .. 2 5 7

Total ................. 563 524 1087

Re: Trade Customers—
Advances on non-government con-

tracts (*Co. Nos. 186, 435, 526,

555, 596) ... ............ ... 17 5 22
Progress billings on non-government

contracts (*Co. Nos. 128, 306,

349) .. 3 3 6
Additional costs on completed con-

tracts (*Co. No. 75) ......... 2 — 2
Deposits for various trade purposes

(*Co. Nos. 102, 136, 178, 379,

396) .. 8 10 18
Deposits for merchandise containers

(*Co. Nos. 264, 436, 438) ... 8 — 8
Credit balances (*Co. Nos. 188,

223, 426, 489) .............. 4 6 10

Total ................. 42 24 66

Number of Companies showing:
Accounts payable trade creditors .............. 600
Accounts payable trade customers .............. 58

*Refer to Company Appendix Section.
Refer also to Table 29.

All 600 of the survey companies presented accounts
payable to trade creditors in their balance sheets. These
items, listed among the current liabilities, were gener-
ally described as “accounts payable” and were usually
set forth separately, but in a substantial number of
instances they were combined with other current lia-
bility items. In addition to the above items payable to
trade creditors, 58 of the survey companies showed
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current liabilities to trade customers for such items as
advances on nongovernment contracts, deposits on con-
tainers, and for other trade purposes and credit bal-
ances in accounts receivable.

Thirteen of the survey companies included among
their noncurrent liabilities various items such as cus-
tomers’ deposits on returnable containers and royalties
payable (*Co. Nos. 9, 94, 124, 126, 144, 183, 227,
252, 343, 421, 432, 497, 532).

The following examples, selected from the balance
sheets of the 1958 annual reports, illustrate various
types of accounts payable and their statement presenta-
tion. They also contain examples of liabilities with re-
gard to employees, short-term borrowings, and current
maturities of long-term indebtedness, which are dis-
cussed in sections following this, as well as examples
of miscellaneous other current liability items.

BENDIX AVIATION CORPORATION
Current Liabilities:
Notes payable:
Banks ........... ... ... . ... $ 30,100,000
Current instalment on long-term note

payable (see below) ............ 135,000
Accounts payable .................. 28,106,603
Customers’ advances on sales orders:

United States Government departments
or agencies (see Note 5) ........ 2,141,679
Other .......................... 1,659,007
Federal taxes on income ............ 18,955,788
State income and franchise, social secur-
ity, and sundry taxes .............. 4,574,987
Employees’ supplemental compensation
(including amounts payable after one
Year) ... 4,811,189
Accrued payrolls, royalties, and sundry
accruedaccounts ... ............... 14,988,333

Total current liabilities ....... $105,472,586

Note 5: Customers’ Advances on Sales Orders—By the terms of
an agreement with a Government department, under which the
Corporation has received advances and partial payments on sales
orders from the Government, inventories and non-durable tools
acquired for such orders were subject to lien at September 30, 1958.

SMITH-CORONA MARCHANT INC.
Current Liabilities:
Loans payable to banks ............... $ 6,687,014

Trade and other accounts payable ... ... 2,900,444
Wages, commissions and other compensa-
tion ... ... ... 1,772,660
United States income taxes and provision
for renegotiation of United States Gov-
ernment contracts . ................. 2,502,534
Canadian income taxes . ............... 62,049
Other taxes and accrued expenses ... ... 2,458,925
Customers’ prepayments for uncompleted
maintenance agreements and coupon
books ... ... ... ... 3,075,345
Long-term debt payments due within one
YeAT . ... 653,333
Total current liabilities . ........ $20,112,304

*Refer to Company Appendix Section.

R. H. MACY & CO. INC.
Current Liabilities:
Accounts payable ................... $20,779,665

Accrued salaries, commissions, etc. ... .. 3,487,763
Federal income taxes, less U.S. Govern-
ment direct and indirect obligations of
$9,055,820 and $9,038,897 (See Note 3) —
Other taxes (including taxes collected from
customers and employees) .......... 5,203,903
Customers’ deposits and miscellaneous . . 5,234,533
Dividend payable ................... 860,497
Portion of long-term debt due within one
VAT .o 1,100,099
Total current liabilities . ......... $36,666,460

PEPSI-COLA COMPANY
Current Liabilities:
Notes payable (including current install-
ments on long-term indebtedness) .... $ 1,852,329

Accounts payable and accrued . ...... ... 6,458,296
Accrued taxes:
United States and foreign income taxes 9,135,673
Other taxes . ...................... 1,573,089

Total current liabilities (exclusive
of customers’ deposits on bottles
and cases, shown below) ..... $19,019,387

Other Liabilities:
Long-term indebtedness (current install-
ments included above)—
Notes payable (1958: $8,265,377 due in
1960, $429,936 in 1961, and $273,228

thereafter) ..................... $ 8,968,541
Customers’ deposits on bottles and cases . 3,836,100
Total other liabilities .......... . $12,804,641

LIABILITIES RE EMPLOYEES AND STOCKHOLDERS

There were 390 survey companies that evidenced
the many types of liabilities to employees and stock-
holders as current liabilities in their 1958 balance
sheets. The caption most frequently used was “salaries
and wages payable.” Other frequently used captions
were “dividends payable,” ‘“payroll taxes withheld,”
“commissions payable,” and “contributions to employee
benefit plans.” Table 25 summarizes the various types
of liabilities regarding employees which appeared in
the current liability section of the balance sheets of the
1958 reports.

Thirty-one survey companies presented liabilities to
employees in the noncurrent liabilities section of the
balance sheet. The items included were commissions
payable, employees’ deposits, contributions to employee
benefit plans, employee payroll deductions, and various
other liabilities re employees (*Co. Nos. 12, 115, 194,
255, 383, 436, 491).
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TABLE 25: LIABILITIES RE EMPLOYEES AND STOCKHOLDERS

Presentation
With
L Sepa- Other 1958
Current Liability Description rately Items Total

Salaries or wages payable (*Co. Nos.
20, 46, 131, 133, 136, 146, 215,
219, 364, 589) .............. 55 215 270
Dividends or declaration payable
(*Co. Nos. 27, 33, 37, 208, 263) 139 3 142
Payroll taxes withheld (*Co. Nos.
99, 240, 286, 393, 535, 557) . 20 65 85
Commissions payable (*Co. Nos. 74,
370, 422, 531, 592) ......... 3
Unclaimed wages, retroactive salary
(*Co. No. 174) ............. 1
Deposits received for U.S. bond pur-
chases (*Co. Nos. 345, 413, 447) 1
Deposits—various employee purposes
(*Co. Nos. 379, 408, 495) ..... 6
Deposits—salesmen’s guarantee (*Co.
Nos. 166, 583) .............. 3
Accounts payable or employee bal-
ances (*Co. Nos. 58, 99, 134) .. 1
Accident, compensation, or disability
benefits (*Co. Nos. 79, 333) ... 2
Additional or other compensation
(*Co. Nos. 211, 255, 576) .... 2 9 11
2
2
19
5
8

52 55

—
[SUREES D " B - - R S ]

Incentive compensation (*Co. Nos.
100, 211, 339) ..............
Bonus plan payments (*Co. Nos.
382, 387, 467) ..............
Employee benefit plan contributions
(*Co. Nos. 372, 426, 507, 543)
Employee profit sharing plan (*Co.
Nos. 91, 546, 600) ...........
Vacation pay (*Co. Nos. 320, 424,

15 17
17 36
7 12

S13) .o 21 29
Total ................... 269 426 695
Number of Companies showing:
Liabilities in current liability section only ... ..... 368
Liabilities in noncurrent liability section only . . .. 9
Liabilities in both current and noncurrent liability
sections .............. ... 22
No liabilities—employees, stockholders, etc. .. .. .. 201
Total . ............ ... .. .. ... ... 600

*Refer to Company Appendix Section.

Examples—Liabilities re Employees and Stockholders

Examples from the 1958 annual reports which illus-
trate various liabilities with regard to employees and
stockholders, together with their balance sheet presenta-
tion, are given below.

In Current Liability Section Only

ELASTIC STOP NUT CORPORATION OF AMERICA
Accounts payable—trade ............ $ 604,408.41
Payroll deductions ................. 128,679.56
Payrolls and commissions ............ 808,869.99

Mortgage note payable—current install-

ments .................... ..., 18,276.47
Dividend payable February 2, 1959 . 141,918.75
Accrued liabilities:

Payroll and sundry taxes $ 49,660.54

Federal taxes on income

—estimated:
Prior years ........ 82,108.31
Current year . ....... 902,372.00
Sundry accruals ...... 199,661.90 $1,233,802.75

THE E. KAHN’'S SONS COMPANY

Accounts payable—purchases, etc. ....... $ 648,351
Accrued salaries, wages and vacation pay . 374,795

Accrued social security and withholding
taxes . ... ... 98,223
Accrued taxes—other ................. 77,238
Accrued federal income tax ............ 204,593
Total current liabilities .......... $1,403,200

LIBBEY-OWENS-FORD GLASS COMPANY
Trade accounts payable and accrued

E€XPENSES . . . ... $ 6,946,941.60
Employes’ compensation and amounts

withheld therefrom for taxes, bond

purchases, etc. ................. 9,521,811.05
Taxes, other than federal taxes on in-

COME . ... 1,869,387.41
Estimated federal taxes

on income ....... $19,300,000.00

Less U.S. Government
securities—at cost .. 10,620,000.00 8,680,000.00

Total current liabilities ...... $27,018,140.06

MILLER MANUFACTURING CO.

Notes payable to banks ................ $550,000
Equipment mortgage payable ............ 15,061
Accounts payable and accrued expenses .... 623,754
Customers’ deposits on orders ........... 360,810
Dividend payable on October 15, 1958 on

Class “A” stock . ..................... 961
Sinking fund payment due August 1, 1959 .. 59,500
Installments received under stock purchase

plan (Note 2) ...................... 32,948
Estimated federal income taxes ........... 11,492

Note 2: Employees’ Stock Purchase Plan—The employees’ stock
purchase plan under which officers and employees may purchase
the company’s common stock at market value on the date of agree-
ment to purchase provides, among other things, that the purcnase
price is to be paid in ten equal annual installments with the right
to prepay in full or in part and the participants have the right to
withdraw and have all payments refunded. Until such shares have
been fully paid, the participants have no voting rights with respect
thereto, nor shall any dividends be payable thereon.

As at September 30, 1958, 32,850 shares of the reserved common
stock had been contracted for under the plan at an aggregate
amount of $138,725. Of this amount $32,948 had been paid at
September 30, 1958 and is shown as a current liability on the ac-
companying balance sheet.

JOHN MORRELL & CO.

Short-term bank loans ................. $4,500,000
Current installments of long-term debt . ... 1,560,500
Employee savings notes (see President’s Let-

ter) ... 751,200
Accounts payable and accrued expenses ... 5,759,316
Federal income tax .................... 1,692,749
Replacement of basic “last-in, first-out” in-

ventories . . ........ ... ... 400,000
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President’s Letter: Employee Savings Notes—The “Employees
Savings Plan” provides among other things for the payment of base
interest and “contingent interest” to holders of these registered de-
mand notes. For the 1958 fiscal year, base interest was 5/2% and
“contingent interest” 2.313%, making an effective interest rate of
approximately 7.8% on these obligations. Your Board of Directors
elected not to issue any new notes after October 31, 1957,

SHOE CORPORATION OF AMERICA
Accounts payable:
Trade ............ $5,417,728.16
Subsidiaries not con-
solidated ........
Officers ($92,070.83)
and employees
($803,535.72); sub-
stantially all of
which represents
compensation pay-
able after close of
year . ........... 895,606.55 $ 6,337,443.85

Employees’ and other taxes withheld or

24,109.14

collected ....................... 930,675.42
United States income taxes . ......... 1,900,450.40
Accrued taxes—other .............. 720,517.77
Accrued expenses ................. 1,321,380.29
Long-term debt due within one year .. 1,176,957.94

Total current liabilities ... ... $12,387,425.67

WARD BAKING COMPANY
Notes payable ....................... $ 200,000

Accounts payable .................... 2,796,068
Dividends payable on preferred stock . ... 76,235
Current prepayment due on long-term debt 250,000
Accrued vacations, payroll, general taxes,

etc. (Note 3) ...................... 2,090,226
Salesmen’s guarantee deposits .......... 160,748

Provisions for Federal income taxes—$243,-
458 at Dec. 27, 1958 and $980,123 at
Dec. 28, 1957, less U.S. Treasury Notes
of $243,458 and $900,000 respectively . —

Total current liabilities .......... $5,573,277

Note 3: Vacation Pay—During 1958, the Company adopted the
accrual basis for recording vacation pay and in connection there-
with charged earned surplus with $418,883, the amount of vacation
pay accrued at December 28, 1957, less the related estimated tax
benefit. This change in policy had no significant effect on the net
income for the year.

In Noncurrent Liability Section Only

PFEIFFER BREWING COMPANY
Accrued pensions (Note D) .............. $84,331

Note D: The collective bargaining agreement covering certain
hourly rated employees provides for the payment of pensions and
other benefits to employees who retire during the term of the agree-
ment which expires July 1, 1961. There is no requirement for funding
of amounts due under the plan. Annual charges are made to in-
come for all current service costs and for amortization of past
service costs on a thirty-year basis. At June 30, 1958, the past
service costs under the plan, if continued, were approximately
$700,000 in excess of the amount accrued.

UNITED AIRCRAFT CORPORATION
Employee payroll deductions (federal taxes
and savings bonds), per contra ....... $4,590,580

In Both Current and Noncurrent Liability Sections

GENERAL PLYWOOD CORPORATION
Current Liabilities:
Notes payable to banks:
Unsecured .. ...t
Secured by pledged assets (see contra) ..
Current portion of purchase money note
Accounts payable, trade ................ $348,169

Accrued items:

Wages and other compensation ........ 54,618

Taxes, other than taxes on income . .. ... 61,443
Interest .......... ... .. ... .. ...

116,061

Federal, State, and Canadian taxes on income 9,795

Total current liabilities ........... $474,025

Purchase money note, 412 per cent, secured
by deed of trust on timberland, payable to
bank as timber is removed with $50,000
annual minimum-current portion above ..

Common Stock subscriptions from officers and
employees under stock purchase agree-
ments (see contra) (Noté) 361,705

Note: Of the presently remaining 1,021,128 shares of Common
Stock authorized but unissued, 41,128 shares are reserved for is-
suance to officers and employees under stock purchase agreements:

Presently subscribed for under stock purchase agree-

n}qlents at prices ranging from $3.78 to $18.46 per
Share . ... ... ...
Unsubscribed ...... ..ottt 14,075

RADIO CORPORATION OF AMERICA
Current Liabilities:
Accounts payable and accruals (Note 2) $148,645,341
Federal taxes on income less U.S. Gov-
ernment securities, 1958, $17,248,000;

1957, $30,871,000 . ... ... ....... ... 14,194,159
Dividends payable on Preferred Stock .. 1,576,470
Dividends payable on Common Stock .. 10,364,887

Total current liabilities ........ 174,780,857
Long Term Debt:
3% promissory notes, due 1970-1974 .. 100,000,000
3% % promissory notes, due 1973-1977 50,000,000
3% % convertible subordinated deben-
tures, due December 1, 1980, converti-
ble into Common Stock at $50 per share 99,995,100
Total long term debt .......... 249,995,100
Incentive Plan (Note 2):
Awards payable ..................... 6,953,591
Incentive reserve—unawarded balance .. $ 300,128

Note 2: RCA Incentive Plan—The RCA Incentive Plan, which
was approved by the shareholders in 1954, provides that the maxi-
mum credit which can be made to the Incentive Reserve in any
year cannot exceed the lesser of (a) 15% of Incentive Plan Net
Earnings after deducting 5% of Capital Employed, or (b) 25% of
all dividends paid by the Corporation in such year. The following
summary shows for the year 1958 the maximum credit determined
by the Independent Public Accountants as required by the Plan.

Net Profit for Year ...............c.covuin.. $30,941,749

Add: Provision for incentive awards (included in

“Wages and Salaries™) .................... 2,100,000
Interest on long term debt ................ 8,329,884
Incentive Plan Net Earnings .................... $41,371,633
Less: 5% of Capital Employed ($538,000,674) .. 26,900,034
Incentive Plan Base .......................... $14,471,599
Maximum Credit to Incentive Reserve (based on
earnings): 15% of Incentive Plan Base ...... $ 2,170,740

Maximum Credit to Incentive Reserve (based on
dividends): 25% of all dividends paid in year
($23,885855) ... $ 5,971,464
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For 1958 the maximum credit available under the Plan was
$2,1?O,740 and the Incentive Committee directed that $2,100,000 be
credited to the Incentiye Reserve. This credit, together with $790,128
credited to the Incentive Reserve in previous years but unawarded
and carried forwqrd for awards in subsequent years, made a total
of $2,&90,128 available for awards for 1958 of which the Incentive
Committee determined that $2,590,000 be awarded for 1958. The
Consolidated Balance Sheet at December 31, 1958 includes in Ac-
counts Payable and Accruals the portions of incentive awards which
are payable in cash within one year, The remainder of the incentive
awards, payable in cash and RCA Common Stock, is included in
Awards Payable. Payment of any deferred installment is contingent
under the earning out provisions of the Plan.

INCOME TAX LIABILITY

Table 26 presents the various classifications of in-
come tax liability shown in the current liability section
of the balance sheets of the 600 survey companies.

There were 33 survey companies which did not
disclose a liability for federal income taxes in their
1958 balance sheets (*Co. Nos. 19, 48, 70, 77, 78,
131, 160, 179, 206, 226, 264, 285, 295, 304, 305,
320, 337, 344, 358, 383, 390, 436, 450, 480, 482,
490, 491, 513, 528, 534, 542, 563, 568). Twenty of
these companies indicated “loss from operations” and

six referred to operating loss “carry-forward” or “carry-
back.”

The following examples, selected from the 1958
reports, are representative of the balance sheet presen-
tations of the liability for income taxes. (For further
examples, see those following text “U.S. Government
Securities Used to Offset Federal Income Tax Lia-
bility.”)

ANDERSON, CLAYTON & CO.

Current Liabilities:
U.S. and foreign taxes on income (Note 4) $6,294,544
Reserve for contingencies (Note 4) 714,195

Note 4: The Company and its subsidiaries have made full provi-
sion as of July 31, 1958, for all known liabilities in respect of U.S.
and local foreign income taxes to which they are subject. In addition,
there has been appropriated from Earned Surplus a provision for
theoretical tax liability which would have been incurred by the
Company had it received in dividends during the year the dis-
tributable Earned Surplus of all subsidiaries. This appropriation is
adjusted annually through Earned Surplus. However, no such tax
liability has been incurred; it may never be incurred, depending
on the needs of the particular subsidiary; and the amount, if ever
incurred, is presently indeterminable, being dependent upon income
tax rates in effect at the actual time of transfer. As of July 31,
1958, this appropriation for theoretical tax liability amounted to
$9,400,460 as compared with $10,751,323 as of July 31, 1957, a
decrease of $1,350,863 for the current year.

The reserve for contingencies includes as of July 31, 1958, re-
serves for tax claims, fire losses, lawsuits, etc., aggregating $714,195
provided by foreign subsidiaries.

ADMIRAL CORPORATION
Current Liabilities:
Reserve for Federal, State and Foreign in-
come taxes—Note C ... ............. $1,310,675
Note C: Taxes—The accompanying consolidated financial state-

ments are subject to final determination of Federal, Foreign, State
and local taxes.

BURLINGTON INDUSTRIES, INC.
Current Liabilities:
Federal, foreign, and state taxes based on
income, estimated (Note E)

........ $12,423,684

TABLE 26: INCOME TAX LIABILITY
Current Liability—Balance Sheet

Presentation and Classification 1958 1957 1955
“Federal Income Tax” ........... ... 244 255 273
Above combined with:
Other taxes ..................... 8 9 9
Other income taxes . .............. 7 6 6
Territorial and other taxes ... ....... 1 1 1
Renegotiation ................... 4 7 9
Redetermination ................. —_ - 1
Non-tax items ................... 1 1 3
Total .................... 265 279 302
“Federal and State Income Tax” ... ... 51 52 56
Above combined with:
Foreign taxes ................... 15 19 15
Foreign and municipal taxes ....... 1 1 1
Municipal taxes ................. 1 1 2
Other taxes ..................... 4 3 5
Renegotiation ................... — 3 3
Total .................... 72 9 82
“Federal and Foreign Income Taxes” .. 101 94 84
Above combined with:
Other taxes ..................... 1 1 1
Other taxes and renegotiation ...... 1 1 3
Renegotiation ................... 4 5 6
Total .................... 107 101 94
Classification set forth as:
“Income Taxes” ................... 59 53 55
“Foreign income taxes” ............. 1 1 1
“Income and other taxes” ........... 9 7 4
“Income tax, domestic and foreign” ... — — 1
“Income tax and renegotiation” ....... - — 3
Total .................... 69 61 64
“Taxes” ... .. ... 38 38 35
“Federal, state and other taxes” ....... 1 2 3
“Federal and state taxes” ............ 4 2 1
“Federal, state, municipal taxes” ...... 4 5 5
“Federal and general taxes” ......... 4 3 2
“Domestic and foreign taxes” ........ 1 2 1
“Taxes and non-tax items” .......... 2 1 2
“Taxes and renegotiation” ........... - — 1
Total .................... 54 53 50

Number of Companies presenting:

Current liability for income tax or taxes 567 573 592
Not presenting such liability .......... 33 27 8

Total .................... 600 600 600

Note E: Contingent Liabilities and Commitments—(1) The finan-
cial statements are subject to the final determination of Federal,
foreign, and state taxes by the taxing authorities. Federal income
tax returns of the Corporation and certain of its domestic subsidi-
aries have been examined by the Internal Revenue Service through
their fiscal years ended in 1955, with other domestic subsidiaries
being examined through their fiscal years ended in 1954 to 1957.
The tax liabilities, if any, resulting from such examinations have
been paid or provisions made therefor in the accompanying finan-
cial statements.

*Refer to Company Appendix Section.
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DAYSTROM INCORPORATED
Current Liabilities:
Federal taxes on income (Note 5) ...... $1,362,614

Note 5: Federal taxes on income—Federal income and excess
profits tax returns of the Company and its subsidiaries have been
examined by the Internal Revenue Service up to and including
the fiscal year ended March 31, 1953, Any additional assessments
have been paid or provided for in the accompanying financial
statements.

Depreciation on certain of the Company’s plant facilities is being
taken on an accelerated basis for income tax purposes, while
normal depreciation is being taken in the accounts. Provision has
been charged against profits and credited to Deferred Federal taxes
on income.

FOOTE MINERAL COMPANY
Current Liabilities:
Federal and State income taxes, estimated
(Note 4) ... ... . ... ... .. ... .. $2,061,507

Note 4: Federal Income Taxes—Federal income tax returns have
been examined and settled through December 31, 1953. In connec-
tion with the examination of the 1954 return, the Internal Revenue
Service and the company have disagreed as to the method of com-
puting percentage depletion. The method proposed by the Service,
if applied to 1954 and subsequent years, would give rise to income
tax liabilities substantially in excess of the provision made in the
accounts, However, the company is of the opinion that its method
of computation is appropriate and believes that adequate provision
has been made for the probable tax liability.

GENERAL REFRACTORIES COMPANY
Current:
Provision for Federal and Pennsylvania in-
come taxes (including amounts for possi-
ble additional assessments, less claim for
refund) (Note 5) ................... $1,151,030

Note 5: The Federal income tax liabilities of the company for
1950 and subsequent years have not been settled with the Internal
Revenue Service. The balance sheet provision for income taxes
includes amounts for possible assessments of additional income
taxes, which amounts were deemed adequate at the close of 1957
in view of certain tentative compromise settlements with Service
officials for the years 1950-53. During 1958, however, it became
apparent that such tentative settlements may not be finally accepta-
ble to the Internal Revenue Service.

In view of the conditions mentioned above, the company’s basis
for the determination of Federal income taxes is not agreed upon
and the amount of the liability for unsettled taxes, as of December
31, 1958, is not presently determinable.

THE PITTSTON COMPANY
Current Liabilities:
Accrued liabilities (including Federal and
State income taxes, $2,138,019—Note 2) $5,809,696

. Note 2: Federal Taxes on Income—The Company and each of
its subsidiaries will file separate Federal income tax returns for the
year 1958. Consolidated Federal tax returns which were filed in
1956 and prior years by the Company and certain of its subsidi-
aries and the separate returns filed by principal majority-owned
subsidiaries for the calendar year 1955, and for all prior years,
have been audited or are in the process of being audited by the
Treasury Department. All Federal income tax returns on which
audits have been completed have been or are in the process of
being settled and the balance sheet includes amounts which are
estimated to be sufficient to cover any additional assessments which
may be levied.

. The effective tax rate varies from year to year depending prin-
cipally upon the amounts of development expenses which are capital-
ized for book purposes but deductible for tax purposes and per-
centage depletion.

UNITED MERCHANTS AND MANUFACTURERS
INC.
Current Liabilities:
Reserve for Federal and foreign taxes on
income (Note E) ................... $4,059,281

Note E: Reserve for Federal and Foreign Taxes on Income—The
accompanying consolidated financial statements are subject to final
determination of Federal, foreign, state and local taxes for the
current year and certain prior years which have not been examined
by the taxing authorities.

As at June 30, 1958, the loss carry-overs of subsidiary companies
available in the future for Federal and foreign tax purposes ap-
proximated $2,100,000 and $2,150,000, respectively.

UNIVERSAL LEAF TOBACCO, INC.
Current Liabilities:

Reserve for Federal Income Tax—1958 (Note
3) $886,900

Note 3: The companies report and pay Income Taxes on an in-
dividual basis for the calendar year. Such taxes have been fully
paid as filed for the year 1957. A Reserve has been provided for
the estimated Federal Income Tax accrued on companies’ profits
for the six months to June 3, 1958.

TERMINOLOGY FOR "INCOME TAX LIABILITY"

The balance sheet of the 600 survey companies
disclosed varying terminology in the presentation of
income tax liability. There were 315 companies that
used descriptive terms such as “estimated,” “accrued,”
“provision,” or “reserve” in conjunction with other
words to describe their tax liability. The remaining 252
companies, disclosing an income tax liability, simply
indicated the nature of the tax, or used the word
“taxes” only, without further descriptive terminology.

Table 27 shows an increase in the number of com-
panies which disclosed an income tax liability by sim-
ply referring to Federal income taxes. On the other
hand, the number of companies using various descrip-
tive terms has remained fairly constant during the past
year except for the decrease shown in the use of the
term “accrued.”

TABLE 27: INCOME TAX LIABILITY

Primary Descriptive Term: *1958 1957 1955 1950

Estimated, etc, ............... 123 126 131 109
Provision, etc. . ............... 80 80 93 130
Reserve, etc. ................. 20 21 22 48
Accrued,etc. . ......... .. ..... 292 104 101 122
315 331 347 409
None Used with—
Federal income taxes .......... 234 212 214
Income taxes ................. 10 18 19 180
Taxes ............. . ... ...... _ 8 12 12
Total ............ ... 567 573 592 589
No income tax liability ...... ... 33 27 8 11
Total ............... 600 600 600 600

*1958 Descriptive Esti- Provi- Re- Ac- Used 1958
Term Used with: mated sion serve crued Alone Total

Federal income tax .. 56 34 12 28 135 265
Federal and state in-

come taxes ....... 22 13 1 8 23 67

Federal, state and for-
eign taxes ........ —_ 2 —_ 2 1 5

Federal and foreign in-
come taxes ....... 25 10 4 8 60 107
Income taxes ....... 20 16 1 11 21 69
Taxes .............. —_ 5 2 35 12 54
Total ...... 123 80 0 92 22 5671
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Examples

The following examples of balance sheet terminology
for Federal and other income or tax liability have been
taken from the 1958 survey reports:

Estimated— (123 Companies) :

“Estimated Federal income taxes” (*Co Nos. 300, 434)

“Estimated federal taxes on income” (*Co. No. 256)

“Estimated U.S. Federal and Canadian taxes on income”
(*Co. No. 4335)

“Estimated Federal and foreign income taxes and re-
negotiation, less government securities of $XXX”
(*Co. No. 141)

“Estimated Federal and State taxes on income” (*Co.
No. 476)

“Estimated Federal and foreign taxes on income” (*Co.
No. 191)

“Estimated federal taxes on income, less U.S. Govern-
ment securities at cost and accrued interest $XXX”
(*Co. No. 39)

“Estimated liability for Federal and foreign taxes on
income” (*Co. No. 287)

“Federal taxes on income—estimated” (*Co. Nos. 147,
213, 288, 373, 425, 514)

“Federal income taxes—estimated” (*Co. No. 474)

“Federal and state taxes on income—estimated” (*Co.
Nos. 171, 221, 258)

“Federal, state, and Canadian taxes on income—esti-
mated” (*Co. No. 212)

“Federal, Canadian, and state taxes on income—estimat-
ed” (*Co. No. 465)

“Federal, state, and foreign taxes on income—estimated”
(*Co. No. 203)

“Federal, foreign and state taxes based on income—
estimated” (*Co. No. 118)

“Federal, state and Canadian taxes on income—estimat-
ed, less U.S. Government securities: $XXX” (*Co.
No. 401)

“Federal and Canadian taxes on income—estimated”
(*Co. No. 507)

“Federal taxes on income, estimated, current and prior
years, less United States Treasury securities $XXX”
(*Co. No. 84)

“Federal and State income taxes, estimated” (*Co. Nos.
50, 237, 478)

“Federal income tax-—estimated” (*Co. Nos. 65, 194)

“Federal taxes on income—estimated, less United States
Treasury obligations held for payment of taxes—
$XXX (*Co. No. 404)

“Federal taxes on income—estimated, less U.S. Treas-
ury Securities of $XXX” (*Co. No. 13)

“U.S. taxes on income (estimated)” (*Co. No. 376)

“United States and Canadian Taxes on Income (princi-
pally of acquired companies)—estimated” (*Co. No.
389)

“United States and Canadian Taxes on income, estimat-
ed” (*Co. No. 359)

Provision—(80 Companies) :

“Provision for Federal taxes on income”
80, 95, 165, 410)

“Provision for Federal income taxes” (*Co. Nos. 217,
269, 511, 590)

“Provision for United States income taxes (after de-
ducting United States Government securities—
$XXX)” (*Co. No. 150)

“Provision for Federal income taxes, estimated” (*Co.
No. 12)

“Provision for federal and state taxes on income etc.”
(*Co. No. 128)

(*Co. Nos.

“Provision for federal, state and foreign income taxes”
(*Co. No. 215)

“Provision for Federal and foreign taxes on income”
(*Co. No. 32)

“Provision for United States and foreign taxes on tax-
able net income” (*Co. No. 40)

“Provision for income taxes” (*Co. Nos. 55, 423)

“Provision for federal and foreign taxes on income, net
of estimated refunds” (*Co. No. 428)

“Provision for income taxes, less $XXX of U.S. Gov-
ernment securities” (*Co. No. 239)

“Provision for taxes: taxes on income” (*Co. No. 279)

“Provision for United States and Canadian taxes on in-
come” (*Co. No. 377)

“Provisions for taxes” (*Co. No. 402)

“Provision for taxes” (*Co. No. 451)

“Provision for Federal and State Income Taxes”
Nos. 340, 406)

“Provision for United States and foreign taxes on in-
come” (*Co. No. 2)

“Provision for income and other taxes” (*Co. No. 211)

“Provision for Federal, state and Canadian income taxes
(less U.S. Government and other marketable obliga-
tions of $XXX” (*Co. No. 418)

“Provision for Federal, state and foreign taxes on in-
come” (*Co. No. 452)

“Provision for United States and Canada income taxes”
(*Co. No. 349)

“Provision for United States and Canadian taxes on in-
come and for renegotiation” (*Co. No. 105)

“Estimated provision for taxes based on income” (*Co.
No. 278)

(*Co.

Reserve—(20 Companies) :

“Reserve for Federal income tax(es)” (*Co. Nos. 64,
88, 102, 290, 301, 342)

“Reserve for Federal, state and foreign income taxes”
(*Co. No. 8)

“Reserves for U.S. and Cuban taxes on income” (*Co.
No. 51)

“Reserve for federal and foreign taxes on income”
(*Co. No. 562)

“Reserve for Federal and Canadian income taxes” (*Co.
No. 93)

“Reserve for U.S. and Canadian Income Taxes and Re-
negotiation” (*Co. No. 549)

“Reserve for taxes on income” (*Co. No. 158)

“Reserves for federal, state and local taxes” (*Co. No.
470)

“Reserve for Estimated Federal Income Taxes” (*Co.
No. 24)

“Reserve for Federal taxes on income” (*Co. Nos. 89,
245)

“State and Federal Taxes (Reserve)” (*Co. No. 185)

Accrued—(92 Companies) :

“Accrued federal taxes on income” (*Co. No. 85)

“Accrued Federal income taxes” (*Co. Nos. 159, 567)

“Accruals: Federal income taxes, less United States tax
notes of $XXX” (*Co. No. 47)

“Accrued liabilities: Federal taxes on income” (*Co.
Nos. 146, 219, 437)

“Accrued taxes: Federal income” (*Co. No. 20)

“Accrued interest and taxes” (*Co. No. 500)

“Accrued taxes—Federal income tax” (*Co. No. 508)

“Accrued liabilities: Federal income taxes” (*Co. Nos.
164, 247)

*Refer to Company Appendix Section.
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“Accrued liabilities: Federal and State taxes” (*Co. No.
172)

“Accrued income taxes: United States $XXX» (*Co.
No. 179)

“Accrued federal, state, local and foreign taxes” (*Co.
No. 498)

“A;:crued Federal, State and Town Taxes” (*Co. No.

23)

“Accrued taxes: United States and foreign income taxes”
(*Co. No. 432)

“Accrued taxes: Federal and Canadian taxes on income”
(*Co. No. 522)

“Accrued taxes: U.S. and foreign taxes on income”
(*Co. No. 49)

“Accrued domestic and foreign taxes” (*Co. No. 351)

“A’;:crued accounts: Federal income taxes” (*Co. No.
2)

“Accrued accounts: Federal, state, and local taxes”
(*Co. No. 398)

“Accrued Federal and Canadian Income Taxes” (*Co.
No. 458)

“Accrued accounts: Federal taxes on earnings (Less
U.S. Treasury obligations, $XXX)” (*Co. No. 485)
“Accrued accounts: Federal taxes on income, less Unit-

ed States Government short-term securities—$XXX"
(*Co. No. 551)
“Taxes accrued” (*Co. Nos. 267, 328)
“Tax accruals” (*Co. No. 167)
“F;gler)al, Canadian and other taxes accrued” (*Co. No.
2

Federal income tax—(234 Companies):

“Federal income tax(es)” (*Co. Nos. 34, 54, 117, 153,
302, 412, 443, 489)

“Federal taxes on income” (*Co. Nos. 100, 233, 308,
339, 374, 400, 503)

“Federal income tax(es) payable” (*Co. Nos. 336, 510)

“Federal and state taxes on income” (*Co. Nos. 284,
440)

“Federal and state income taxes” (*Co. Nos. 317, 363)

“Fedegal, Canadian and State income taxes” (*Co. No.
381

“Federal, state and Canadian taxes on income—3$XXX
less U.S. Government securities at cost” (*Co. No.
327)

“Federal, State, and Canadian taxes on income” (*Co.
No. 255)

“Federal and foreign taxes on income, net after govern-
ment tax notes of $XXX” (*Co. No. 27)

“Federal taxes on income and renegotiation” (*Co. No.
98)

“Federal, State and other taxes (after deducting U.S.
Government securities at cost—$XXX)” (*Co. No.
37)

“Federal and state taxes” (*Co. No. 473)

“Federal income taxes and renegotiation” (*Co. No. 38)

“Federal and foreign taxes on income and renegotia-
tion” (*Co. No. 236)

“Federal, state and territorial taxes on income” (*Co.
No. 156)

“nggral and (in 1958) foreign income taxes” (*Co. No.

89)

“Federal and Foreign taxes on income (*Co. Nos. 9,
87, 395)

“Federal Income Tax prior year” (*Co. No. 67)

“Federal taxes on income less U.S. Securities held for
payment—$XXX” (*Co. No. 202)

“Federal taxes on income, less U.S. Government securi-
ties of $XXX” (*Co. No. 520)

“Federal, state and foreign taxes (less United States and
foreign Government Securities—$XXX)” (*Co. No.
477)

Section 2: Balance Sheet

“Federal and state taxes on income-—prior Yyears”
(*Co. No. 42)

“Federal income taxes—prior years” (*Co. No. 466)

“Federal and State taxes on income less United States
Government securities in the amount of $XXX to be
used in payment thereof” (*Co. No. 168)

“Federal, Canadian, and State taxes on income” (*Co.
No. 570)

“Federal taxes on income, net” (*Co. No. 131)

“Federal income taxes less U.S. Government direct and
indirect obligations of $XXX” (*Co. No. 358)

“Liability for federal income taxes” (*Co. No. 5)

“United States Taxes on Income, less U.S. Treasury
Securities, $XXX” (*Co. No. 232)

“United States income taxes” (*Co. No. 496)

“United States and Canadian Federal income taxes”
(*Co. No. 124)

“U.S. and Canadian income taxes” (*Co. Nos. 75, 259)

“United States and foreign taxes on income” (*Co. Nos.
157, 200, 468)

“United States and foreign income taxes” (*Co. No.
197)

“United States and Canadian income taxes” (*Co. No.
251)

“U.S.A., Canadian and Cuban taxes on income” (*Co.
No. 595)

“United States, Canada, and other taxes on income”
(*Co. No. 242)

“United States taxes less U.S. Treasury securities—
$XXX” (*Co. No. 268)

“United States and Canadian taxes on income” (*Co.
Nos. 299, 420)

Income taxes—(10 Companies):
“Income taxes” (*Co. No. 346)
“Income and social security taxes” (*Co. No. 174)
“Income and other taxes” (*Co. No. 74)
“Income taxes payable” (*Co. Nos. 444, 519)
“Taxes on income” (*Co. Nos. 151, 442, 531)
“Income and operating taxes” (*Co. No. 494)
“Taxes on income payable to United States and Canada”
(*Co. No. 512)

Taxes—(8 Companies) :

“Taxes” (*Co. Nos. 180, 321)

“Taxes payable (including income taxes)” (*Co. No.
505)

“Taxes payable” (*Co. No. 356)

“Taxes payable and accrued” (*Co. Nos. 272, 347)

“Local, State and Federal Taxes, less United States
Securities of $XXX” (*Co. No. 558)

“General and Federal Taxes” (*Co. No. 597)

U.S. GOVERNMENT SECURITIES USED TO
OFFSET INCOME TAX LIABILITY

The committee on accounting procedure of the
American Institute of Certified Public Accountants in
Restatement and Revision of Accounting Research Bul-
letins (Bulletin No. 43—Chapter 3—Section B), issued
in 1953, made the following statement regarding the
“Application of United States Government Securities
against Liabilities for Federal Taxes on Income”:

*Refer to Company Appendix Section,
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It is a general principle of accounting that the
offsetting of assets and liabilities in the balance
sheet is improper except where a right of set-off
exists. An example of such exception was the
showing of United States Treasury Tax Notes,
Tax Series A-1943 and B-1943, as a deduction
from the liability for federal taxes on income,
which the committee approved in 1942.

In view of the special nature of the terms of the
1943 tax notes, the intention of the purchaser to
use them to pay federal income taxes could be
assumed, since he received no interest or other
advantage unless they were so used. Some pur-
chasers doubtless viewed their purchase of the
notes as being, to all intents and purposes, an
advance payment of the taxes.

In the absence of evidence of a contrary intent,
it was considered acceptable, and in accordance
with good accounting practice, to show the notes
in the current liability section of the balance
sheet as a deduction from federal taxes on income
in an amount not to exceed the accrued liability
for such taxes. The full amount of the accrued
liability was to be shown with a deduction for the
tax payment value of the notes at the date of the
balance sheet.

. It also was recognized as clearly proper to show
the notes in the current asset section of the bal-
ance sheet as any other temporary investments
are shown. If at the balance-sheet date or at the
date of the independent auditors’ report there
was evidence that the original intent was changed,
the notes were to be shown in the current asset
section of the balance sheet.

Government securities having restrictive terms
similar to those contained in the 1943 tax series
notes are no longer issued, although certain other
types of government securities have since been
issued which are acceptable in payment of lia-
bilities for federal taxes on income. However,
because of the effect on the current position of
large tax accruals and the related accumulations
of liquid assets to meet such liabilities, many
companies have adopted the practice of acquiring
and holding government securities of various
issues in amounts related to the estimated tax
liability. In their financial statements these com-
panies have often expressed this relationship by
showing such securities as a deduction from the
tax liability, even though the particular securities
were not by their terms acceptable in payment of
taxes. If the government securities involved may,
by their terms, be surrendered in payment of
taxes, the above practice clearly falls within the

principle of the permissive exception described
in paragraph 1. The committee further believes
that the extension of the practice to include the
offset of other types of United States government
securities, although a deviation from the general
rule against offsets, is not so significant a devia-
tion as to call for an exception in an accountant’s
report on the financial statements.

6. Suggestions have been received that similar con-
siderations may be advanced in favor of the off-
set of cash or other assets against the income
and excess profits tax liability or against other
amounts owing to the federal government. In the
opinion of the committee, however, any such
extension or application of the exception, recog-
nized as to United States government securities
and liabilities for federal taxes on income, is not
to be regarded as acceptable practice.

United States Government securities were disclosed
in the balance sheets of 274 survey companies (as
compared with 359 in 1955) either as current assets or
as deductions from the federal income tax liability in
the current liability section.

Table 28 disclosed the different types of U.S. Gov-
ernment securities held by the survey companies, as
described in their reports, and indicates their balance
sheet presentation.

All Government Securities Presented as an Offset to the
Federal Income Tax Liability

AMERICAN SEATING COMPANY
Current Liabilities:
Federal income taxes, less United States tax
notes of $1,095,654 ... ... .. ... ....... $301,718

BEATRICE FOODS CO.
Current Liabilities:
Federal taxes on income, estimated, current
and prior years, less United States Treas-
ury securities $5,918,726.57 ...... ... $379,937.88

BRISTOL-MYERS COMPANY
Current Liabilities:
Federal and Canadian taxes on income . . ... $886,797
After deduction of U.S. tax bills, notes and
certificates of indebtedness—$3,724,826

FEDERATED DEPARTMENT STORES, INC.
Current Liabilities:
Federal taxes on income less U.S. Treasury
Bills of $11,957,518 ............... $11,058,120

NATIONAL DAIRY PRODUCTS CORPORATION
Current Liabilities:
Provision for Federal and Canadian taxes
on income ...................... $28,134,248
Less—Short-term U.S. Government se-
curities ............ ... ... (15,833,200)
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TABLE 28: U. S. GOVERNMENT SECURITIES USED TO OFFSET
FEDERAL INCOME TAX LIABILITY

Number of Companies with U.S.

Government Securities presenting— 1958 1955

All Government securities as an offset to the
Federal income tax lichility with such securi-
ties identified as:

U.S. Government securities or similar caption
Treasury notes .........................
Treasury notes, and bills or certificates .. .. ..
Treasury tax notes or certificates .. ....... ..
Treasury tax anticipation notes, certificates, or

bills . ... ...
Treasury bills ....... ... ... ... ... .......

Total .........................

l |
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Certain Government securities as an offset
to the Federal income tax liability with such
securities identified as:

U.S. Government securities or similar caption 59
Treasury notes ......................... 5
Treasury notes, and bills or certificates ... .. —
Treasury tax notes or certificates ......... . 3

Treasury tax anticipation notes, certificates, or
bills . ... ... 4
Treasury bills .......... ... ... ... ... .... 4
5

Total ............. ... ........

All Government securities as Current Assets
with securities identified as:

U.S. Government securities or similar caption 142 169

Treasury motes ......................... 4 4
Treasury bills .......................... 14 13
U.S. Government or treasury bonds ........ 3 _4

Total ............. ... .. ... . ... 163 190

Number of Companies with no U.S.
Government Securities presenting:

Federal income tax liability . .............. 302 232
No Federal income tax liability ........... 24 9
Total . ....... ... ... .......... 326 241
Total ......... ... ... ... . ... .... 600 600

BROWN SHOE COMPANY, INC.
Current Liabilities:
Federal and state taxes on income—esti-

mated . ... ... ... ... ... .. $8,193,107
Less United States Government obligations
—atcost ........ ... 2,993,728
$5,199,379
DIAMOND GARDNER CORPORATION
Current Liabilities:
Accounts payable and accrued liabilities . .. $7,403,000
Accrued taxes (less U.S. Government securi~
ties: $5,103,000) ................. .. 1,644,000

UNION BAG-CAMP PAPER CORPORATION
Current Liabilities:
Federal taxes on income, less United States
Government short-term securities, $11,-
276,770 . . . $2,138,776

Certain Government Securities Presented as an Offset
to the Federal Income Tax Liability

ALCO PRODUCTS, INCORPORATED
Current Assets.

United States Government securities—at cost $6,338,305
Current Liabilities:

Estimated federal income taxes and renego-

tiation (less U.S. Government securities
—$3,598,437) . ... ... —_—

THE CELOTEX CORPORATION
Current Assets:
U.S. Government securities, at cost which
approximates market ................ $5,125,073

Current Liabilities:
Federal income taxes (less U.S. Treasury obli-
gations, $1,900,000) .................. $309,786

CITIES SERVICE COMPANY
Current Assets:
United States Treasury securities and ac-
crued interest ..................... $61,871,674

Current Liabilities:
Provision for Federal taxes on income, less
United States Treasury securities $1,-
983,852 ... —_

HARRIS-INTERTYPE CORPORATION
Current Assets:
United States Treasury securities, at cost
plus accrued interest .. ............... $1,763,700
Current Liabilities:
United States and foreign taxes on income
(after deducting $1,980,311 of United
States Treasury securities) ........... $ 980,836

THE PROCTER & GAMBLE COMPANY
Current Assets:
U.S. Government and other marketable
securities, at cost (approximately mar-
ket) ... o $58,898,773
Current Liabilities:
Federal taxes on income, less U.S. Govern-
ment securities of $48,927,678 ...... —
A. O. SMITH CORPORATION
Current Assets:
Commercial paper and U.S. Government
securities, at cost which approximates

market value .................... $12,557,365
Current Liabilities:
Federal taxes on income ............. $ 4,863,882
U.S. Government securities, at cost which
approximates market value, offset

against federal taxes on income

...... (4,863,882)
STEWART-WARNER CORPORATION
Current Assets:
U.S. Government securities, at cost .... $18,289,213
Less: Amount applied in reduction of
Federal income taxes (4,276,304)
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Current Liabilities:
Federal and other income taxes . . ... ... $ 4,276,304

Less: U.S. Government securities . . . (4,276,304)
ZENITH RADIO CORPORATION
Current Assets:
U.S. Government securities, at cost .... $28,277,595

Current Liabilities:
Provision for Federal income

taxes . ................ $10,711,229
Less——_—U.S. Government se-
curities . ............ 10,700,000 $ 11,229

All Government Securities Presented as Current Assets

ALLIED LABORATORIES, INC.
Current Assets:
United States Government obligations, at
COSt ... $3,413,470
Current Liabilities:
Accrued liabilities—
Federal and state income taxes ........ $1,444,507

AUTOMATIC CANTEEN CAMPANY OF
AMERICA
Current Assets:
United States Treasury notes: $100,000 due
February 14, 1959 and $125,000 due
August 1, 1959, at cost .............. $ 222,656

Current Liabilities:

Accrued accounts: Federal income taxes .. $2,917,449
CONTINENTAL BAKING COMPANY
Current Assets:
U.S. government securities, at cost . . .. .. .. $1,223,768
Current Liabilities:
Accrued federal income tax .. ....... .... $6,572,346
GENERAL BAKING COMPANY
Current Assets:
U.S. Treasury Bills, at cost .. ........... $1,895,900
Current Liabilities:
Federal taxeson income . ............... $1,845,069

THE PITTSTON COMPANY
Current Assets:
U.S. Government securities—at cost .. ... $ 124,627
Current Liabilities:
Accrued liabilities (including Federal and
State income taxes $2,138,019) . ... . .. $5,809,696

STANDARD OIL COMPANY OF CALIFORNIA
Current Assets:
U.S. Government securities, at cost which
approximates market .. ... .. ... ... $105,708.931

Current Liabilities:
Federal and other taxes based on income
(estimated) ...... . ... ....... .. $ 53,517,428

SHORT-TERM BORROWING AND
LONG-TERM INDEBTEDNESS

The various types of short-term borrowing and long-
term indebtedness presented in the 1958 balance sheets
of the 600 companies included in the survey are sum-
marized in Table 29.

TABLE 29: SHORT-TERM BORROWING AND
LONG-TERM INDEBTEDNESS

Current Noncurrent
Liability Liability

Short- Long-
Balance Sheet Description term term
Notes payable (*Co. Nos. 33, 52,

107, 264, 302, 405, 531) . 154 354
Loans payable (*Co. Nos. 28, 192,

259, 311, 428, 504) . . 32 37
Bonds payable (*Co. Nos. 179,

270, 299, 343, 548, 591) ... .. — 20
Debentures (*Co. Nos. 64, 78,

199, 203, 311, 505) ... .. — 79
Sinking fund debentures (*Co

Nos. 7, 184, 270, 351, 445, 514) — 147
Revolving credit agreement (*Co.

Nos. 117, 205) . 2 —_
V-loan agreement (*Co Nos. 205

364, 439y ... ... . .. 3 —
Equlpment contracts (*Co. Nos.

321, 337, 405, 593) .. . ... 2 10
Purchase money obligations (*Co.

Nos. 64, 184, 500, 506, 542) — 10
Real estate obligations (*Co. Nos.

51, 56, 544) ... ... ... ... — 4
U.S. and Foreign Government

loans (*Co. No. 251) . — 1
Mortgages payable (*Co. Nos. 33,

89, 102, 322, 493) .. 1 92
Contracts payable (*Co. Nos. 61

179, 238,550) .......... .. . 3 15
Other long-term liabilities (*Co.

Nos. 163, 257, 332, 485) ... .. — 12
Owed by—subsidiaries (*Co. Nos.

44,97,254,398) ........... 13 21
Owed to—unconsolidated subsidi-

aries or affiliates (*Co. Nos.

184, 240, 331,402) ......... 13 2

Total ............... **223 804
Number of Companies presenting:
Short-term borrowingonly ................ 44
Short-term borrowing and long-term indebted-

TIESS .« oot e e 165
Long-term indebtedness only ............ .. 304
Neither short-term borrowing nor long-term

indebtedness .............. ... ... ..... 87

Total ........... ... ... ........ 600

*Refer to Company Appendix Section.

**Excluding items set forth in the current liability section which
represent the portion of long-term indebtedness payable within
one year,

The annual reports of these companies disclose that
87 had neither short-term borrowing nor long-term
indebtedness at the close of the accounting period. Of
the remaining 513 companies, 44 presented short-term
borrowing only; 304 disclosed only long-term indebted-
ness, and 165 presented both short-term borrowing and
long-term indebtedness in their balance sheets.
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A total of 101 survey companies disclosed in their
annual reports that they had established credit agree-
ments either during the year or in some prior year. The
types of agreement disclosed were: V-long (9 com-
panies), revolving credit (36 companies), or simple
credit agreements (56 companies).

Five companies disclosed that they had entered into
credit agreements subsequent to the end of their ac-
counting period and thirteen companies reported that
borrowing under credit agreements were repaid during
the year.

Notes payable continues to be the most prevalent
type of both short-term borrowing and long-term in-
debtedness disclosed in the 600 reports surveyed.

Examples from the 1958 reports illustrating the
presentation of short-term borrowing in the current lia-
bility section, and of long-term indebtedness in the non-
current liability section of the balance sheet, including
indebtedness secured by collateral, are shown below.

Other examples of the presentation of credit agree-

ments are included in Section 4—*“Cash Dividend Re-
strictions.”

SHORT-TERM BORROWING
Notes Payable

GRUMMAN AIRCRAFT ENGINEERING
CORPORATION
Current Liabilities:

Notes payable to banks—unsecured . . . .. $12,200,000
UTAH-IDAHO SUGAR COMPANY

Current Liabilities:
Notes payable to banks ............... $11,100,000

Loans Payable

AMERICAN SMELTING AND REFINING
COMPANY
Current Liabilities:

Bank loans (paid January 1959) ........ $13,000,000

DRAVO CORPORATION
Current Liabilities:

Loans from banks due within one year ... .. $500,000
TIMKEN ROLLER BEARING COMPANY

Current Liabilities:
Bank loans (foreign operations) ........ $1,006,443

Revolving Credit Agreement

BUFFALOQO-ECLIPSE CORPORATION
Current Liabilities:
Notes Payable:
Revolving bank credit (Note 3) ........ $2,250,000
316 % notes payable due within one year 450,000

Note 3: Revolving Bank Credit Agreement—The Company has a
revolving bank credit agreement dated July 21, 1955, which permits
borrowings of up to $2,500,000, to be evidenced by 90 day notes.
The interest rate is 3% to 3% % per annum. The Company must
pay a commitment fee quarterly at the rate of 3 of 1% per annum
on the average unused portion of the credit. The agreement expires
on July 31, 1960.

While the agreement is in force and while any of the borrowings
thereunder remain unpaid, among other things: (a) the Company
must maintain net working capital of at least $5,000,000; (b) the
Company must maintain bank balances aggregating not less than
$1,200,000, except that it may fail to maintain such balances for
not more than 10 days in a calendar month provided the aggregate
average daily balances during such month shall exceed $1,200,000;
(c) the Company must hold short-term United States Government
securities in an amount at least equal to the liability for Federal
income taxes; (d) the Company must, as of July 31 of each year,
reduce its total liabilities to an amount not more than $1,000,000
in excess of the aggregate value of its cash, current accounts re-
ceivable and Government securities; (e¢) without the prior written
consent of the banks which have extended 75% or more of the
total commitments, the Company may not pay any dividends upcm
its stock (except dividends in its Common Stock) nor purchase
nor retire any of such stock except from net earnings accumulated
subsequent to July 31, 1954, plus the sum of $200,000, nor make
any capital expenditures aggregating in any one year in excess of
$700,000 except that the limitation was increased to $1,400,000 for
the fiscal year ended July 31, 1957 and $1,000,000 for the fiscal
year ended July 31, 1958.

At July 31, 1958 the Company’s bank balances were $1,418,644
or $218,644 in excess of the minimum balances required, The aggre-
gate of cash, current accounts receivable and the $1,000,000 allow-
able under (d) was $4,628,212 or $721,563 in excess of total lia-
bilities. Unrestricted retained earnings determined under (e) above
were $1,370,807 subject, however, to the maintenance of cash bal-
ances and other quick assets in excess of liabilities as previously
explained. These terms are as restrictive as any imposed by the
other outstanding debt.

Owed by Subsidiaries

THE COCA-COLA COMPANY
Current Liabilities:
Notes payable by subsidiaries . ........... $3,031,971

H. H. ROBERTSON COMPANY
Current Liabilities:

Notes payable to banks by subsidiaries .... $306,524
Owed to Unconsolidated Subsidiaries

FIRST NATIONAL STORES INC.
Current Liabilities:

Owing to subsidiary companies . ........... $122,995

OTIS ELEVATOR COMPANY
Current Liabilities:
Payable to subsidiaries—not consolidated .. $900,279

LONG-TERM INDEBTEDNESS
Noncurrent Liabilities

ARMCO STEEL CORPORATION
Long-Term Debt, less current portion
(page 23) ... $107,056,000

Page 23: Long-Term Debt (Less Current Portion)—
Armco Steel Corporation:
Sinking Fund Debentures:
Series A—2% %, due April 1, 1966; annual sink-
ing fund of $1,500,000 .................... $ 19,000,000
Series B—3%, due January 1, 1968; annual sink-

ing fund of $1,870,000 .................... 13,090,000
Series C—3%, due January 1, 1964; annual sink-
ing fund of $2,500,000 .................... 7,500,000
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Notes Payable to Banks—314% through 1962 and
3% thereafter; $15,000,000 due on December
31, 1962 and 1963, remainder due on December

31, 1964 . ... 50,000,000
Total, Armco Steel Corporation ........ $ 89,590,000
The National Supply Company (subsidiary company) :
Debentures—23% %, due June 1, 1967; annual sink-
ing fund of $667,000 (the 1959 and part of the
1960 requirements have been satisfied) ....... 9,466,000
Notes Payable to Banks—318%; $500,000 due on
December 31, 1960, and $1,500,000 due on De-
cember 31 annually thereafter through 1965 .. ... 8,000,000
Total .........coiiiiiiiiii $107,056,000

ARMOUR AND COMPANY
Long term debt (Note 5)
First Mortgage, Twenty-Five Year 234 %
Sinking Fund Bond, Series F, due July
1, 1971 ... $ 42,500,000
First Mortgage 3% Sinking Fund Bonds,

Series G, due July 1, 1971 ... ... .. .. 10,206,000
3% % Sinking Fund Debentures, due Sep-

tember 1, 1968 . ... ... .. ... .. .. .. 26,000,000
Purchase Money Notes, payments due in

installments to 1968 ............... 1,006,977

) $ 79,712,977
Subordinated long term debt (Note 6)

3% % Cumulative Income Debentures
(Subordinated), due November 1, 1972 16,954,000

5% Cumulative Income Subordinated
Debentures, due November 1, 1984 .. 58,463,520
$155,130,497

Note 5: Long Term Debt—Long term debt maturities and sinking
fund requirements for the fiscal year 1959 aggregate $5,108,246. Of
this amount $2,860,000 has been anticipated and paid in advance;
the balance of $2,248,246 has been deducted from long term debt
and included in current liabilities at November 1, 1958. The amount
payable in 1960 will be $4,988,887, in 1961 $5,642,888, in 1962
$6,643,582, and in 1963 $6,644,305.

Note 6: Subordinated Long Term Debt—The indenture under
which the 31%2% income debentures were issued provides that the
Company pay into a sinking fund in each year after 1947 an amount
sufficient to bring total sinking fund payments up to an average of
at least $1,400,000 per annum during such period. The amount of
the required payment in any one year may be greater or less than
$1,400,00Q under a formula based mainly on the Company’s earnings.
Payment into the sinking fund is required to be made in 1959 for
the redemption of $1,385,000 principal amount of 312% income
debentures, which amount has been deducted from subordinated
11%1;% term debt and included in current liabilities at November 1,

The indenture under which the 5% income debentures were issued
provides, under certain conditions, for required retirements through
a sinking fund, and for optional retirements. No retirement is re-
quired to be made in 1959.

BELL & HOWELL COMPANY
Long-Term Debt—Iess portion classified as
current liability—Note C ... .......... $7,500,000
Note C: Long-Term Debt—Long-term debt consists of the fol-
lowing:
December 31
1958 1957

1
................................. $1,800,000 $2,100,000
1,100,000 1,300,000

25-Year 4%;/6 Subordinated Notes—due

March 1, 1982 ... ..................... 4,000,000 4,000,000

5% Convertible Debentures—due November
30, 1967 ... 1,000,000 1,000,000
5% Income Note ................c...... — 500,000
Total . ..........ciiiiian.. $7,900,000 $8,900,000

The Fifteen-Year 3Y4% Notes require sinking fund payments of
$300,000 a year; the Fifteen-Year 3% % Notes require sinking fund
payments of $100,000 a year for the years 1959-1965 inclusive, and
$125,000 thereafter. These notes have preference as to payment over
the 25-Year 434 % Subordinated Notes.

The 25-Year 434 % Subordinated Notes are convertible into Com-
mon Stock of the Company to 1967 (present conversion price
$43.60 a share), Sinking fund payments of $200,000 a year are
required beginning in 1967. Under the terms of issuance, dividends,
except stock dividends, and purchases of Company capital stock,
may not exceed the sum of consolidated net earnings since De-
cember 31, 1956, proceeds from sale of stock, indebtedness which
has been converted into stock, and $1,000,000. At December 31,
1958, consolidated net earnings invested in the business not subject
to this limitation amounted to approximately $4,700,000. There are
also certain limitations as to the payments of dividends on and
purchases of common shares under the terms of issuance of the
Fifteen-Year 314% and 334 % Notes and the Preferred Stock;
however, the limitations pertaining to the 25-Year 434 % Notes are
more restrictive.

BORG-WARNER CORPORATION
Long-term note payable, due $375,000 an-

nually to October 1, 1966 when balance

is due, less current installment, $375,000

included in accounts payable (assumed

on merger with Byron Jackson Co.) .. $ 4,550,000
338 % sinking fund debentures due 1974

(assumed on merger with York Corpora-

tion) (Note 3) ................... $17,400,000

Less debentures reacquired and held in
treasury . ...........c...einin.. 2,798,000
$14,602,000

Note 3: The corporation is required to pay (either in cash or
reacquired debentures) to the trustee under the sinking fund
debentures on September 30 of each of the following years an
amount sufficient to redeem debentures in the following respective
principal amounts: $600,000 in each of the years 1959 through
1963; $1,100,000 in each of the years 1964 through 1969; $1,500,000
in each of the years 1970 and 1971; and $1,600,000 in each of the
years 1972 and 1973.

SUN CHEMICAL CORPORATION
Long-term liabilities, after deducting pay-
ments due within one year:
Twenty Year, 2% % Sinking Fund Deben-
tures, due August 1, 1966 .. .. ... ... $2,580,000
Notes payable, 3V4 %, due in equal annual
installments on April 30, 1960 and

1961 ... ... .. 871,913
Other long-term liabilities ............ _ 258,365
Total long-term liabilities ....... $3,710,278
BOTH SHORT-TERM BORROWING AND
LONG-TERM INDEBTEDNESS
GENERAL CIGAR CO., INC.
Current Liabilities:
Short-term notes payable ............. $ 2,000,000
Portion of long-term debt due within one
VAT . .ot 1,057,000

Noncurrent Liabilities:
Long-term debt:
3%4% note payable in annual install-
ments to July 1, 1963 . ... ... ... $ 3,000,000
314-415 % note payable in annual in-

stallments to October 1, 1961 1,400,000
5% % cumulative income subordinated
debentures, due June 1, 1987 (Note
1) o 6,534,000
$10,934,000

Note 1: On May 31st of each year, if earnings of the preceding
year, as defined in the indenture, are sufficient, the Company is re-
quired to pay $233,000 into a sinking fund for retirement of the
debentures. During 1958 debentures purchased in 1957 in that
amount were retired and $76,000 of debentures were purchased for
application to the 1959 sinking fund requirement.
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AMERICAN CYANAMID COMPANY
Current Liabilities:

Bank obligations in foreign currencies . ... $1,760,767
Funded debt installments due within one
YEAT .. 1,338,000
Noncurrent Liabilities:
Funded debt not due within one year:
3% Purchase Money Obligations due
1960 to 1968 .. . ... ... ... .... $ 1,267,000
2% % Sinking Fund Debentures, due
1965 . 16,750,000
3% % Promissory Notes, due 1977 to
1987 ... 75,000,000
Total funded debt not due within
ONE Vear .................. $93,017,000

THE GENERAL TIRE & RUBBER COMPANY
Current Liabilities:
Notes payable:
Under credit agreement of Aerojet-Gen-
eral Corporation ............... . $14,000,000
Other .... ... .. ... .. ... ... ... 15,550,000
Instalments of long term debt .......... 3,952,900
Noncurrent Liabilities:
Long term debt (Note F) .............. $66,957,800
Note F: Long term debt consists of the following (excluding 1959
instalments) :

The General Tire & Rubber Company—
Unsecured promissory notes

3% due 1960 to 1968 ... ................... $ 7,300,000
334% due 1960 to 1972 .. ... ... ............ 8,666,000
4% due 1962 to 1981 ........................ 25,000,000
Unsecured bank loans
3%4 % due 1960 to 1961 ................... ... 2,000,000
4% % due 1960 to 1962 . ... ... .............. 4,500,000
4% % due 1963 ... .. ... ... ... ...l ,000,000
Subordinated sinking fund debentures
413% due 1960 to 1981 ................. ... .. 1,306,500
4% 9% due 1960 to 1981 ...................... 3,580,300
6% due 1961 to 1982 ........................ 11,025,000
The General Tire and Rubber Company of Canada
Limited 5% sinking fund debentures, due 1960 to
1069 .. e e 1,080,000
$66,957,800

KIMBERLY-CLARK CORPORATION
Current Liabilities:
Current maturities of long-term debt .... $ 1,825,600
Bank loans of foreign subsidiaries .. .... 2,354,916
Noncurrent Liabilities:
Long-term debt (Note4) .............. $45,000,000
Note 4: Long-Term Debt—The long-term debt at April 30, 1958
is summarized as follows:
Kimberly-Clark Corporation:
Sinking fund debentures—334 %, maturing 1963 to

1983, inclusive ............... ... ... .. .. .. ... $30,000,000
Sinking fund note—3%2%, maturing 1959 to 1967,

inclusive . ............ . ... .. 9,000,000
Kimberly-Clark Pulp and Paper Company Limited first
mortgage serial bonds (payable in Canadian dollars)
—3%4 %, maturing 1959 to 1966, inclusive .......... 6,000,000
Total .. ... . e e $45,000,000

INDEBTEDNESS SECURED BY COLLATERAL

Short-Term Borrowing

ALLEN B. DuMONT LABORATORIES, INC.
Current Liabilities:
Notes payable to banks:

Under V-loan agreement (Note 2) ... $2,900,000
Under revolving credit agreement (Notes
3and 6) ... ... 900,000

Mortgage installments due within one year $ 47,336

Long-term Liabilities:
Mortgage payable (less installments due
within one year) ................... $ 638,794

Note 2: V-Loan Agreement—Under the terms of a V-loan agree-
ment with certain banks, the Company may borrow up to $3,000,000
at any time or from time to time prior to March 31, 1959, all loans
to mature at that date. As security for the loans, the Company has
assigned and pledged all moneys due and thereafter to become due
under its defense production contracts. At December 31, 1958,
loans aggregating $2,900,000 were secured by the assignment of
accounts receivable and inventories aggregating approximately $3,-
280,000, On March 27, 1959, the V-loan agreement was amended
to provide for the extension thereof to June 30, 1959, with a re-
duction of the maximum permitted borrowing to a total of
$2,000,000.

The agreement provides, among other things, that the Company
will maintain its consolidated net current assets (as defined) at not
less than $10,000,000, and may declare and pay cash dividends,
acquire any of its stock, or make distribution of its assets to its
stockholders if, immediately thereafter, the aggregate of all amounts
so declared and paid, distributed or applied to such purchase subse-
quent to January 1, 1956 would not exceed 50% of the Company’s
net earnings accumulated subsequent to January 1, 1956, The opera-
tions since this date having resulted in a loss, the Company is re-
stricted from paying any cash dividends on its common stock or
preferred stock.

Since June 1, 1958 the Company has been in default under its
V-loan agreement as the consolidated net current assets at that
date had fallen below the $10,000,000 minimum requirement.

Note 3: Revolving Credit Agreement—Under the terms of a
secured revolving credit agreement with certain banks, loans aggre-
gating $900,000 at December 31, 1958 were secured by assigned
accounts receivable in the amount of $3,305,167. Reference is made
to note 6 hereafter concerning the accounts financing agreement
made in 1959, and the payment in full of the loans made under
the revolving credit agreement.

Note 6: Accounts Financing Agreement—On Febraury 19, 1959,
the Company entered into an agreement with Walter E. Heller &
Company, a commercial financing institution, under which the
latter made an initial loan to the Company in the amount of
$1,584,133 against the assignment of certain receivables, and agreed
to make further loans in amounts equal to 90% of additional
acceptable receivables.

From the proceeds of the above loan, $750,000 was paid to the
banks in full payment of the loans then outstanding under the
secured revolving credit agreement. At the same time the receivables,
which had been pledged to the banks under the revolving credit
agreement, were released from the assignment and pledged under
the said accounts financing agreement.

EVANS PRODUCTS COMPANY
Current Liabilities:
Notes payable:

To banks ........ ... ... ... ... ... ... $1,675,000
To finance company (Note C) .. ... ... 199,746
Others . ........ .. i 120,000

Note C: Note Payable to Finance Company—Inventories of
Fiddes-Moore & Company in the amount of $342,846 are pledged
as collateral to the note payable of that company.

Long-Term Indebtedness

BARIUM STEEL CORPORATION
Noncurrent Liabilities:
Long-term debt (less current portion shown
above):
5% % Convertible Subordinated Deben-
tures due 1969 less $1,935,000 prin-
cipal amount reacquired and $555,000

principal amount converted . ... .. .. $ 7,510,000
Notes and mortgage payable .. ....... 1,855,847
Other ........ . .. . ... . ... .. ...... 657,111

$10,022,958

Notes to Financial Statements
Secured Debt—Long-term debt amounting to $1,900,000 at De-
cember 31, 1958 was secured by the capital stock of a subsidiary.
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THOMPSON RAMO WOOLDRIDGE, INC.
Noncurrent Liabilities:
Long-term Debt—Note B

3% % Debentures due 1971 . $12,103,000

478 % Subordinated Debentures due

1982 ... 19,729,500
Construction loan, less current maturities 8,795,000
Trust deed notes payable, less current

maturities ... ... ... L 315,650

Total long-term debt

Note B: The indenture for the 3% % Debentures requires sinking-
fund payments of $563,000 annually; debentures were acquired by
the Company in 1958 to meet the sinking-fund payment due Feb-
ruary 15, 1959. The indenture for the 4% % Subordinated Deben-
ture requires annual sinking-fund payments beginning in the year
1968. The construction loan of a subsidiary is repayable in thirty
semiannual installments of $430,000 (including 5% interest) begin-
ning October 1, 1959. The construction loan is secured by a deed
of trust on land and buildings in the cost amount of approximately
$17.000,000. The other trust deed notes are payable on various in-
stallment terms over various periods of time.

The 47 % Subordinated Debentures are convertible into Common
Stock of the Company at the rate of one share for each $72.69
principal amount of Debentures if converted on or before August
1, 1962, and one share for each $77.54 thereafter and on or before
August 1, 1967, At December 31, 1958, there were 271,420 shares
of Common Stock reserved for this purpose.

Among other covenants, the indentures impose limitations on the
payment of dividends. Under the most restrictive interpretation of
these covenants, retained income at December 31, 1958, was un-
restricted to the extent of approximately $22,034,000.

DEFERRED INCOME

The terms “deferred income” or “deferred credits”
have been used to identify accounts or groups of ac-
counts whose credit balances will normally be trans-
ferred to revenue accounts as the amounts are subse-
quently realized or earned.

Table 30 indicates that for the year under review
a total of 98 such items were disclosed by 87 of the
survey companies. Such items or accounts have been
variously treated—for example, 66 items were pre-
sented in the balance sheet above the stockholders’
equity section, 12 items were included in the current
liability section, while 20 items were shown with the
related current asset accounts.

Varying descriptions were given by the companies
in referring to these accounts, as detailed in Table 30,
some of which are given in the examples which follow:

With Related Current Asset:

DEERE & COMPANY
Receivables:
Accounts . ... ... ..., $179,524,357
Notes (less unearned interest of $15,472,-
341 in 1958) ... ... ... ... 132,091,557

Total ....................... $311,615,914

ELECTROLUX CORPORATION
Receivables:
Instalment accounts, less unearned finance
charges and reserves aggregating $1,737,-
..................... $15,882,157
212,642

$16,094,799

.......... $40,943,150

TABLE 30: DEFERRED INCOME

1958 1957 1955

Balance Sheet Presentation

With Related Current Asset:
Unearned finance charge (*Co. Nos. 17,

216,231, 265) ... ... . ........... 10 6 8
Unearned interest (*Co. Nos. 114, 192) 3 2 1
Billings on uncompleted contracts (*Co.

Nos. 158, 202, 203, 218) .......... 7 3 —
In Current Liability Section:
Billings on uncompleted contracts (*Co.

Nos. 349, 411) ............. ... .. 3 5 1
Metal treatment charge (*Co. No. 40) 1 1 2
Rent on leased equipment, films, or

meters (*Co. No. 550) .... ... .. .. 1 1 1
Customer service prepayment (*Co.

Nos. 197, 396, 502) .............. 5 5 7
Various other ................ . .. .. —_ — 1
“Deferred income” (*Co. No. 139) .. 1 1 1
Unearned deposits or royalties (*Co.

No.251) ... 1 1 —

Above Stockholders’ Equity Section:

Billings on uncompleted contracts . . . . . — - 3
Discount on reacquired securities (*Co.

No.62) ... 1 — 1
Government contract income (*Co. No.

350) 1 1 3
Magazine subscription income (*Co.

Nos. 356, 368, 546) .......... . . 4 5 5
Premium on debentures issued (*Co.

No. 252) ... ... .. ... ... ... 2 1 1
Profit on foreign sales (*Co. No. 446) 1 2 —
Profit on sales or installment contracts

- (*Co. Nos. 70, 110, 281) .... ... 7 5 6
Profit on fixed assets sold (*Co. Nos.

428, 553) ... ... ..., 4 3 4
Rentals on leased equipment, films, or

meters, or rent (*Co. Nos. 224, 278,

444y L 7 7 7
Deferred or unearned deposits or roy-

alties (*Co. Nos. 198, 497) . . ... ... 2 2 3
Unearned finance charges (*Co. Nos.

86,476) . ... ... ... ... ... . .. 3 3 3
Unearned interest (*Co., Nos. 562, 592) 2 2 3
Unfinished voyage revenue (*Co. No.

559) . 1 1 1
Various other (*Co. Nos. 124, 293,

472) 8 10 3
“Deferred credits” (*Co. Nos. 21, 25,

136, 138, 172) ... ... ... .. ... 16 13 20
“Deferred income” (*Co. Nos. 140,

370, 546) ................. ... .. 7 9 12

Total .......... ... ... .. .. 98 89 95
Number of Companies presenting
Deferred Income Items in:
Current asset section .. ........... . . 20 11 8
Current asset section and above stock-

holders’ equity section ............ _ — 1
Current liability section ............ . 11 14 12
Above stockholders’ equity section .... 56 55 63

87 80 84
Not presenting deferred income items .. 513 520 516
Total .................. .. 600 600 600

*Refer to Company Appendix Section,
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In Current Liability Section

LINK-BELT COMPANY

Accounts payable and accrued liabilities . $10,383,965
Progress billings on uncompleted contracts 1,307,193
Common stock dividends payable ...... 1,128,404

Provision for United States and Canada
income taxes . .................... 3,914,583
Provision for general taxes ............ 1,053,703
Total current liabilities .. ........ $17,787,848

THE NATIONAL CASH REGISTER COMPANY
Current installment on sinking fund notes $ 1,929,000

Payables and accruals ................ 26,365,162
Accrued taxes .............c.. ... 21,623,039
Dividends payable . ................... 2,120,186
Customers’ deposits . ................. 3,983,582
Customers’ service prepayments ........ 12,961,663
Above Stockholders' Equity Section:
WALT DISNEY PRODUCTIONS
Unearned deposits and rentals .......... $2,381,515

EX-CELL-O CORPORATION
Deferred rental income—leased machines $2,626,693

GENERAL ELECTRIC COMPANY

Deferred income (Note 5) ............. $1,850,188

Note 5: Deferred Income at December 31, 1958 included $1,229,-
078 of unamortized premium, received from the sale of debentures
during 1956, which is being returned to income as an offset to

interest expense over the period in which the debentures are sched-
uled to be outstanding.

TIME INCORPORATED
Deferred income

Unearned portion of paid subscriptions .. $43,999,236
Other ......... .. ... . ... ... ... ... .. 1,002,410
$45,001,646

UNITED FRUIT COMPANY
Deferred income (revenue on account of
unfinished voyages, etc.) ............. $2,019,160

MINORITY INTERESTS

Table 31 discloses the balance sheet and income
statement presentation of the minority stockholders’
interest in subsidiaries not wholly owned as shown in
the 1958 survey reports. Only 106 of the 496 survey
companies presenting consolidated financial statements
disclosed the existence of minority interests in the con-
solidated subsidiary companies.

Examples—Minority Interests

The balance sheet and income statement presenta-
tions of the minority interests in consolidated subsidiary
companies are illustrated in the following examples
selected from the 1958 annual reports of various com-
panies. For additional examples relating to minority
interests refer to those shown under “Consolidation of
Subsidiaries” elsewhere in this section.

TABLE 31: MINORITY INTERESTS

Balance Sheet Presentation 1958 1957 1955

Above—Stockholders’ equity section

and shown as:
Minority stockholders’ interest (*Co.

Nos. 9, 12, 96, 157, 240) ........ 85 87 60
Minority stockholders’ interest in capital

stock and surplus (*Co. Nos. 56, 58,

363,428,456) . .......... ... ... 8 7 11
Minority stockholders’ interest in capital
stock (*Co. Nos. 27, 145, 484) .. .. 3 3 5

Within—Stockholders’ equity section
and shown as:

Minority stockholders’ interest

Nos. 179, 500) .................. 3 3 3
Total .................... 99 100 79
Income Statement Presentation
In separate last section:
After current tax estimate (*Co. Nos.

61, 75,194, 287,400) ............ 31 32 30
Before current tax estimate (*Co. No.

75) oo 1 4 2
With current tax estimate ............ —_ - 1
Current tax estimate not required (*Co.

No. 428) ......... ... ... ... 1 — —
Listed among operating items (*Co.

Nos. 37, 157, 186, 346, S00) ...... 34 33 20
Within Earned Surplus Section of Com-

bined Income and Earned Surplus

Statements (*Co. No. 96) ......... 1 2 2

Total .................... 68 71 55
Consolidated Financial Statements with
Minority Interest set forth in:
Balance sheetonly ................. 36 31 26
Balance sheet and income statement . . . 64 68 52
Income statement only ............. 3 3 4
Accompanying footnotes only ........ 3 2 1
106 104 83
Not referred toin report ............ 390 379 376
496 483 459
Unconsolidated Financial Statements
with:
Subsidiary companies ............... 29 36 42
No subsidiary companies ............ 75 81 99
Total .................... 600 600 600

*Refer to Company Appendix Section,

Above Stockholders' Equity Section

ANDERSON, CLAYTON & CO.
Consolidated Balance Sheet
Capital stock and surplus of subsidiaries ap-
plicable to minority interests .......... $5,892,204
Statement of Consolidated Income
Separate Last Section:

Income applicable to minority interests ... $ 287,083
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BEAUNIT MILLS, INC.
Consolidated Balance Sheet

Minority interest in subsidiary companies:
Preferred stock at par (redemption price 1958,

$267,300) ... ... ... $243,000

Common stock and surplus .............. 95,021
$338,021
BUTLER BROTHERS
Consolidated Balance Sheet
Minority interest in subsidiary companies .. $1,200,583
Statement of Consolidated Income
Among Costs and Expenses:

Minority Interest in income of subsidiaries $ 84,487

SAFEWAY STORES, INC.
Statement of Financial Position
Preferred stock of Canadian subsidiary held
by public—par value ............ ... $9,042,800

Statement of Profit and Loss and Net Income
Retained in the Business
Among Other Charges:
Dividends to public on preferred stock of a
subsidiary ......................... $ 397,888

Within Stockholders Equity Section

CROWN ZELLERBACH CORPORATION
Balance Sheet
Stockholders’ Equity:

Minority interest in Canadian subsidiaries . $4,671,000

SINCLAIR OIL CORPORATION
Consolidated Balance Sheet
Stockholders’ Ownership:
Minority stockholders of Sinclair Venezue-
lan Oil Company .................. $3,194,342

Statement of Consolidated Income
Among Costs, Expenses and Taxes:
Net income applicable to minority interest
in Sinclair Venezuelan Oil Company .. § 622,242

APPROPRIATIONS AND RESERVES

The various types of appropriations and reserves
discussed in this section are those which are generally
shown below the current liability section of the balance
sheet (exclusive of inventory reserves which are dis-
cussed in Section 2 under “Inventories”). Such appro-
priations and reserves were used most frequently by the
survey companies for tax purposes, for insurance pur-
poses, in connection with employee benefits, and for
property purposes (apart from accumulated deprecia-
tion, etc., referred to in connection with Table 18.)

In Accounting Terminology Bulletin Number 1, Re-
view and Résumé, prepared by the committee on termi-
nology of the American Institute of Certified Public
Accountants, it is recommended that the use of the
term “reserve” be limited “to indicate that an un-
divided portion of the assets is being held or retained
for general or specific purposes, and that the use of the

term in the income statement or to describe in the bal-
ance sheet deductions from assets or provisions for par-
ticular liabilities should be avoided.” In connection
with its discussion of the general discontinuance of
the use of the term “surplus,” the committee on termi-
nology states,

. . . Retained income appropriated to some spe-
cific purpose nevertheless remains part of retained
income, and any so-called “reserves” which are
clearly appropriations or segregations of retained
income, such as those for general contingencies,
possible future inventory losses, sinking fund, etc.,
should be included as part of the stockholders’
equity.

The tables presented below in this section show each
of the types of the various appropriations and reserves
discussed, together with their balance sheet presenta-
tion. Accompanying these tables are representative ex-
amples of such appropriations and reserves, selected
from 1958 annual reports.

CONTINGENCY RESERVES

The committee on accounting procedure of The
American Institute of Certified Public Accountants
considered problems arising in the accounting treatment
of general contingency reserves and in Accounting Re-
search Bulletin No. 43, chapter 6, expressed its opinion
that if a reserve of this type is set up:

(a) it should be created by a segregation or appro-

priation of earned surplus,

(b) no costs or losses should be charged to it and
no part of it should be transferred to income or
in any way used to affect the determination of
net income for any year,

(c) it should be restored to earned surplus directly
when such a reserve or any part thereof is no
longer considered necessary, and

(d) it should preferably be classified in the balance
sheet as a part of shareholders’ equity.

The use of a reserve for contingencies appears to be

a declining practice. In 1950, 155 out of 600 survey
companies, or over 25 per cent, disclosed contingency
reserves. The number of companies employing this type
of account decreased each year since that time and in
1958 only 58 companies or less than 10 per cent re-
ported reserves for contingencies.

As disclosed in Table 32, such reserves were usually
shown either above the stockholders’ equity section (37
reserves in 1958), or within the stockholders’ equity
section of the balance sheet (21 reserves in 1958).
Extensive references are given at the foot of Table 32
illustrating the above presentations.
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TABLE 32: CONTINGENCY RESERVES
1958 1957 1955 1950

Balance Sheet Presentation*

Among: Current Liabilities .. — — 1 2
A: Among: Current Liabilities and

Above: Stockholders’ Equity . 1 - - —
B: Above: Stockholders’ Equity . 36 38 42 107
C: Within: Stockholders’ Equity . 21 24 29 46

Total ................ 58 62 72 155
Terminology Used
Reserve ............. ... .. ... 46 49 55 125
Provision ............. ... .. ... 1 — 1 3
Various other terms . ........ ... 1 13 16 27
Total ................ 58 62 72 155
Number of Companies with:
Contingency reserves ........... 58 62 72 155
No contingency reserves ........ 542 538 528 445
Total ................ 600 600 600 600

*Refer to Company Appendix Section:

A: Co. No. 140.

B: Co. Nos. 16, 36, 66, 92, 163, 207, 259, 312, 353, 456, 465,
495, 541,591,

C: Co. Nos. 190, 197, 236, 284, 285, 338, 340, 426, 485, 564.

In the majority of the reports presenting contingency
reserves, there was no change in the reserve balance,
or the account was presented in a combined caption
with other reserves, and accordingly changes in the
contingency reserve could not be determined. In those
instances where there were changes in the reserves
during 1958, the annual reports, in most cases, did not
disclose the accounts to which the related entries were
made. However, six companies disclosed that the charges
or credits offsetting the reserve entries were made to
income accounts (e.g., ¥*Co. Nos. 140, 185, 541, 584),
1 company (*Co. No. 274) appropriated the reserve
within the retained earnings account, and 2 companies
(*Co. Nos. 174, 421) credited a liability account. Ex-
amples of creation, operation, and elimination of con-
tingency reserves as presented in the 1958 annual re-
ports are provided below.

Reserve Created

GRUEN INDUSTRIES, INC.
Within Shareholders’ Equity:
Retained earnings appropriated for possible
losses on abandonments, contingencies,

etc. ... $251,000.00

Note 11: The Company has appropriated retained earnings of
$251,000 for possible losses on abandonments, additional %axes,
contingencies, etc.

. Since April, 1958 operations of the Company have been substan-

tially curtailed. In addition, the Company has been actively negotiat-
ing for the sale of its “Electronics Division,” “Time Hill property,”
and the fixed assets or capital stock of certain subsidiaries. The
effect, if any, of the consummation of any of the foregoing on
future operations and financial position of the company is not
presently determinable.

Reserves Maintained

AMERICAN AIR FILTER COMPANY, INC.
Above Stockholders’ Equity:
Reserve for Contingencies . ... ............ $150,000

Notes to Financial Statements

By prior year action of the Board of Directors a reserve for
contingencies was provided against the hazards related to future
commitments.

HEARST CONSOLIDATED PUBLICATIONS, INC.
Above Stockholders’ Equity:
Reserve for Tax and Other Contingencies .. $3,000,011

Note 7: The reserves for tax and other contingencies include only
a nominal amount in respect of reserves for libel and other legal
actions pending in accordance with the usual policy of Hearst
companies. The actual liability, if any, is not determinable at this
time. Such claims are usually for amounts greatly in excess of pay-
ments, if any, required to be made. It is the practice of the com-
panies to record any such lability when determined.

PARAMOUNT PICTURES CORPORATION
Above Capital:
Reserve for Contingencies (see Note F) .. $2,685,424
Note F: Reserve for Contingencies—The reserve is intended to
provide for settlements of anti-trust litigation and other contingen-

cies applicable to the period prior to December 31, 1949, In 1958
charges of this nature were applied to the reserve.

TEXAS GULF SULPHUR COMPANY
Above Stockholders’ Equity:

Reserve for Contingencies .. .......... .. $3,114,136
Consolidated Statement of Reserve for

Contingencies

Balance at January 1, 1958 .. ... ... .. .. $3,102,341

Add: Provision from current operations to

cover uninsured risks ... ......... .. 60,000
3,162,341

Deduct: Damages to property not covered
by insurance ..................... 48,205
Balance at December 31, 1958 .. ... ... .. $3,114,136

Reserve Eliminated

THE GOODYEAR TIRE & RUBBER COMPANY
Within Shareholders’ Equity:
Earned Surplus:
As per statement attached ..... ... .. .. $359,111,816
Segregated as reserve for contingencies . . —_—

Consolidated Earned Surplus Statement

Reserve for contingencies (less $196,350
minority interest) transferred to earned
surplus . ... ...

28,703,650

Financial Review: The reserve for contingencies of $28,900,000,
being no longer required, was transferred to earned surplus.

EMPLOYEE BENEFIT RESERVES

There were 110 employee benefit reserves shown by
94 of the 600 survey companies in their 1958 annual
reports. Table 33 discloses in comparative form the
various types of employee benefit reserves found in the
survey report for the years 1950, 1955, 1957 and
1958. In most instances, these reserves were presented
above the stockholders’ equity section of the balance
sheet (105 reserves in 1958); three reserves were

*Refer to Company Appendix Section.



Employee Benefit Reserves 101

TABLE 33: EMPLOYEE BENEFIT RESERVES

Balance Sheet Presentation* 1958 1957 1955 1950

A: Among: Current Liabilities
for—
Incentive compensation plan .... —— 1 2 1
Profit sharing, welfare or benefi
plans ... ... ... ... .. .. ... _ — 2 3
Pension plan not funded ....... 1 2 2 1
Pension plan—past and current
servicecosts . ............... 2 2 1 —
B: Above: Stockholders’ Equity
for—
Deferred or contingent compensa-
tion plan .................. 23 24 13 6
Incentive compensation plan . ... 11 9 8 2
Bonus plan ... ............... 7 6 7 6
Profit sharing plan ............ 2 2 2 1
Retired employee benefits .. ... 9 9 2 3
Welfare or benefit plans ....... 6 4 8 1
Employment contract .......... 1 2 1 1
Severance pay . ............. 4 2 - -
Supplemental Unemployment Ben-
efits ... ... ... ... 2 - = =
Pension or Retirement Plans:
Pension plan costs .......... 31 31 33 34
Past service costs ......... .. 3 3 5 14
Past and current service costs . 2 3 3 5
Future servicecosts . ......... 1 1 — 1
Former plan liability ........ 2 2 — 1
Annuity costs .............. 1 1 6 5
C: ZVithin: Stockholders’ Equity
or—
Employment contract . ....... .. 1 1 1
Pension plan—past service costs .  — 1 — —
Deferred compensation ........ 1 1 —
Total ............... 110 107 96 97
Terminology Used
Reserve ..... ... .. .. ... ..., 66 64 56 75
Provision .................. .. 16 14 14 13
Various other terms ... ....... 28 29 26 9
Total ............. .. 110 107 96 97
Number of Companies with:
Employee benefit reserves ... ... 94 100 84 82
No employee benefit reserves .. .. 506 500 516 518

Total .............. 600 600 600 600

*Refer to Company Appendix Section:

A: Co. Nos. 447, 507.

B: Co. Nos. 11, 50, 56, 71, 115, 142, 151, 202, 233, 254, 262, 335,
353, 383, 418, 467, 472, 505, 567, 582.

C: Co. Nos. 376, 597.

classified as current liabilities, and two reserves were
presented within the stockholders’ equity section in
1958.

Detailed information regarding increases or decreases
in these reserves was generally given in the notes to
financial statements or in the president’s letter (*Co.
Nos. 14, 46, 49, 172, 271, 299, 447) but in some

reports the related charges were found in the income
statement (*Co. Nos. 10, 24, 115, 153, 202, 369, 374,
422). An extensive list of references to those survey
companies which indicated reserves for employee bene-
fits in their 1958 reports is provided at the foot of
Table 33. Related information and examples of income
statement presentation is provided in Section 3, Table 5.

The examples which follow illustrate the various
types of employee benefit reserves and their disclosure
in the financial statements:

Deferred or Contingent Compensation Plans

W.T. GRANT COMPANY
Other Assets:
Common stock of W. T. Grant Company
At cost, held for Deferred Contingent
Compensation Plan (9,700 and 7,800

shares, respectively)—Note B .. .. .. $ 295,174
Above Capital:
Reserves

For uninsured risks . . ................ $1,500,000
For repainting stores ................ 1,035,906

For deferred contingent compensation—
Note B ... ..................... 322,904
Total reserves ................ $2,858,810

Note B: The amount shown for the reserve for deferred contin-
gent compensation at January 31, 1958 represents (a) to the extent
that allotments are contingently distributable in Common Stock of
the Company, the cost to the Company of 9,700 shares of its
Common Stock held for this purpose, plus provision for 851 addi-
tional shares at the January 31, 1958 market price, plus (b) the
total of small balances remaining in participants’ contingent cash
allotments. For the year 1957, the amount charged to earnings for
this purpose was $73,802.

THE HECHT COMPANY
Above Stockholders’ Equity:
Reserve for Deferred Contingent Compen-
sation of Executives ... .. ......... .. $1,111,048

Notes to Financial Statements

Deferred Contingent Compensation—Certain employment con-
tracts of the Company provide for payment of compensation in
annual installments after termination of employment, provided
conditions set forth in the contract are met. Since the amount
of this compensation will be deductible for Federal Income Tax
purposes when paid, the reserve is provided in the amount of the
net cost to the Company, after estimated Federal Income Taxes.

SERVEL, INC.
Above Capital:
Deferred Compensation (Note 2) ........ $695,698

Note 2: Accrued deferred compensation at October 31, 1958 is
based on employment contracts entered into with the Company’s
president and certain other officers in prior years, as to which no
further amounts accrue except as indicated in the following para-
graph. The amount accrued at October 31, 1958 (which was based
on a “percentage improvement” formula) is payable, subject to
certain conditions, after termination of employment, over varying
periods, the major portion being payable over not more than
120 months.

During the fiscal year 1958, the employment contract with the
president was modified to provide that in each year after fiscal
1957, his deferred compensation would be 5% of net profit before
income taxes, less his fixed salary, such deferred compensation being
limited in total amount to $685,150, if earned, during the remaining
life of the contract which expires in 1961. No deferred compensa-
tion was accruable under this contract for fiscal 1958.

*Refer to Company Appendix Section.



102 Section 2: Balance Sheet

Incentive Compensation Plans

ACME STEEL COMPANY
Other Assets:
Common Stock held in treasury for alloca-
tion under Incentive Compensation Plan

—at cost (1958—475 shares)—Note C $§ 12,290
Investment in capital stock of wholly-owned
insurance company—at cost (approxi-
mately equal to net equity) ........... 150,000
Unamortized debt discount and expense . . 530,539
Future income tax reduction applicable to
incentive compensation—Note C ... ... 441,000
Miscellaneous receivables and other deferred
charges .......... .. ... . ... ... ... 407,834
$1,541,663
Above Share Owners’ Equity: _
Reserves
For incentive compensation—Note C .. $ 372,019
For net adjustment of inventories on last-
in, first-out cost basis, to first-in, first-
out cost basis—Note A ............ 4,900,000
$5,272,019

Note C: Incentive Compensation Plan—Annual provisions under
the Company’s Incentive Compensation Plan for approximately
142 key personnel are based upon earnings and may be distributed
currently, allocated conditionally for distribution in future years, or
remain in the reserve and be allocated in future years. The amounts
distributed or allocated may be in cash or Common Stock pur-
chased for this purpose.

The 17,559 shares of Common Stock held in the treasury at
December 31, 1958, included 17,084 shares allocated under the
Plan and 475 shares held for future allocation. The cost ($508,736)
of the 17,084 shares was deducted from the amount of the reserve
for incentive compensation and the cost ($12,290) of the 475
shares was included as an asset in the statement of financial con-
dlxltlon._The balance of the reserve ($372,019) is available for future
allocation.

The amount ($441,000) by which future income taxes are ex-
pected to be reduced on account of payment of incentive compensa-
tion is a deferred charge and has been included in the statement
of financial condition.

LUKENS STEEL COMPANY
Other Assets:

Special Funds .. ...................... $ 751,026
Above Shareowners’ Equity:
Reserves ....... ... . ..... ... ... .. ... $3,544,039

Supplementary Financial Information
Special Funds:
In cash—

In_U.S. Government securities, at cost ($668,290
in 1958) and cash—deferred incentive compensa-

tion fund .......... .. ... $ 751,026
Reserves:

Deferred income taxes .................c..eueo.. $1,963,000

Reserve for rehabilitation of facilities to be purchased
in 1960 from the U.S. Government ............ 690,000

Deferred incentive compensation, less estimated fu-
ture income tax reductions .................... 321,026
Open hearth furnace rebuilding .................. 335,000

Supplemental unemployment benefits (contingent por-
HOM) .. 161,906
Workmen’s compensation, insurance .............. 73,107
$3,544,039

RADIO CORPORATION OF AMERICA
Above Shareholders’ Equity:
Incentive plan (Note 2)
Awards payable .................... $6,953,591
Incentive reserve—unawarded balance .. $ 300,128

Note 2: RCA Incentive Plan—The RCA Incentive Plan, which
was approved by the shareholders in 1954, provides that the maxi-
mum credit which can be made to the Incentive Reserve in any
year cannot exceed the lesser of (a) 15% of Incentive Plan Net
Earnings after deducting 5% of Capital Employed, or (b) 25% of
all dividends paid by the Corporation in such year. The following
summary shows for the year 1958 the maximum credit determined
by the Independent Public Accountants as required by the Plan.

Net Profit for Year ..................c.iiuiinn.s $30,941,749
Add: Provision for incentive awards (included in

“Wages and Salarles"g ............... 2,100,000
Interest on long term debt ................ 8,329,884
Incentive Plan Net Earnings ..................... $41,371,633
Less: 5% of Capital Employed ($538,000,674) .... 26,900,034
Incentive Plan Base ................ccoueuuneinnn.. $14,471,599
Maximum Credit to Incentive Reserve (based on earn-
ings): 15% of Incentive Plan Base ................ $ 2,170,740
Maximum Credit to Incentive Reserve (based on divi-
dends): 25% of all dividends paid in year ($23,885,~
B e $ 5,971,464

For 1958 the maximum credit available under the Plan was
$2,170,740 and the Incentive Committee directed that $2,100,000 be
credited to the Incentive Reserve. This credit, together with $790,128
credited to the Incentive Reserve in previous years but unawarded
and carried forward for awards in subsequent years, made a total
of $2,890,128 available for awards for 1958 of which the Incentive
Committee determined that $2,590,000 be awarded for 1958. The
Consolidated Balance Sheet at December 31, 1958 includes in Ac-
counts Payable and Accruals the portions of incentive awards which
are payable in cash within one year. The remainder of the incentive
awards, payable in cash and RCA Common Stock, is included in
Awards Payable. Payment of any deferred installment is contingent
under the earning out provisions of the Plan.

Bonus Plans

AMERICAN SMELTING AND REFINING
COMPANY
Above Stockholders’ Equity:

Reserves:
Operating ......................... $1,685,953
Additional compensation (Note 6) 1,969,185
Total reserves . ................. $3,655,138

Note 6: Additional Compensation Reserve—Under the provisions
of the Additional Compensation Plan, $358,086 was appropriated
from 1958 earnings. In 1958, $90,394 was paid in cash and contin-
gently allotted in common stock to officers and major executives,
and $705,881 was paid in cash and common stock to other eligible
employees.

REMINGTON ARMS COMPANY, INC.
Above Capital Stock and Surplus:
Provision for awards to employees under
bonus plan, exclusive of amount included
in other accounts payable, $1,306,121 .. $1,813,338
Financial Review: A bonus plan, adopted by the company in
1934, provides for two classes of bonus—Class “A,” which may
be granted for comspicuous service of any nature regardless of the
company’s earnings; and Class “B,” which may be granted to those
who have contributed most in a general way to the company’s
success by their ability, efficiency, and loyalty. The amount avail-
able for Class “B” bonus is dependent upon the company’s earnings.

During 1958, Class “A” bonus amounting to $23,330 was awarded
to 21 beneficiaries for service of a specific nature.

The amount credited for 1958 to the Class “B” bonus fund was
$925,707, which, together with $98,977 in the fund from previous
years, made available a total fund of $1,024,684 from which awards
for 1958 aggregating $937,300 have been granted to 272 employees.

Pensions, Retirement Benefits, and Annuities

BIGELOW-SANFORD CARPET COMPANY, INC.
Above Stockholders’ Investment:
Reserve for pension future benefits, exclusive
of amounts payable within one year shown
in current liabilities (Note 3) .......... $450,000
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Note 3: The annual cost for current service under the Company’s
Group Annuity Retirement Plan is approximately $80,000. At
December 31, 1958, the balance of past service obligations under this
plan amounted to approximately $700,000 which will be charged to
income as payments are made.

The Company, in 1955, entered into five-year pension agreements
with unions at the Thompsonville, Connecticut, plant for the period
to December 31, 1960. During 1958, actuarial studies were made
for the Company by independent actuaries to determine (1) the
December 31, 1958 liability under the pension agreements in the
light of changing conditions such as the transferal of certain manu-
facturing operations to the Company’s southern plants, and (2)
the additional liability which will accumulate during the period to
December 31, 1960. The findings of this actuarial study with respect
to the December 31, 1958 liability have been reflected in the ac-
companying balance sheet, and annual future costs of $18,000 (less
estimated future tax benefit), as indicated by this study, will be
charged to income during the next two years.

THE COLORADO FUEL AND IRON
CORPORATION
Above Shareholders’ Equity:
Deferred Liabilities and Reserves:
Long-term debt ................... $49,708,000

Provision for pensions (Note C) ..... 14,267,792
Deferred Federal income taxes ....... 4,317,600
Operating reserves . ................ 7,030,757
Other long-term liabilities .......... 1,733,907

$77,058,056

Note C: Provision for Pensions—A pension plan providing re-
tirement and disability benefits to employees of the corporation and
certain subsidiaries (except those covered by previous agreements)
became effective March 1, 1950 and, as amended with respect to
certain provisions under subsequent agreements, continues in effect
to October 31, 1959.

The liability (current and deferred) shown on the statement of
financial position represents the unfunded amount of the actuarial
liability in respect of all employees retired prior to or eligible to
retire at December 31, 1958, including (under amendments effective
in 1958) those eligible for early retirement and the present value of
the actuarial liability in respect of all employees eligible for deferred
vested retirement pensions due to permanent shutdown of certain
plants of the corporation. The amount ($10,953,400) by which
this liability, plus the amount funded to December 31, 1958, exceeds
the amount charged to operations since January 1, 1950 has been
set up as a cost allocable to future periods.

Charges against operations are being made, net of future tax
benefits, on the basis of averaging over the next ten years the
estimated funding requirements for employees retired or who may
be expected to retire during that period if the present plan continues
in effect.

Under pension plans in effect at the Claymont and Brooke plants,
charges are being made against operations for current service costs
plus interest on unfunded past service costs. The unfunded past
service costs as of December 31, 1958 under these plans were esti-
mated by independent actuaries to be $3,707,559.

Under pension plans in effect at John A. Roebling’s Sons Cor-
poration, charges are being made against operations for current
service costs plus interest on unfunded past service costs., The un-
funded past service costs as of December 31, 1958 under these
plans were estimated by independent actuaries to be $20,075,016.

INGERSOLL-RAND COMPANY
Current Assets:
United States obligations maturing after
1959 at cost, less reserves provided in
prior years—$2,919,691 (market value

—$41,589,871):

Pension reserve investments (Note 2) . $ 2,852,390

Other ............. .. .. ... ....... 38,737,481
$41,589,871

Above Capital Stock:
Pension reserve (Note 2) ............. $ 2,852,390

Note 2: 1t is the intention of the Board of Directors from time
to time to transfer portions or all of the funds in the “Pension
Reserve Investments” to the Pension Trust Fund, from which pen-
sions are now being and will continue to be paid. The funds in the
custody of the Trustee of the Pension Trust Fund on December 31,
1958 aggregated $30,098,603, which are in addition to the funds
shown above in the “Pension Reserve Investments.”

PENNSALT CHEMICALS CORPORATION
Above Stockholders’ Equity:
Reserves
Employees’ retirement benefits (Note 7) . $1,525,000

Note 7: Employee Retirement Benefit Plan—Under the Company’s
non-funded and non-contributory employee retirement benefit plan,
as amended, $302,800 was paid to pensioners during 1958 and
charged to income. The actuarially estimated liability under the
plan for retirement benefits payable over future years to employees
on pension at December 31, 1958 approximated the amount reserved
therefor, after the related tax deduction.

PITTSBURGH SCREW AND BOLT CORPORATION
Current Liabilities:

Accrued liabilities (other than income

taxes)—page 12 ... ....... .. ..., .. $1,942,433
Page 12: Accrued Liabilities—

Payrolls . ....c.ouiii e e $ 146,164
Vacation WAZES . .. .ovvvn e s eneeiennenaanaennenns 301,575
Taxes, other than income taxes .................... 146,934
Collections from employees—bonds and taxes ........ 154,956
Provision for liability under pension plan ............ 471,418
Balance of estimated moving expenses (net) .......... 232,269
O e .ottt e e e 489,117
$1,942,433

Noncurrent Liabilities:
Provision for pension plan costs—page 13 .. $465,940

Page 13: Pension Plans—

Hourly Employees

Under the noncontributory pension plan for hourly paid em-
ployees, effective March 1, 1950, and amended to November 1,
1957, the corporation is required to fund the cost of pensions
granted. Sufficient funds have been put in trust to comply with this
requirement as of December 31, 1958.

A pension provision of $95,000, representing the approximate
average annual actuarial cost of pensions granted during the five-
year period ended February 28, 1958, has been charged to income
during the current year.

Salaried Employees

Under a contributory pension plan for salaried employees, adopt-
ed December 27, 1941, and amended to February 18, 1958, income
was charged with $166,747 during 1958 representing the corpora-
tion’s portion of the annual premium costs.

A noncontributory supplemental pension plan was adopted effec-
tive December 30, 1955 and amended to February 18, 1958. In
accordance with the terms of this plan, $49,786 was charged to
income and paid to the trustee during the current year.

Other Employee Benefit Reserves

F. W. WOOLWORTH CoO.
Above Capital Stock and Surplus:
Reserves:
For employees’ sick benefits .......... $ 300,000
For self-insurance to cover fire and flood
damage risks on contents of stores in

the USA. ... ... ... ... .. ... 4,350,000
Total reserves . ............... $4,650,000
WM. WRIGLEY JR. COMPANY
Statement of Consolidated Accumulated
Earnings Retained for Use in the Business
Year ended December 31, 1958
Balance at December 31, 1957:
Unappropriated ..................... $54,095,327
Appropriated for guarantees under employ-
ment assurance contracts ........... __ 2,000,000
$56,095,327
Add:
Net earnings for the year 1958 ...... 10,208,143
Less—Dividends declared—$4 per share 7,873,936
2,334,207



104 Section 2: Balance Sheet

Balance at December 31, 1958:

Unappropriated ......... ... ... ... 56,429,534

Appropriated for guarantees under employ-
ment assurance contracts . ........... 2,000,000
$58,429,534

INTERNATIONAL BUSINESS MACHINES
CORPORATION
Below Current Assets:
Watson fund for supplementing IBM Retire-
ment Plan:
Cash ......... ... ... ............ $ 43,912
U.S. Treasury securities—at cost plus ac-

crued interest .................... 3,305,479
$3,349,391
Above Capital Stock:
Reserves:
Watson fund for supplementing IBM Re-
tirement Plan ...................... $3,349,391
Widows and orphans of IBM veterans
who lost their lives in World War II
and the Korean Conflict ........... 746,139
$4,095,530

FOREIGN ACTIVITY RESERVES

On the subject of foreign operations, where United
States companies have branches or subsidiaries operat-
ing in foreign countries, the committee on accounting
procedure of the American Institute of Certified Public
Accountants has recommended in the Restaterment and
Revision of Accounting Research Bulletins (Chapter
12) that:

A sound procedure for United States companies
to follow is to show earnings from foreign opera-
tions in their own accounts only to the extent that
funds have been received in the United States or
unrestricted funds are available for transmission
thereto. Appropriate provision should be made
also for known losses.

Any foreign earnings reported beyond the
amounts received in the United States should be
carefully considered in the light of all the facts.
The amounts should be disclosed if they are sig-
nificant, and they should be reserved against to the
extent that their realization in dollars appears to
be doubtful.

As to assets held abroad, the accounting should
take into consideration the fact that most foreign
assets stand in some degree of jeopardy, so far as
ultimate realization by United States owners is
concerned. Under these conditions it is important
that especial care be taken in each case to make
full disclosure in the financial statements of United
States companies of the extent to which they in-
clude significant foreign items.

Table 34 sets forth the various types of foreign activ-
ity reserves presented in the annual survey reports for
the year 1958 (together with comparative statistics for
prior years). Thirty-nine companies disclosed 46 re-
serves in their balance sheets. In most instances they
were placed above the stockholders’ equity section of
the balance sheet (30 reserves in 1958).

Detailed information regarding increases or decreases
in these reserves was given in only a few instances,
generally in the notes to financial statements or in the
president’s letter. In certain reports, related charges
were found in the income statement (*Co. Nos. 31,
36, 143, 149, 183, 432, 519, 567) or in the statement
of retained earnings (*Co. Nos. 58, 268, 353).

TABLE 34: FOREIGN ACTIVITY RESERVES

Balance Sheet Presentation* 1958 1957 1955 1950

A: With: Related Assets for—

Foreign investment ..... .. .. .. . 3 5 4 —

Foreign losses . ............... 4 2 1 —

Foreign exchange .......... ... — 1 - —

B: E‘&bove: Stockholders’ Equity

or—

Foreign exchange ............. 9 8 7 11

Foreign investments ........ ... 5 6 4 5

Foreign losses ................ 2 2 2 3

Foreign operations ............ 6 4 4 3

Unremitted foreign profits . ... .. 4 3 4 2

Foreign statutory requirements . . . 4 2 3 5

C: Within: Stockholders’ Equity

for—

Foreign investment ........... 1 — 1 2

Foreign losses ... ............. 3 2 1 1

Unremitted foreign profits .. ... — 1 — 2

Foreign statutory requirements . . 5 4 5 1
Total ............... 46 40 36 41

Terminology Used

Reserve ......... ... ... ... ... 39 31 29 39

Various other terms ........... 7 9 7 2
Total ............... 46 40 36 41

Number of Companies with:

Foreign activity reserves ....... 39 36 31 33

No foreign activity reserves . ... . 561 564 569 567

Total ............... 600 600 600 600

*Refer to Company Appendix Section:

A: Co. Nos. 131, 183, 276.

B: Co. Nos. 8, 66, 192, 232, 254, 353, 380, 446, 519.
C: Co. Nos. 40, 122, 287, 353, 562.

Extensive references are given within Table 34 to
various balance sheet presentations of reserves by
survey companies, and examples illustrating the nature
of the disclosures taken from the 1958 reports are
given below.

*Refer to Company Appendix Section.
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Reserves for Foreign Investment and Foreign Exchange

CHRYSLER CORPORATION
Above Shareholders’ Equity:
International operations reserve, for cur-
rency devaluation, exchange restrictions,
and other extraordinary risks ......... $4,000,000

Consolidated Statement of Net Earnings _
Provision for extraordinary risks pertain-
ing to international operations . ... .. $4,000,000

INTERCHEMICAL CORPORATION
Above Shareholders’ Equity:
Reserve:
For assets in foreign countries (Note 4) $1,967,928

Note 4: Net assets in foreign countries of $2,820,409 in 1958 and
$2,310,201 in 1957 (included in the Consolidated Balance Sheet)
are reserved for in the amounts of $1,967,928 in 1958 and $1,678,630
in 1957, such reserve including $1,467,928 and $1,178,630 respec-
tively for foreign income not remitted because of foreign exchange
restrictions.

RITTER COMPANY, INC.
With Related Assets:
Investments: (Note 1)
Foreign Subsidiaries—(wholly owned) . $§ —

Note 1: Basis of Consolidation

. . . B. Wholly-owned foreign subsidiaries:

Wholly-owned foreign subsidiaries have been excluded from con-
solidated statements since December 31, 1933, Earnings of these
subsidiaries are included in consolidated earnings only to the extent
that cash dividends are received in United States Dollars. Dividends
in the amount of $107,619 were received from these subsidiaries in
1958.

The investments at December 31, 1958 in these subsidiaries which

are located in Germany and France are recorded on the books,
as follows:

COSt .o $1,173,496
Less: ReServe ... .....ouuivne 1,173,496
Carrying Value ............................ $ None

The book value of these subsidiaries as per audit reports at
December 31, 1957, converted at exchange rates then in effect,
totaled $2,380,623, or $2,380,623 in excess of carrying value. Audits
at December 31, 1958 have not been completed.

Reserves for Foreign Losses

CONTINENTAL OIL COMPANY
Investments and Advances at Cost, Less Re-
serves:

Foreign subsidiaries, less reserve of $5,420,-
234 (Notesland2) ................ $63,784,506

Note 1: Investments in and advances to foreign subsidiaries in-
clude $30,673,841 with respect to Hudson’s Bay Oil and Gas Com-
pany Limited—67.77% owned. The Company’s equity in net assets
of this Canadian subsidiary at December 31, 1958 was $42,892,135
on this subsidiary’s basis of capitalizing and amortizing intangible
development costs applicable to producing wells. The Company’s
equity in the 1958 undistributed earnings of this subsidiary was
$2,566,968, of which $1,674,852 represented nonrecurring gains. Such
investments and advances also include $30,275,000 with respect to
a 100% owned subsidiary engaged in exploration in Venezuela. The
investment and advances applicable to a 100% owned subsidiary
which had been engaged in exploratory activities in Egypt were
written off in 1958 by a charge of $7,212,756 to the reserve for loss
on foreign investments and advances.

Note 2: In its 1958 consolidated federal income tax return the
Company will include certain subsidiaries operating abroad which
are not consolidated in the accompanying financial statements. As in
1957, an amount equivalent to the resulting reduction in income
tax liability ($5,350,000 in 1958) has been added to the reserve
for loss on foreign investments and advances. In addition, $4,000,000
has been charged to income in 1958 and added to the reserve for
loss on foreign investments and advances.

THE GILLETTE COMPANY
Within Stockholders’ Equity:
Earnings Retained in the Business:
United States earned surplus:
Appropriated to provide against pos-

sible losses in foreign investments . $ 2,500,000
Unappropriated ................ . 64,363,965
Total United States earned
surplus . ......... .. .. 66,863,965
Earnings retained in foreign businesses
of subsidiary companies .......... 1,645,058
$68,509,023

Reserves for Operations and Unremitted Foreign Profits

HARSCO CORPORATION
Above Capital:
Provision for unremitted foreign income . ... $517,182

Note 1: Basis of Consolidation—The consolidated financial state-
ments include those of Harsco Corporation and of its wholly owned
and majority owned domestic and foreign subsidiaries. Two wholly
owned domestic subsidiaries were merged into the parent company
as of January 1, 1958, Three wholly owned foreign subsidiaries were
organized during 1958 and the results of their operations since
organization are included in the statement of income.

Net assets and results of operations of foreign subsidiaries and
foreign branches have been translated into United States dollars
at the applicable rates of exchange. A summary of such assets is as

follows:

Dec. 31,1958 Dec. 31, 1957
Net current assets .................. $2,375,017 $1,815,715
Net fixed assets . ................... 7,155,837 6,765,955
Noncurrent liabilities ............... (2,875,833) (3,677,037)
Net assets . ....ovneiennnnnnnnn $6,655,021 $4,904,633

As indicated above, a material part of the foregoing equity is
invested in fixed assets. The net income of foreign branches and
foreign subsidiaries (after provision of $517,182 for income of a
foreign branch unremitted because of currency restrictions) aggre-
gates approximately $1,464,790 for 1958, a major part of which has
been remitted to the United States.

PEPSI-COLA COMPANY
Above Capital Stock and Surplus:
Reserve for Foreign Activities ... ..... .. $3,104,950

Notes to Financial Statements

Note 2: The accounts of all foreign subsidiaries are included, ex-
cept as to the British subsidiary (which has been excluded since
1950), in the consolidated financial statements.

As of January 1, 1958 the Company adopted the policy of ex-
cluding from consolidated net income the unremitted profits of
foreign subsidiaries, other than Canadian subsidiaries, by an appro-
priation of earned surplus to a reserve therefor. At that date the
unremitted profits of such foreign subsidiaries (less applicable
charges for amortization of goodwill), om an individual basis, aggre-
gated $2,437,913, for which amount the reserve was initially set up
by a charge to consolidated earned surplus.

The provision for the reserve out of consolidated net income for
the year ended December 31, 1958 represents such subsidiaries’
unremitted profits for that year (before devaluation charges), less
(a) such portion of individual company’s deficits at January 1, 1958
as did not exceed related profits, (b) applicable charges for amorti-
zation of goodwill, and (c) losses arising from devaluation of
foreign currencies.

The net current assets, total assets, and total liabilities of con-
solidated foreign subsidiaries (other than Canadian subsidiaries)
were $2,134,558, $16,340,378, and $5,144,979, respectively, at De-
cember 31, 1958, The net current assets, total assets, and total lia-
bilities of the British subsidiary were $150,489, $1,027,298, and
$346,994, respectively, at that date.

The assets and liabilities of foreign subsidiaries have been trans-
lated into United States dollars at current rates of exchange, except
that property, plant and equipment (and related depreciation) have
been translated at rates prevailing at dates of acquisition; income
and expenses (other than depreciation) have been translated at
rates prevailing during the year.

Provisions for taxes related to transfers of income of Canadian
subsidiaries are made only at the time of such transfers.
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VICK CHEMICAL COMPANY
Above Capital Stock and Surplus:
Reserve Applicable to Foreign Operations
(see Note 2) ...................... $5,027,842
Note 2: Foreign assets (except fixed assets) and liabilities are
stated in U.S. dollars at approximate current rates of exchange.
Canadian assets and liabilities are included in their regular classifi-
cations in the balance sheet and income from Canadian operations

is reported as earned. All other foreign net assets are included in a
separate caption in the balance sheet.

The investment in foreign net assets (excluding Canada) as of
June 30, 1958 is summarized below:

Current asSelS . ... $7,736,103

.................................. 3,499,283
Net current assets ........................ 4,236,820
Fixed and other assets ............................. 2,638,669
Net assets .............covieeiiniiinn.. .. $6,875,489

All income arising in countries from which funds are freely re-
mittable has been included in earnings for the year except for 25%
of unremitted income subject to devaluation. With respect to coun-
tries having remittance restrictions or where existing conditions
appear to indicate limitation on free transmission of profits or
danger of a major currency devaluation, income has been included
in earnings for the year only to the extent actually remitted. Major
losses arising from devaluation are charged to the reserve. In ac-
cordance with this policy, $710,000 has been credited to the reserve
for foreign operations with a corresponding charge to current year’s
income; $212,147 arising from devaluation of foreign currency was
charged to the reserve.

Reserves for Foreign Statutory Requirement

ANDERSON, CLAYTON & CO.
Within Capital Stock and Surplus:
Earned Surplus:
Unappropriated (Note 5) ........... $97,310,083
Note 5: Included in Earned Surplus as of July 31, 1958, are legal
reserves, aggregating $1,438,442 required by the laws of certain of

the countries in which the foreign subsidiaries are situated. These

reserves are not available for payment of dividends by the foreign
subsidiaries.

-

UNITED MERCHANTS AND MANUFACTURERS
INC.

Above Capital Stock and Surplus:
Other Noncurrent Items and Deferred Cred-

its WNote G) ...................... $5,294,264
Within Capital Stock and Surplus:
Surplus:
Statutory Reserves, South American Sub-
sidiaries . ........................ $ 295,997

Note G: Other Noncurrent Items and Deferred Credits—This
caption consists of gain arising in a prior year from foreign exchange
conversion of financial statements in connection with the liquidation
of a noncurrent payable to a foreign operating subsidiary (not
consolidated) Sudamtex, Sociedad Anonima Textil Sudamericana
($1,371,845); deferred income on installment sales of fixed assets
before Federal taxes on income ($252,615); unearned service in-
come and interest ($1,047,671); reserves for compensation payable
by foreign subsidiaries under applicable foreign state laws on death
or dismissal of employees ($740,097); debentures, notes and mort-
gages payable, etc., of subsidiary companies ($921,272); and non-
current amount payable to foreign operating subsidiary (not con-
solidated) ($960,764).

GUARANTEE OR WARRANTY RESERVES

Table 35 discloses the various types of guarantee or
warranty reserves presented by the survey companies.
Twenty-nine reserves were disclosed in the balance
sheets of 26 of the 600 survey companies. Fourteen of
the reserves were shown in the balance sheets among

TABLE 35: GUARANTEE OR WARRANTY RESERVES

Balance Sheet Presentation* 1958 1957 1955 1950

A: Among: Current
for—

Product guarantee
Product warranty
Service guarantee
Service warranty
“Guarantee”

Liabilities

AR NODWW
PSR TR
N*—‘i W
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B: Above: Stockholders’ Equity
for—
Product guarantee . ............ 8 8§ 11 12
Product warranty ............. 1 1 1 3
Service guarantee ............. —_ — 1 1
Service warranty . ............. 1 2 — 1
“Guarantee” ................. 1 1 2 4
“Warranty” .................. 2 2 2 1
Coupon redemption ........... 1 1 3 2
Commercial paper guarantee ... — — 1 3
Contract completion ........... 1 - — 1
Miscellaneous ................ - = — 2
Total ............... 29 30 31 43
Terminology used
Reserve . .................... 17 19 21 29
Provision .................... 4 4 5 6
Various other terms ........... 8 17 5 8
Total ............... 29 30 31 43
Number of Companies with:
Guarantee or warranty reserves .. 26 28 30 41
No guarantee or warranty reserves 574 572 570 559
Total ............... 600 600 600 600

|
|
II

*Refer to Company Appendix Section:
A: Co. Nos. 128, 158, 235, 252, 506, 528.
B: Co. Nos. 8, 73, 77, 105, 135, 269, 423, 479, 539.

current liabilities and fifteen were shown above the
stockholders’ equity section in the 1958 reports.

Certain companies (*Co. Nos. 8, 42, 398, 411) dis-
closed that the charge or credit offsetting the reserve
entry was made to an income account, while little or no
information was provided by other companies concern-
ing the nature or amount of increases or decreases in
such accounts. References to companies revealing guar-
antee or warranty reserves are shown at the foot of
Table 35, and examples of such reserves are given
below.

Reserves for Product Guarantee or Warranty

BALDWIN-LIMA-HAMILTON CORPORATION
Above Shareholders’ Book Equity:
Reserves for Product Guarantees and other
EXPEOSES . .ot $1,131,000

*Refer to Company Appendix Section,
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AMERICAN MOTORS CORPORATION
Current Liabilities:
Five-year warranty on refrigerators ...... $2,669,714
Consolidated Statement of Net Earnings
Costs and expenses:
Five-year warranty on refrigerators ($982,-
404), less amount not required for ex-
pired warranties ($335,259) .......... $ 647,145

WESTINGHOUSE ELECTRIC CORPORATION
Current Liabilities:
Product guarantees .................. $18,465,780
Noncurrent Liabilities:
Other amounts owed, including product
guarantees, beyond oneyear .......... $ 6,337,949

Reserves for Service Guarantee or Warranty

BURROUGHS CORPORATION
Current Liabilities:
Estimated cost of guaranteed maintenance on
machinessold ........................ $654,147

MOTOROLA, INC.
Current Liabilities:

Reserves for product and service warranties . $678,853
WHIRLPOOL CORPORATION

Above Stockholders’ Equity:
Reserves for Service Warranties . ......... $3,042,146

Reserves for Contract Completion

CHEMETRON CORPORATION
Current Liabilities:
Accrued accounts:
Federal, state, and local taxes ........ $1,636,676
Provision for losses on construction con-
tracts—net of federal income taxes

(Note 10) . ......... . ... ........ 36,000
Other costs and expenses 3,937,810

Note 10: Plant Construction Contracts—The Company has two
contracts for the construction for others of chemical plants which
were constructed during the years 1954 to 1956. Both of the con-
tracts_contained performance guaranty clauses as to the productive
capacity of the related plants, Similarly, a wholly-owned Canadian
subsidiary of the Company has another such construction contract
also containing a performance guaranty clause under which the
Company is contingently liable as guarantor of the subsidiary’s per-
formance under the contract. The Company incurred substantial
amounts of additional costs during the years 1956, 1957 and 1958
in revising the plants to satisfy such performance guarantees (includ-
ing that of the Canadian subsidiary) and anticipates further costs
subsequent to December 31, 1958, which as to the Canadian con-
tract are estimated at $75,000.

The Company constructed the other chemical plant for Southern
Nitrogen Company and believes that the plant meets the per-
formance guaranty, However, Southern Nitrogen Company dis-
agrees and has instituted suit against the Company, claiming dam-
ages of substantial amounts. The Company denies liability and is
contesting all of the plaintiff’s allegations.

McDONNELL AIRCRAFT
Current Liabilities:
Estimated modification, completion, and
other contract adjustments, Note A .... $6,325,911

Note A: Contracts—Contracts in process consist of cost and esti-
mated earnings less billings, and materials and parts inventories at
cumulative average cost of $48,079,391 at 30 June 1958. Title is in
the U.S. Government as security for progress payments.

Earnings are recorded on a percentage-of-completion basis with
costs and estimated earnings deemed sales as work is performed.
Most of the work is under long-term incentive fixed price contracts,
and earnings are increased or decreased when costs are below or
above estimated costs with final adjustments recorded in the year
of contract completion.

INSURANCE RESERVES

There were 96 insurance reserves shown by 86 of
the 600 survey companies in their 1958 annual re-
ports. Table 36 discloses the various types of insurance
reserves together with their balance sheet presentation.

TABLE 36: INSURANCE RESERVES

Balance Sheet Presentation* 1958 1957 1955 1950

A. Among: Current Liabilities

for—
Self-insurance .............. I 1 1 1 —
Workmen’s compensation self-in-

SUTANCE . . ... ..o e e e, 1 1 1 1
Workmen’s compensation . . .. ... 3 2 1 —
Public liability ............... 1 1 1 —
Miscellaneous . ............... _ = — 3
B. Above: Stockholders’ Equity

for—
Self-insurance** .............. 1 1 5 7
Self-insurance . ............... 20 20 18 22
Workmen’s compensation self-in-

SUTANCE .. .. ............... 10 12 18 34
Workmen’s compensation** .. .. 4 5 7 5
Workmen’s compensation . ... .. 12 13 14 13
General insurance** .......... 2 2 2 1
General insurance ............ 21 21 22 31
Fireloss .................... 6 6 4 8
Accident insurance ........... 3 3 2 5
Public lability .. .............. 2 2 2 5
Employer’s liability ............ 2 2 2 2
Marine insurance ............. 2 2 1 2
Tornado insurance ............ 1 1 1 2
Casualty risks ................ 1 1 1 2
C. Within: Stockholders’ Equity

for—

Self-insurance** .............. 1 1 2 1

General insurance ............ — - 4 4

Employer’s liability ........... 1 1 1 —

Fire loss .................... 1 1 2 1

Miscellaneous . ............... - = = 2
Total ............... 9% 99 112 151

Terminology Used

Reserve ..................... 8 83 98 136

Provision .................... 4 5 5 7

Various other terms .......... 6 11 9 8
Total ............... 9 99 112 151

Number of Companies with:

Insurance reserves ............ 86 89 102 128

No insurance reserves . ......... 514 511 498 472
Total ............... 600 600 600 600

*Refer to Company Appendix Section:
A: Co. Nos. 79, 235, 245, 333, 378,
B: Co. Nos. 11, 40, 58, 71, 125, 142, 163, 196, 209, 271, 289, 303,
307, 353, 355, 399, 401, 429, 441, 446, 501, 519, 568, 575.
C: Co. Nos. 402, 559,
**With cash or securities segregated therefor.
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Of the 96 reserves disclosed, 87 were presented above
the stockholders’ equity section and the remaining nine
reserves were shown among the current liabilities or
within the stockholders’ equity section of the balance
sheet. As in prior years relatively few of the reports,
showing increases or decreases in these reserves in
1958, disclosed the accounts to which the related charges
or credits were made.

Examples illustrating the presentation in the finan-
cial statements of insurance reserves follow:

Self-Insurance Reserves

SPENCER KELLOGG AND SONS, INC.
Above Stockholders’ Equity:
Reserve for Self-Insurance:

(The Company is self-insurer of a large

portion of its inventories and certain of

its fireproof structures and of work-

men’s compensation risks within con-

servative limits) .................. $1,000,000

UNITED STATES STEEL CORPORATION
Above Stockholders’ Equity:
Reserves for insurance, contingencies and
accident and hospital expenses (details

onpage 37) ..................... $108,461,128
Page 37: Reserves

Insurance
Balance Dec. 31, 1957 ......... ... .. ... e, $50,000,000
Additions charged income ........................ 1,490,950
Deductions ............ .. .. . ... .. ... 1,490,950
Balance Dec. 31, 1958 ............. .. ...l $50,000,000
Contingencies .................. 0t 49,006,902

9,454,226
$108,461,128

Accident and hospital expenses ....................

Notes to Financial Statements

Reserves for Insurance, Contingencies and Accident and Hospital
Expenses—U. S. Steel is, for the most part, a self-insurer of its
assets against fire, windstorm, marine and related losses. The insur-
ance reserve of $50,000,000 is held available for absorbing possible
losses of this character, and is considered adequate for this purpose.

The reserves for contingencies and accident and hospital expenses
of $58,461,128, provided mainly in previous years by charges to
operations, are held for exceptional unanticipated losses other than
those covered by the insurance reserve,

Workmen's Compensation Reserves and
Self-Insurance Reserves

THE AMERICAN SHIP BUILDING COMPANY
Noncurrent Assets:
Investments and Other Assets:
United States Government securities on de-
posit in connection with workmen’s com-
pensation guarantees—at cost (quoted

market price $183,801) ... ........... $197,000
Above Shareholders’ Equity:
Reserves:
For workmen’s compensation and public
liability insurance .................. $300,000

36,550

For insurance on floating equipment . . . ..
$336,550

BLISS & LAUGHLIN, INCORPORATED
Other Assets:
U.S. Treasury bonds deposited with Work-
men’s Compensation Board of the State of
New York ........ ... ... .. ....... $ 62,160

Above Capital Stock:
Reserves:

Workmen’s compensation insurance .... $ 51,293

JOHNS-MANVILLE CORPORATION
Above Stockholders’ Equity:
Reserves for contingencies, etc. (Note 8) $9,305,852

Note 8: Reserves for contingencies, etc., include:

Reserve for workmen’s compensation self-insurance ... $§ 425,000
Reserve for retired employees’ group life self-insurance 727,290
Reserve for product guarantees ..................... 491,652
Reserve for contingencies ..................ooouun... 7,661,910

$9,305,852

General Insurance Reserves and Self-Insurance Reserves

THE AMERICAN AGRICULTURAL CHEMICAL
COMPANY
Noncurrent Assets:
Cash and U.S. Government Securities (at
cost which approximates market), seg-
regated against reserves for insurance

and retirement payments . .......... $2,304,675.32
Above Capital and Surplus:
Reserves:
Forinsurance .................... $ 999,675.32

For retirement payments .......... 1,305,000.00

$2,304,675.32

Consolidated Statement of Profit and Loss
Addition to insurance reserve ...... $ 60,000.00

REPUBLIC STEEL CORPORATION
Investments and Other Assets:

Insurance reserve fund—United States
Government securities at cost (approxi-
mate market: $6,500,000) .......... $ 7,000,000
Above Stockholders’ Equity:
Reserves and deferred credit .......... $29,582,637

Details of Items in Statement of Consolidated Financial Position
Reserves and Deferred Credit

Operating and other reserves .................... $ 6,463,827

INSUrANCe TESEIVE .. .c. v iinineenennannennnn ,000,000

Deferred credit ........................ 16,118,810

Total ... ... $29,582,637

Other Insurance Reserves

S. S. KRESGE COMPANY
Current Liabilities:
Estimated public liability and compensation
claims .......... ... $398,041

VIRGINIA-CAROLINA CHEMICAL
CORPORATION
Above Stockholders’ Equity:
Reserves for:
Fire and tornado insurance and employees’
accident compensation, etc. ............ $157,855
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PROPERTY RESERVES

Table 37 discloses in a comparative summary for the
years 1950, 1955, 1957, and 1958 the various types of
property reserves shown in the annual reports of the
600 survey companies, and their balance sheet presen-

TABLE 37: PROPERTY RESERVES

Balance Sheet Presentation* 1958 1957 1955 1950

A. With: Related Fixed Assets
for—

Revaluation of property ........ 3 3 2 7
Loss on property ............. 8 4 5 3
Extraordinary depreciation ... .. 2 — 5 10
Purpose not stated ............ 1 2 1 —
Intangible drilling costs ........ 1 1 1 —
Obsolescence of property ..... .. 1 1 - —
Miscellaneous . ............... —_ 1 1 1
B. Among: Current Liabilities
for—
Furnace rebuilding, relining . . . .. 2 2 1 —
Miscellaneous . ............... 1 — 1
C. Above: Stockholders’ Equity
for—
Furnace rebuilding, relining . . . . . 7 8 9 13
Glass tank renewal ... ... ... .. 1 1 1 1
Plant rehabilitation .......... .. 1 2 3 1
Repairs, painting, maintenance . . 8 6 10 13
Mine development costs ....... 1 1 1 1
Normal depreciation ........... 2 1 2 4
Obsolescence of property ....... 2 — 2 3
Accelerated amortization ... ... . 1 — 1 1
Restoration and replacement of
leased property ............. 2 1 - —
Higher plant replacement costs . . 2 2 3 9
Miscellaneous ................ — 2 3 10
D. Within: Stockholders’ Equity
for—
Revaluation of property ........ 1 — 2 4
Loss on property .............. 2 1 1 1
Plant contingencies ............ 1 1 1 —
Higher plant replacement costs . . 3 2 6 13
Steamship replacements . ....... 1 1 1 —
Miscellaneous ................ - = = 1
Total ............... 54 43 62 97
Terminology Used
Reserve ..................... 36 30 44 65
Provision .............. ... ... 4 3 4 8
Various other terms ..... ... ... 14 10 14 24
Total ............... 54 43 62 97

Il
H

Number of Companies with:

Property reserves ............. 50 42 53 81
No property reserves .......... 550 558 547 519

Total ........... .. . . 600 600 600 600

*Refer to Company Appendix Section:
: Co. Nos. 169, 206, 214, 217, 299, 480, 528, 549, 563.
B: Co. Nos. 57, 221.
C: Co. Nos. 10, 46, 63, 170, 180, 202, 207, 267, 355, 446, 467, 543.
D: Co. Nos. 274, 394, 559, 589,

tation. Fifty survey companies presented 54 reserves
in their 1958 reports. This is an increase for the year
and is contrary to the trend previously established.
The reserves were presented most frequently above the
stockholders’ equity section of the balance sheet (27
reserves in 1958), but a substantial number were also
presented with the related asset (16 reserves in 1958).
In instances where there were increases or decreases
in these reserves during 1958 the offsetting debits or
credits were disclosed in few of the reports. In most
cases the disclosed entries were shown in the income
account (*Co. Nos. 31, 46, 207, 214, 217, 467, 542).
Extensive references are given within Table 37 to
companies revealing various property reserves. For a
discussion of extraordinary depreciation and higher
plant replacement costs reserves, refer to Section 3.

Examples—Property Reserves

Revaluation of Property and
Loss on Disposal of Property

JACOB RUPPERT
Property:
Land, buildings, machinery and equipment,
kegs, bottles, cases, and signs (at cost) . $22,738,747
Tessreserves .. .................... 14,271,866

Property—net . ........... ... $ 8,466,881

Note 2: The reserves deducted in the balance sheet from property
include reserves for depreciation accumulated by charges against
income (1958—$1,291,856; 1957—$1,284,924) and specific reserves
created for balance sheet purposes as follows:

Reserves for depreciation ......................... $14,077,766
Specific reserve for valuation of cases—25% of book

value .. ... e e 180,000
Specific reserve for valuation of land ............ . ... 14,100
Total ... ... e $14,271,866

Under the Company’s accounting policy no reserve for deprecia-
tion is provided for bottles and cases, which are carried on an
inventory basis. The cost of bottles and cases lost or broken is
charged to income in each year. However, for the purpose of
conservative treatment in the balance sheet, the Company maintains,
by charges or credits to income, the specific reserve shown above.

THE DUPLAN CORPORATION
Property, Plant and Equipment, at cost:
Land and buildings, less accumulated de-

preciation—$1,288,976 ... .. ... .. .. $ 3,267,225
Machinery and equipment, less accumu-
lated depreciation and amortization—
$4,456,939 . ... ... ... 8,127,706
$11,394,931
Less estimated loss on disposal of surplus
properties and equipment (Note 1) ... 1,004,000
$10,390,931

Note 1: During the years ended September 30, 1955 and 1956,
a total of $3,200,000 was provided for possible losses on disposition
of surplus properties and equipment, including related costs. Of
the amounts so provided, there remained at September 30, 1958,
$1,004,000 to cover losses anticipated in disposing of the remaining
properties and equipment.

*Refer to Company Appendix Section.
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Repairs, Furnace Rebuilding and
Leased Property Restoration

AMERICAN CHICLE COMPANY
Above Capital Stock and Surplus:
General reserves (Note D) .............. $383,568

Note D: General Reserves—The net change in the General Re-
serves is summarized as follows:

Ba}:élge as at December 31, 1957 .................... $436,611
Sﬁn@ry credits (net) ............. ... ... ... $ 32,905
Provided out of current income for building repairs 43,384

$512,900
Deduct:
Expenditures for building repairs ................ 129,332

Balance as at December 31, 1958 .................... $383,568

AMERICAN-SAINT GOBAIN CORPORATION
Above Shareholders’ Equity:
Reserves, net of estimated future income tax
effect:
Furnace repairs

Statement of Consolidated Earnings
Costs and Expenses:
Provision for furnace repairs and standby ex-
PeNSES ...ttt $692,858

CITY STORES COMPANY
Above Ownership:

Reserves
For restoration of leased properties—Note
K . o $441,899
Note K: . .. Certain leases provide for restoration of the related

properties to their original condition, in connection with which,
upon vacating such properties, there may be incurred costs in an
amount presently indeterminable. Accordingly, provision has not
been made in the accounts for such costs except as to $441,899
recorded on the acquisition of a subsidiary in a prior year. Refer-
ence is made to summary of net assets of unconsolidated real estate
subsidiaries for additional minimum rentals payable under leases
of such subsidiaries. . . .

Higher Plant Replacement Cost

BRISTOL-MYERS COMPANY
Within Shareholders’ Equity:
Earnings Retained in the Business:
Appropriated .......... ... .. ... ..., $6,100,000

Set aside for estimated increase in re-
placement cost of property, plant and
equipment

Notes to Financial Statements

Earnings Retained in the Business—, . . Of the total retained
earnings, $6,100,000 has been appropriated and set aside as the
estimated amount by which the accumulated depreciation on a
replacement cost basis exceeds the amount provided. . . .

UNIVERSAL LEAF TOBACCO CO. INC.
Above Capital Stock:
Special reserve for depreciation (Note 2) ... $650,000

Note 2: Special Reserve was set up in prior years to provide for
future replacement of old plant facilities at higher current costs.

TAX RESERVES

The 1958 annual reports of the 600 survey com-
panies disclosed 161 tax reserves shown in the balance
sheets of 144 companies, while in 1957 there were only
118 companies revealing 132 reserves. This significant
increase was mainly due to the increase in reserves for

TABLE 38: TAX RESERVES

Balance Sheet Presentation* 1958 1957 1955 1950

A. With: Related Assets for—
Deferred tax on installment sales 1 1 1 1
Amortization of emergency facili-

ties . ... ... 1 1 1 1
New depreciation methods ... .. 3 1 — -
Miscellaneous ................ — 1 1 —
B. Among: Current Liabilities

for—
Prior years taxes .............. 10 12 7 3
Tax contingencies ............. 1 3 — 3

Deferred tax:
On installment sales .........
Re amortization of emergency

w
ot
o
[aury

facilitiés . ................ —_ — 2 —
New depreciation methods . . .. 3 2 - =
Taxes . ......c.ooivineiinna.. 2 2 — 1
Future taxes ................. 1 2 - —
C. Above: Stockholders’ Equity
for—
Prior years taxes .............. 5 8 9 20
Tax contingencies ............. 4 8 7 13
Future taxes ................. 32 20 9 1
Taxes . ......ovveiniinnnon. 3 4 1 5
Deferred tax:
On installment sales ......... 7 4 1 2
On mine development costs .. 2 2 2 —
Re amortization of emergency
facilities . ................ 19 24 24 —
Re amortization under Certifi-
cates of Necessity and new
depreciation methods ...... 8 8 5 —
New depreciation methods .... 51 23 7 —
Foreigntaxes ................. 3 3 - -
D. Within: Stockholders’ Equity
for—
Tax contingencies ............. 1 1 1 1
Taxes .............c...... ... 11 1 =
Total ............... 161 132 80 52
Terminology used
Reserve .................... 60 55 49 37
Provision .................... 11 11 3 5
Various other terms ........... 90 66 28 10
Total ............... 161 132 80 52
Number of Companies with:
Tax reserves ................. 144 118 73 50
No tax reserves ............... 456 482 527 550
Total ............... 600 600 600 600

#Refer to Company Appendix Section:

A: Co. Nos. 56, 265, 318, 460.

Co. Nos. 84, 140, 271, 371, 474, 536.

: Co. Nos. 9, 36, 77, 116, 131, 187, 236, 277, 320, 358, 399, 404,
418, 428, 472, 543, 599.

D: Co. Nos. 58, 274.

Qv

deferral of tax benefit re: new depreciation methods (57
reserves in 1958 as against 26 reserves in 1957) in line
with recommendations of Bulletin 44 (Revised) De-
clining-balance Depreciation issued by the committee
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on accounting procedure of the American Institute of
Certified Public Accountants in July, 1958. (See Sec-
tion 3, “Depreciation”.)

Tax reserves were presented most frequently above
the stockholders’ equity section of the balance sheet
(134 reserves in 1958). Table 38 discloses the various
types of tax reserves and their presentation. Generally,
additional comments and detailed information regarding
these reserves were provided in the notes to financial
statements or in the president’s letter.

The following information with regard to charges or
credits offsetting the reserve entry was provided by the
600 surveyed reports:

Offsetting entry made to income ac-

count (*Co. Nos. 29, 168, 240,

358, 492, 596) 80
Offsetting entry within retained earn-

ings account (*Co. Nos. 58, 274,

439) 5
No dollar change from previous
year 3

Change in the tax reserve account
apparent, but the entry not dis-

closed 56
No tax reserve account 456
Total 600 companies

The examples which follow illustrate the different
types of reserves and their disclosure in the financial
statements. (See also examples in Section 4 under
“Appropriations of Retained Earnings—Tax Purposes”
and in Section 3, Table 12, “Adjustments for Prior
Year Income Taxes.”)

Prior Years Taxes and Tax Contingencies

BROWN-FORMAN DISTILLERS CORPORATION
Current Liabilities:
Provision for tax contingencies and relat-
ed interest (Note 1) .............. $3,564,251.46

Note 1: During 1953, the Company received statutory notices of
deficiencies in excess profits taxes for the fiscal years 1942 through
1946 in the aggregate amount, including interest, of $3,951,718.29
arising from the denial of the Company’s Section 722 relief claims.
These deficiencies, exclusive of the interest, principally represent
amounts previously withheld (33%) on tax payments as permitted
by the relief sections of the Internal Revenue Code. The Company’s
petitions in the Tax Court of the United States, seeking a re-
determination of these deficiencies for the years 1942 through 1946,
were heard by this court in November, 1957,

The liability for tax contingencies and related interest as of
April 30, 1958, represents amounts provided in prior years covering
the excess profits tax payments withheld in connection with the
Company’s Section 722 relief claims, and related interest to April
30, 1958, less anticipated tax savings on such interest. The Special
Provision for Tax Contingencies and Related Interest has been
charged during the current year in the amount of $74,000.00 for
interest arising from this matter less anticipated tax savings on such
mterest.

Because of the uncertainties of interpretation of the provision
of the Internal Revenue Code, tax counsel for the Company is
unable to predict the decision of the Tax Court or the resultant
amount, if any, which may eventually be credited to Earnings
Retained in the Business.

*Refer to Company Appendix Section.

FOOD MACHINERY AND CHEMICAL
CORPORATION
Current Liabilities:
Federal and foreign taxes on income and
renegotiation (Note 4) ............. $13,013,622

Note 4: Federal and Foreign Taxes on Income and Renegotiation
—Examination of the company’s Federal income tax returns by the
U.S. Treasury Department for the years 1951 through 1954 re-
sulted in deficiencies being assessed and paid in the amount of
$1,916,385, plus interest thereon of $522,692, all of which was
charged to the reserve for Federal income taxes. Of this amount,
$1,213,613, plus interest thereon, was paid in 1957. Revisions of de-
preciation rates and amortization were the principal adjustments
to taxable income. In addition, adjustments to income are proposed
by the U.S. Treasury Department for the years 1955 and 1956
which may result in additional assessments of tax.

Certain sales for 1958 are subject to renegotiation by the U.S.
Government.
It is believed that adequate provision for tax liabilities, including

interest thereon, and renegotiation has been made in the financial
statements.

HEARST CONSOLIDATED PUBLICATIONS, INC.
Current Liabilities:
Federal taxes on income (including prior
years, 1958—$5,727,405) ............ $5,841,820
Above Capital Stock and Surplus:
Reserves for Tax and Other Contingencies . $3,000,011

Notes to Financial Statements

The 1958 operations of the domestic companies are included
with those of The Hearst Corporation (parent company) in a
consolidated Federal income tax return. One of the subsidiaries of
Hearst Consolidated Publications, Inc. had a loss in 1958 and
would have been entitled to a tax refund had it filed a separate
Federal income tax return. Other domestic companies included in
the consolidated return are to reimburse the subsidiary in the amount
of the refund claim. The Federal income tax loss-carry-back credit
(included in the financial statements) represents the amount re-
ceivable from The Hearst Corporation. The 1958 provision for
Federal taxes on income includes the Company’s and certain of
its subsidiaries’ proportionate share of the consolidated tax payable,
which is substantially less than that which would have been payable
on a separate return basis.

Provision for Federal taxes on income for prior years in the
amount of $3,000,000 is inctuded in reserves for tax and other con-
tingencies and $5,727,405 is included in Federal income taxes for
prior years under current liabilities in the accompanying balance
sheet. These amounts include provision for assessments by the
Treasury Department for the years 1942 to 1945, inclusive. These
proposed assessments are being contested and the amount of addi-
tional taxes finally payable by the companies for the years 1942
to 1945, inclusive, is not now determinable. The returns of the
Company and its subsidiaries have been reviewed for the years
1946 to 1949, inclusive, by an agent of the Internal Revenue Service
and the adjustments incident thereto have been reflected in the
accounts.

Deferred Tax on Instaliment Sales

HOLLAND FURNACE COMPANY
Above Stockholders’ Equity:
Deferred Federal Income Taxes (Note A) $2,933,192

Note A: In 1958 Holland Furnace Company and its wholly owned
finance subsidiary, Heating Acceptance Corp., elected to file a
consolidated federal income tax return for the year ended December
31, 1957 and used the installment method of reporting income in
such return. For accounting purposes income is recorded at the
time of sale. Provision has been made for income taxes which may
be payable when profit on installment sales is realized for tax
purposes.

The financial statements for 1957 have been restated for com-
parative purposes to reflect (1) the tax liability on the basis of a
consolidated return and the deferment of tax payments resulting
from the use of the installment method of reporting income, and
(2) the investment of Heating Acceptance Corp. at equity in under-
lying net assets rather than on a consolidated basis.

SPIEGEL, INC.
Above Shareholders’ Equity:
Reserve for Federal Income Tax on Accrual
Basis (Note 1) ................... $17,000,000
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Note 1: In accordance with past practice, the foregoing statement
of profit and loss was prepared on the accrual basis, whereas for
federal income tax purposes the income arising from installment
sales is reported on the cash collection basis.

On the accrual basis, the federal income tax provision for the
yeﬁr l1958 was $5,270,000, which amount has been charged to profit
and loss.

On the cash collection basis, the federal income tax provision
was $1,760,000. Of this amount $1,080,000 has been prepaid and
the balance of $680,000 has been included under current liabilities.

The difference between the tax provision of $1,760,000 com-
puted on the cash collection basis and the accrual provision of
$5,270,000 has been included in the reserve for federal income tax
on accrual basis.

Deferral of Tax Benefit Re:
Amortization of Emergency Facilities

REPUBLIC STEEL CORPORATION
Above Stockholders’ Equity:

Reserves and deferred credit—Note B

Details of Items in Statement of

Consolidated Financial Position

Reserves and Deferred Credit
Operating and other reserves ...................... $ 6,463,827

. $29,582,637

InSurance reserve .. ...............ieiiaiin. 7,000,000
Deferred credit .................... ... ... ..... 16,118,810
Total ... ... . . $29,582,637

Note B: The Corporation’s investments include capital stock and
noncurrent indebtedness of Reserve Mining Company which is
owned in equal shares by the Corporation and Armco Steel Cor-
poration. Until Reserve’s outstanding 4% % First Mortgage Bonds
due June 1, 1980, are paid in full, the shareholders are obligated
according to their proportionate interests to take the entire produc-
tion of Reserve, to pay its operating costs including interest charges,
and to pay, if Reserve shall not have made the necessary payments,
one-half of amounts needed by Reserve for fixed sinking fund re-
quirements on such bonds and certain future capital replacements.
The Corporation’s share of such operating costs and of amortization
of emergency facilities in excess of normal depreciation is taken
as a deduction in the computation of its federal taxes on income.
Since such excess of amortization, which is not recorded on the
books of the companies, reduces federal income taxes of the Cor-
poration currently payable, an amount ($3,724,948) equivalent to
the reduction in 1958 has been included in the provision for federal
taxes on income and a deferred credit provided for possible future
charges. The total deferred credit at December 31, 1958, was
$16,118,810.

Amortization under Certificates of Necessity and
New Depreciation Methods

COMMERCIAL SOLVENTS CORPORATION
Above Shareholders’ Equity:
Deferred Federal income taxes .......... $4,751,700

Notes to Financial Statements

Deferred Federal Income Taxes—In its financial statements the
Corporation, in accordance with its previous practice, computes
the provision for depreciation and amortization by the straight-line
method over estimated useful lives. For Federal income tax pur-
poses, however, the portions of plant facilities covered by Certifi-
cates of Necessity are amortized over five-year periods, and other
plant facilities acquired subsequent to 1954 are depreciated by the
“declining balance” method. The excess of the amortization and
depreciation for tax purposes over straight-line depreciation results
in temporary tax reductions amounting to $731,000 in 1958 and
$1,037,600 in 1957 which have been charged against earnings and
credited to Deferred Federal income taxes, The amounts so de-
ferred will be taken into earnings in future years when depreciation
allowable for tax purposes is correspondingly less than provided in
the financial statements.

New Depreciation Methods

AMERICAN CAN COMPANY
Above Capital:
Reserve for deferred income taxes (Note

5) $20,300,000

Section 2: Balance Sheet

Note 5: During 1958, the American Institute of Certified Public
Accountants issued a bulletin which provides that when accelerated
depreciation methods, such as declining-balance and sum-of-the-
years-digits, are adopted for income tax purposes, but other appro-
priate methods, such as straight-line, are used for financial account-
ing purposes, accounting recognition should be given to deferred
income taxes to obtain an equitable matching of costs and revenues
and to avoid income distortion. Prior to 1958, such accounting
treatment was not generally required, and was not followed by
American Can Company, except for a major division of the Com-
pany which was acquired in 1957 and which had been providing
such a reserve for deferred income taxes. In 1958, all divisions and
subsidiaries of the Company adopted deferred income tax accounting
for the excess of tax depreciation over book depreciation, resulting
in a net decrease of approximately $3,300,000 in 1958 net income.

The policy of recognizing deferred income taxes for the excess of
tax depreciation over book depreciation has been applied retro-
actively to January 1, 1954 when accelerated depreciation was first
adopted for tax purposes. As a result, an additional reserve for
deferred income taxes has been set up in the amount of $7,900,000,
of which $3,200,000 applied to 1957 and $4,700,000 to the years
1954 through 1956. For comparative purposes, the 1957 financial
statements have been restated to reflect this additional reserve and
to reclassify state income taxes on the basis adopted in 1958.

COLONIAL STORES INCORPORATED
Above Stockholders’ Equity:
Provision for possible future federal income
taxes (Note 2)

Notes to Financial Statements

Note 2: Provision for Possible Future Federal Income Taxes—
As permitted by the Internal Revenue Code of 1954, the parent
company has adopted alternative methods of depreciation for income
tax purposes with respect to new additions to property and equip-
ment during 1954 and subsequent years, but has continued to use
the straight-line method for general accounting purposes. Provision
has been made annually, by charges to income and credits to
“provision for possible future Federal income taxes” ($510,000 in
the current year), for the estimated additional future taxes which
may become payable because of the excess of depreciation currently
claimed for tax purposes over that charged in the accounts; such
provision has been based on 50% (the estimated approximate

$1,660,000

- future effective tax rate) of the amount of such excess depreciation.

It is intended that appropriate portions of this provision will be
restored to income in years when depreciation based on the _alterr}a—
tive ng:thods will be less than that computed by the straight-line
method.

HYGRADE FOOD PRODUCTS CORPORATION
Above Stockholders’ Equity:
Deferred Federal taxes on income (Note 2) .. $56,000

Note 2: For income tax purposes the Company has adopted a
method of accelerated depreciation (as permitted by the Internal
Revenue Code) with respect to expenditures for certain plant fa-
cilities, but for financial accounting purposes has recorded deprecia-
tion computed on the “straight line” method. In July, 1958, the
American Institute of Certified Public Accountants adopted the
principle that provision should be made in the accounts for the
reduction in Federal income taxes resulting from the deduction of
such additional depreciation. Accordingly, provision ($56,000) has
been made for deferred Federal income taxes, computed at current
rates, on additional depreciation to be deducted for Federal income
tax purposes on accelerated bases over that recorded in the accounts
for the period from August 1 to November 1, 1958. If provision
had been made for the entire year on this basis the amount would
have been approximately $220,000 compared with $180,000 for the
prior year.

Other Tax Reserves

ALAN WOOD STEEL COMPANY
Above Stockholders’ Equity:
Deferred Income Taxes (Note 3) $1,453,000

Note 3: Deferred Income Taxes—It is the policy of the Company
to capitalize the cost of developing its mining properties and to
amortize these costs over the estimated total production from each
property; for income tax purposes these expenditures are deducted
in the year in which incurred., Depreciation of property, plant and
equipment other than that covered by current certificates of necessity
is computed for financial accounting purposes at composite rates
varying with tonnage produced; for all such assets acquired since
January 1, 1955 the declining balance method is used for income
tax purposes. Provision has been made for deferred income taxes
in an amount equal to the reduction in taxes payable ($256,000 in
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1958 and $410,000 in 1957) resulting from the excess of deprecia-
tion and development costs currently deductible in computing tax-
able income over that deducted for financial accounting purposes.

HARSCO CORPORATION
Above Capital:
Provision for foreign income tax, due be-

yond one year ..................... $ 908,698
Provision for deferred foreign income tax .. $ 530,376
Provision for unremitted foreign income ... $ 517,182
Minority interest in capital of foreign sub-

sidiaries .. ................. .. .. ... $1,386,843

Notes to Financial Statements
Note 5: Renegotiation and Taxes—The company believes that it
will not be subject to renegotiation proceedings for the year 1958.

All Federal income tax returns of the company and its several
subsidiaries have been examined through 1954 and others for periods
since that date extending to April 30, 1956.

The tax returns of the majority owned foreign subsidiaries show
deductions for certain capital cost allowances in lieu of normal
depreciation. The provision for deferred foreign income tax, $137,466
in 1958 and $121,310 in 1957, represents the amount of tax applica-
ble to the excess of such allowances over the normal depreciation
charged to income. Such provision is for taxes payable in the period
when normal depreciation charged to income will exceed the capital
cost allowance for income tax purposes.

HEWITT-ROBINS INCORPORATED
Above Stockholders’ Equity:
Reserve
For estimated U.S. federal taxes on long-
term contract profits which are deferred
for tax purposes . ................. $1,100,000

MEDUSA PORTLAND CEMENT COMPANY
Above Capital Stock and Surplus:
Income Taxes Held in Suspense—Note A ... $600,000

Note A: Income Taxes—Federal income taxes for the years 1957
and 1958 have been accrued giving effect to a liberalized method
of computing percentage depletion, pursuant to a United States
Supreme Court decision in 1957. For 1956, taxes were accrued
using the former method of computing depletion but were paid on
the liberalized basis and the estimated over-accrual of $600,000 for
that year remazins in suspense on the balance sheet. For the years
1951 through 1955, claims for refund of taxes paid aggregating
approximately $2, 500 000 have been filed but have not been re-
corded in the accounts.

MISCELLANEOUS OTHER RESERVES

The assorted types of “miscellaneous other reserves”
found in the reports of the survey companies for the
years 1950, 1955, 1957, and 1958 and their balance
sheet presentation are shown in Table 39. There were
95 such reserves shown by 90 companies in their 1958
annual reports. The most common balance sheet presen-
tation of these items was above the stockholders’ equity
section (52 reserves in 1958). In a few instances
where there were increases in these reserves during
1958, there was a disclosure of the accounts to which
the related charges were made. The credits to other
accounts, in those instances where there were de-
creases during 1958, were seldom disclosed. Such
charges or credits when shown were to the income ac-
count, to an asset account, or to the retained earnings
account. Those entries affecting retained earnings are
presented in Section 4 under “Appropriation of Re-

TABLE 39: MISCELLANEQUS OTHER RESERVES

Balance Sheet Presentation* 1958 1957 1955 1950

A. With: Related Assets for—
Loss on investments . .......... 17 11
Other ....................... 4 —

B. Among:
for—

Appraisal claims ..............
Discontinued operations . .......
Sales returns or allowances . . ...
Contract settlements and adjust-

ments .....................
Sugar-beet crop payments ......
Additional costs ..............
“General” and “Sundry” purposes
Price redetermination refund ...
Other .......................

C. Above: Stockholders’
for—
Discontinued operations .......
Deposits refundable ...........
Estimated claims payable .. .. ...
Litigation pending ............
Loss on receivables ............
Preferred stock retirement . . . ...
Sales returns or allowances . ... ..
“General” and “Sundry” purposes
“Operating” purposes ..........
Unrealized profit on land contracts
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receivable ................. 1 1 1 —
Other ....................... 1 2 2 2
D. Within: Stockholders’ Equity
for—
Preferred stock retirement ... ... 3 4 5 3
Discontinued operations ...... .. 1l - - —
Charter requirement .......... —_ — 1 ?
Sinking fund ... ...... ... . .. 1 1 1 2
Working capital ........ ... ... 1 1 1 1
“General” and “Sundry” purposes _2 3 2 4
Total ............... 95 81 5 71
Terminology Used
Reserve ..................... 68 68 61 57
Provision .... ... .. ... .. .. ... 5 6 3
Various other terms ........... 19 8 8§ 11
Total ............... 95 8 715 71

llaneous reserves ......... 90 71 70 66
No miscellaneous reserves . ... .. 510 529 g;g 534

Total ......... . ... .. 600 600 600 600

ll

*Refer to Company Appendix Sectlon

A: Co. Nos. 43, 61, 108, 193, 252, 276, 364, 367, 563.

B: Co. IS\TS%S 48 73 86, 110 191 214 272 281, 296 304 339, 528,

C: Co. Nos. 9, 11, 58, 66, 92, 105, 138, 140, 145 147 172, 267,
286, 293 368 449 469 483 497 569

D: Co. Nos 123 125 218 259, 387, 407, 536, 579

tained Earnings—Various Other Stated Purposes.”
Within Table 39 extensive references are given to sur-
vey companies revealing miscellaneous reserves in their
1958 annual reports.
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Examples are presented below to indicate the various
types of reserves disclosed by the companies.

Contract Settlements and Adjustments

THE AMERICAN SHIP BUILDING COMPANY
Among Current Liabilities:
Reserve for estimated additional contract losses
—Note A . ... ... .. $600,000

Note A: Under a contract with the United States Navy the
Company sustained a substantial loss to June 30, 1957, at which
time it provided for an estimated additionzl loss of approximately
$900,000 (net of estimated tax recovery) to complete the contract.
At June 30, 1958, the reserve for estimated additional losses to
complete was reduced to $600,000 (net of estimated future tax
recovery) principally by reason of losses incurred and charged
against income during the year ended June 30, 1958.

In computing the additional losses to complete at June 30, 1958,
consideration was given to estimated future tax recovery, but no
effect was given to possible relief which the Company expects to
obtain from upward price adjustments currently being negotiated.

Discontinued Operations

CITY STORES COMPANY
Above Stockholders’ Equity:
Reserves:
For termination of store operations—Note
H $333,000

Note H: Termination of Store Operations—The store in Boston,
Massachusetts, operated by R. H, White Corporation, was closed in
June 1957, and its operation terminated. The losses incurred to
February 1, 1958, and losses estimated by the Company to be in-
curred thereafter are as follows:

Termination losses and other costs to February 1, 1958,

including depreciation of $38,000 from date of closing $3,319,116

Less federal income tax reduction applicable thereto ..

$1,500,116

Estimated anticipated termination losses and
coststobeincurred ...................... $723,000

Less expected federal income tax reduction
390,000

applicable thereto ...................... 333,000

$1,833,116

Litigation

UNITED STATES HOFFMAN MACHINERY
CORPORATION
Above Stockholders’ Equity:
Reserve for:
Estimated net charge from ultimate disposi-
tion of proceedings against the Corpora-
ton . ... ... $550,000

Notes to Financial Statements

Note 9: Litigation—The Corporation and its president are de-
fendants in an action by a former chairman of the Board of Direc-
tors demanding payment of two promissory notes aggregating
$1,000,000 issued by the Corporation in 1957 to its president for
loans of that amount. The loans were subsequently repaid by the
Corporation to its president but the notes were not returned to the
Corporation having been endorsed by the president and delivered to
the former chairman as evidence of certain transactions between
these parties. It is the opinion of counsel that (1) the former
chairman of the Board of Directors is not a holder in due course
of said notes, (2) the Corporation has fully paid the amount due
on said notes, and (3) the Corporation has a good and valid de-
fense to the action instituted by the former chairman of the Board
of Directors.

An action against the Corporation to recover title to the Auburn
Ordnance plant was tried in February 1958 and resulted in a judg-
ment for the plaintiff (since affirmed by the Appellate Division)
decreeing that the property be reconveyed. Steps are now being

taken to appeal the matter further to the Court of Appeals. It is

1,819,000

the opinion of counsel that despite the affirmance by the Appellate
Division, although the issue is obviously not free of doubt, the
position of the Corporation will ultimately be sustained. A full
reserve has been established in 1958 for any adverse effects which
may result from this litigation.

A subsidiary of the Corporation is a defendant in actions by
three individuals alleging breach of employment contracts. The
plaintiffs seek damages of approximately $320,000. It is the opinion
of counsel that the subsidiary has a valid defense to these actions
and that there should be no recovery thereon.

The Corporation and a subsidiary are defendants in an action
by a former distributor of the subsidiary alleging breach of contract.
The plaintiff seeks damages of $200,000 and also specific performance
of the contract involved. It is the opinion of counsel that the claim
appears to be not overly meritorious,

There are several other actions pending against the Corporation
or its subsidiaries for relatively small amounts; as to all of these
matters it is the opinion of counsel that the Corporation or its
subsidiaries have valid defenses thereto.

General and Sundry Purposes

AMERICAN METAL CLIMAX, INC.
Above Stockholders’ Equity:
Reserves (Page 37) .................. $5,009,032
Page 37: Reserves—
Workmen’s compensation self-insurance .............. $ 584,275
Pension plans:

For United States hourly paid employees .......... 3,708,694
Supplemental pension and profit sharing plan for
United States salaried employees .............. .. 250,000
Other ................. e PRI 466,063
$5,009,032
THE AMERICAN PULLEY COMPANY
Above Stockholders’ Equity:
Mortgage Receivable
. Non-current portion, payable $7,500 an-
nually, balance due July 1, 1967 (note
sold during 1958) ................ $ —_
Property, Plant, and Equipment—at cost .. 4,791,317
Less allowances for depreciation and
amortization ..................... 3,154,677
$1,636,640
Total Assets Less Liabilities ... $4,091,159
Less Allowances for Future Economic De-
velopments (Note D) ............... 740,804
Total Investment in the Business . $3,350,355

Note D: In the statement of income, cost and expenses for each
of the two fiscal years reflects the application of an accounting policy
whereby charges are made, and credits taken, with respect to allow-
ances for future economic developments. The effect of this account-
ing practice was to decrease such costs and expenses for 1958 by
$1,986 and for 1957 by $85,106.

ARMCO STEEL CORPORATION
Above Stockholders’ Equity:

Reserves (page 24) . .......oooeunonn.. $6,771,951

Page 24: Reserves—
REDAIT .. . ittt e $5,568,242
Workmen’s compensation insurance ................. 285,650
(10,1575 SN 918,059
Total ... e e e $6,771,951

AYRSHIRE COLLIERIES CORPORATION
Above Stockholders’ Equity:

Reserves:
Work stoppage expense .. .............. $300,000
Deferred Federal income taxes ......... 218,500
$518,500
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Operating Purposes

NATIONAL STEEL CORPORATION
Above Stockholders’ Equity:

Reserves
General operating purposes, including
pensions ........................ $21,893,454
Prior years’ federal taxes on income .. 6,787,608
Rebuilding and repairs ............. 6,369,860
Total Reserves .............. $35,050,922

Preferred Stock Retirement

THE EMERSON ELECTRIC MANUFACTURING
COMPANY
Within Stockholders’ Equity:
Stockholders’ Equity:
7% cumulative preferred stock of $100
par value per share; redeemable at
$115 per share. Authorized 20,000
shares; issued and outstanding 1958,
6,656 shares .................... $ 665,600
Common stock of $4 par value per share.
Authorized 1,500,000 shares; issued

and outstanding 1958, 706,259 shares 2,825,036
Additional paid-in capital .......... 2,552,469
Retained earnings:

Appropriated for retirement of pre-

ferred stock .................. 765,441
Unappropriated ................. 13,097,033
$19,905,579
Other—with Related Assets
THE W. L. MAXSON CORPORATION
Other Assets:
Deferred development expenses—net (Note $
4) 1
Cash surrender value of insurance policies
on lives of officers ................ 109,463
Miscellaneous . ...................... 212,423
$ 321,887
Statement of Consolidated Income and
Earned Surplus
Net income for the year .............. 53,170
Special charge—provision of reserve to re-
duce the net balance of deferred devel-
opment expenses to $1 (Note 4) .. ... 685,047
Net income and special charge ......... (631,877)
Earned surplus at beginning of year .. ... 3,441,638
Earned surplus at end of year ...... ... $2,809,761

Note 4: To September 30, 1958, the Corporation followed the
policy of deferring the accumulated costs incurred in the develop-
ment of new military and commercial products reduced by (1) pro-
ceeds received from customers on contracts for the items under de-
velopment, (2) amortization against units sold or royalties received
following successful completion of development of a new product,
and (3) cumulative reductions in federal income tax arising from
the development expenses being deducted as incurred for tax pur-
;l)gggs) (such tax reductions aggregated $742,000 to September 30,

As of September 30, 1958 the Corporation’s Board of Directors
authorized the provision of a reserve of $685,047 to further reduce
the net balance of deferred development expenses so that such ex-
%xllditures would be stated at $1 on the Corporation’s balance sheet.

is provision is shown as a special charge in the statement of
consolidated income and earned surplus.

CAPITAL STOCK

CLASSIFICATION OF CAPITAL STOCK

The varied combinations of classes of capital stock
as disclosed in the balance sheets of the 600 survey
companies are summarized in Table 40. Single classes
of stock (common or “capital”), and common stock
and one type of preferred stock constituted over 90%
of the combinations of stock classes presented in the
1958 annual survey reports (See Table 40 for details).

TABLE 40: CLASSIFICATION OF CAPITAL STOCK

Combination of Stock Classes 1958 1957 1955 1950

Common Stock and one type of

Preferred Stock (*Co. Nos. 19,

26, 46, 74, 79, 82, 107, 165,

184, 466, 467, 474) ......... 247 255 254 269
Common Stock (*Co. Nos. 12, 13,

31, 47, 50, 54, 89, 99, 101, 115,

237, 261) ... 198 194 186 158
“Capital Stock” (*Co. Nos. 36, 38,

42, 100, 112, 257, 333, 362,

436, 459, 475, 536) ......... 105 105 113 122
Common Stock and two types of

Preferred Stock (*Co. Nos. 44,

84, 129, 131, 167, 172, 185,

259, 358, 374, 448, 484) ... .. 3 32 36 36
Common Stock (two types) (*Co.
Nos. 125, 186, 245) ...... .. 3 4 4 3

Common Stock (two types) and
one type of Preferred Stock

(*Co. Nos. 193, 369, 473) ... 3 4 3 6
“Capital Stock” (two types) (*Co.
No.423) .................. 1 1 1 2

Common Stock and three or more
types of Preferred Stock (*Co.
Nos. 118, 542, 566) ......... 3 3 1 3

Common Stock (two types) and
three or more types of Preferred
Stock (*Co. Nos. 121, 301) .. 2

Total ............... 600

&l
&l
18]~

Number of Companies presenting:

Only Common Stock .......... 201 198 190 161
Both Common and Preferred Stock 293 296 296 315
Only “Capital Stock” ......... 106 106 114 124

Total ............... 600 600 600 600

#*Refer to Company Appendix Section.

VALUES SHOWN FOR SHARES OF STOCK

The various methods used by the 600 survey com-
panies to indicate the value shown for shares of stock
in the balance sheet are summarized in Table 41.
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STATUS OF CAPITAL STOCK

The extent of disclosure by the survey companies of
the number of shares of capital stock authorized, issued,
and outstanding is summarized in Table 42.

Examples of Balance Sheet Presentation

The following examples illustrate the various methods
of presentation of capital stock information in the
balance sheet:

ABBOTT LABORATORIES
Stockholders’ Investment—Note C:
Preferred Stock, 4% cumulative—$100 par
value:
Authorized and issued—106,010 shares
at December 31, 1958
Qutstanding:
85,670 shares . .................. $ 8,567,000
Common Stock—3$5 par value:
Authorized 5,000,000 shares, outstand-
ing—at stated capital amount:

3,772,826 shares ................ 26,768,833
Earnings employed in the business . ... .. 52,733,481
Total stockholders’ investment . $88,069,314

Note C: Preferred Stock Data—Each preferred share is con-
vertible prior to January 1, 1962, into common shares of the Com-
pany at the rate of 1.7 common Shares for each preferred share. At
December 31, 1958, 180,217 shares of Common Stock were re-
served for such conversion. The preferred shares are redeemable
at the option of the Company at prices ranging from $105.50
per share in 1959 to $105.00 per sg are thereafter. Beginning in
1962, the Company is required to redeem annually 39, of the
number of preferred shares outstanding on January 1, 1962.

The terms of the Preferred Stock provide, among other cove-
nants, for certain limitations on the payment of cash dividends on
Common Stock. It appears unlikely that such limitations will
become operative.

Preferred Stock in treasury amounted to 20,340 shares at De-
cember 31, 1958.

THE AMERICAN SUGAR REFINING COMPANY
Stockholders’ Equity:
Capital stock—Authorized and issued
Preferred stock, 7% cumulative, non-
callable, $25 par value, 1,800,000

shares . ...... ... ... ... ... ..... $ 45,000,000
Common stock, $25 par value, 1,800,-

000 shares .................... 45,000,000

Earned surplus ........... ... ... ... 51,424,845

Total Stockholders’ Equity . $141,424,845

BATES MANUFACTURING COMPANY
Represented by:
Investments of stockholders—

Preferred Stock (Note C) . 2,240,300
Common Stock (Note C) . 17,617,500 $19,857,800
Capital surplus . ......... ... ... .. .. .. 182,245

Income retained in the business—unre-
served . ... ... 12,618,716
32,658,761

Less: Common stock in Treasury—at cost
70,972 shares . .................... 542,521

$32,116,240

TABLE 41: VALUE SHOWN FOR SHARES OF STOCK
Class of Stock 1958 1857 1955 1950

Common Stock with Shares de-

scribed as:
Parvaluestock ............... 424 424 395 319
Par value stock at—
“Stated value” per share ... ... 5 5 3 3
“Stated value” per total . ..... 5 5 2 —
“Assigned value” per share ... — — — 1
No par value stock at—
“Stated value” per total ... ... 14 13 12 —
“Stated value” per share . ... .. 11 11 16 28
“Assigned value” per share .... — — — 1
“Declared value” per share . . . . 1 1 1 1
Not further described . ....... 41 44 65 134
Share value not mentioned . .. ... _ = — 1
Total ... ............. 501 503 494 488

ll
|
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“Capital Stock” with Shares de-

scribed as:
Par value stock . . ............ 75 74 81 80

Par value stock at—

“Stated value” per total ... ... 5 4 — 1
No par value stock at—
“Stated value” per total ...... 6 6 3 —
“Stated value” per share ... ... 5 5 6 8
“Liquidating value” per share . — — — 1
Not further described ........ 16 18 24 35
Total ............... 107 107 114 125
Preferred Stock with Shares de-
scribed as:
Par value stock ........... ... 264 265 230 272
Par value stock at—
“Redemption value” per share . 7 1 1 —
“Stated value” per share .. ... 1 - - -
No par value stock at—
“Stated value” per total ...... 8 9 2 —
“Stated value” per share . .. ... 18 16 21 25
“Liquidating value” per share . 11 1 7 8
“Assigned value” per share ... — 1 1 1
Not further described . ... .. .. 33 31 40 54
Share value not mentioned . ... .. — 2 — 3
Total ............... 342 336 302 363

Note C: Capital Stock

Preferred—4%5 % cumulative—par value $100 per shar

Callable at $105 ﬁper share. Sinking fund requnrements ($180,000

annually) satisfied through 1958.

Authorized—45,000 shares

Issued and outstandmg—January 3, 1959—22,403 shares
Common—par value $10 per share

Authorized—3,000,000 shares

Issued—1,761, 750 shares

(Held in Treasury-—]anuary 3, 1959—70,972 shares)

GENERAL REFRACTORIES COMPANY

Capital:
Capital stock, par value $10 per share:
Authorized 3,000,000 shares
Issued and outstanding 1,388,697 shares $13,886,970

Capital surplus, as annexed ............ 14,617,537
Earned surplus, as annexed ............ 20,637,179
$49,141,686
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TABLE 42: STATUS OF CAPITAL STOCK

Number of Shares shown for— 1958 1957 1955 1950

Common Stock

Authorized, issued, outstanding .. 159 168 175 192
Authorized, issued .......... .. 194 195 183 159
Authorized, outstanding ....... 131 126 117 111

Authorized, issued, outstanding,
unissued . .. ................ 5 4 3 6
Authorized, outstanding, unissued — — 1 5
Authorized ....... ... ........ — 2 3 3
Authorized, issued, unissued .. .. 1 1 — —
Issued ...................... 2 1 3 2
Qutstanding . ................ 2 1 4 2
Issued, outstanding ............ 4 1 1 1
Status not set forth ............ 3 4 4 7
Total ............... 501 503 494 488
“Capital Stock”
Authorized, issued .......... .. 51 44 50 57
Authorized, issued, outstanding .. 32 39 42 49
Authorized, outstanding ........ 19 18 15 10
Authorized, issued, outstanding,
unissued . ................. —_ — 1 1
Issued ...................... 2 1 2 1
Issued, outstanding . ........... 1 2 2 3
Qutstanding . ................. 1 2 — 1
Authorized ................ .. -_ - 1 —
Status not set forth .. ... ... .... 1 1 1 3
Total ............... 107 107 114 125
Preferred Stock
Authorized, issued ............ 95 97 94 115
Authorized, outstanding ... ... .. 99 100 87 96
Authorized, issued, outstanding .. 83 81 77 100
Authorized, outstanding, unissued 1 1 1 2
Authorized, issued, outstanding,
unissued . ............... ... 1 1 — 1
Authorized ............ ... ... —_ 3 4 3
Outstanding . ................. 3 1 4 4
Issued ........ ... ........... 1 1 1 1
Issued, outstanding . ........... 4 — — —
Authorized—None issued to date 50 45 27 32
Status not set forth ........... 5 6 6 8
Authorized, issued; undesignated
and unissued ............... — 1 1
Total ............... 342 336 302 363

ll
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GENERAL ANILINE & FILM CORPORATION
Capital Stock and Surplus:
Capital stock—
Common A stock of no par value,
stated at $25 per share, authorized
3,000,000 shares, issued 594,786
shares (preference omn liquidation
$75 per share or $44,455,655 on
592,742.1 shares outstanding) .... $ 14,869,650
Common B stock at $1 par value, au-

thorized and issued 3,000,000 shares 3,000,000
Capital surplus . .................... 12,902,432
Earned surplus (Under loan agreement

$66,500,179 was restricted as to the

payment of dividends at December 31,

1958) ... 92,944,613
$123,716,695

Deduct—Stock held in treasury—
Common A stock 2,043.9 shares, at

cost ... $ 116,352
Common B stock 950,000 shares at par
value of $1 per share (cost $1,900,-
000) ...... ... 950,000
_$ 1,066,352

Total capital stock and surplus $122,650,343

BURLINGTON INDUSTRIES, INC.
Stockholders’ Equity (Note C):
Preferred Stocks:
Cumulative Preferred Stock (issuable
in series):
Authorized 206,000 shares of a par
value of $100 each; outstanding,
4% Series—107,950 shares and
3¥2% Series—35,160 shares ... $ 14,311,000
Preferred Stock (issuable in series):
Authorized 223,000 shares of a par
value of $100 each; outstanding,
4.20% Series—120,000 shares . .
Preference Stock (issuable in series):
Authorized 390,295 shares of a par
value of $100 each; outstanding,
414 % Second Preference Stock—
60,948 shares ................ 6,094,800

Total Preferred Stocks .... $ 32,405,800

Common Stockholders’ Equity:
Common Stock:
Authorized 12,500,000 shares of a par
value of $1 each; outstanding 8,519,-
691 shares .................... $ 8,519,691

12,000,000

Capital in excess of par value ........ 104,686,936
Retained earnings (after deduction of
amounts capitalized as stock dividends) 110,501,084

Total common stockholders’ equity $223,707,711
Total stockholders’ equity ... ... $256,113,511

Note C: Capital Stock—(1) The Cumulative Preferred Stock,
4% Series and 3%2% Series, is redeemable in whole or in part
(including redemption for the sinking fund) at $104 and $100 per
share, respectively, plus accrued dividends in each case. Under the
sinking fund provisions, an amount (in cash or preferred stock)
is, subject to certain conditions, to be set aside on or before De-
cember 31 in each year sufficient to redeem at the sinking fund
redemption price 2% of the maximum number of preferred shares
theretofore issued. As of September 27, 1958, the Corporation had
purchased and retired a sufticient number of shares of Cumulative
Preferred Stock to meet the sinking fund requirements to Decem-
ber 31, 1958.

(2) The Preferred Stock, 4.20% Series, is cumulative as to divi-
dends and is redeemable, in whole or in part, at $101 per share
until December 1, 1965, and thereafter at $100 per share, plus
accrued dividends in all cases. The redemption price at which the
Preferred Stock, 4.20% Series, may be redeemed for the sinking
fund is $100 per share, plus accrued dividends. Under the sinking
fund provisions, an amount (in cash or preferred stock) is, sub-
ject to certain conditions, to be set aside on or before December
31 in each year sufficient to redeem at the sinking fund redemption
price 3% (5% after the year 1972) of the maximum number of
preferred shares theretofore issued. As of September 27, 1958, the
Corporation had purchased and retired a sufficient number of
shares of Preferred Stock, 4.20% Series, to meet the sinking fund
requirements to December 31, 1958.

(3) The 4¥2% Second Preference Stock is subject to the prior
rights of the Cumulative Preferred Stock and Preferred Stock
(referred to in the preceding paragraphs); it is cumulative as to
dividends and is redeemable, in whole or in part, at $100 per
share, plus accrued dividends. The 4Y2% Second Preference Stock
has a Purchase Fund requirement under which an amount (in cash
or preference stock) is, subject to certain conditions, to be set aside
on or before March 1 in each year sufficient to retire 4% of the
maximum number of preference shares theretofore issued. The
Purchase Fund requirement has been met to March 1, 1958, and, at
September 27, 1958, the Corporation held in treasury more than a
sufficient number of shares to meet the Purchase Fund requirement
to March 1, 1961.
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(4) Under provisions of the Certificate of Incorporation, as
amended, with respect to the Cumulative Preferred Stock, Pre-
ferred Stock, and Preference Stock, restrictions exist with respect
to the payment of dividends on Common Stock, other than stock
dividends, but such provisions are less restrictive than under long-
term debt.

(5) As of September 27, 1958, there were outstanding options
with certain officers and employees to purchase 207,250 shares of
Common Stock of the Corporation. The options were all granted
in connection with employment contracts entered into during the
last five years and are generally exercisable, in whole or in part,
at any time during the periods of the respective contracts, which
expire from June 15, 1960, to December 2, 1964. The option price
in each case was equal to 95% of the price on the New York Stock
Exchange on the date of the respective contract, such option prices
ranging from $9.50 to $15.56 per share. The aggregate option price
for the optioned shares at the dates the options were granted
amounted to $2,347,615 in comparison with an_aggregate market
value (New York Stock Exchange) of approximately $2,471,000
at the same dates. No options were exercised during the current
fiscal year. No accounting is made for options until they are exer-
cised at which time the aggregate option price is credited to com-
mon stock and capital in excess of par value accounts.

(6) The issued and outstanding Capital Stock at September 27,
1958, is after giving effect to the delivery in November 1958 of
47,543 shares of treasury Common Stock in part settlement of the
liability at September 27, 1958, to the Profit Sharing (Retirement)
Plan; and is after deducting stock held in treasury, as follows:
(1) 9,050 shares of 4% Preferred Stock; (2) 3,840 shares of 3%
Preferred Stock; (3) 3,000 shares of 4.20% Preferred Stock;
(4) 10,215 shares of 44 % Second Preference Stock; and (5) the
remaining 214,505 shares of Common Stock.

(7) At September 27, 1958, 1,581,872 shares of Common Stock
were reserved for conversion of 4% % Subordinated Debentures
under the convertible provisions thereof (see Note D-3). On October
1, 1958, an additional 371,829 shares of Common Stock were re-
served for conversion of the 5.4% Subordinated Convertible De-
bentures issued on that date.

THE PARKER PEN COMPANY
Capital Stock and Surplus:
Capital stock—
Class A, $2 par value—
Authorized and issued 500,000 shares
including 49,500 shares in treasury $ 1,000,000
Class B nonvoting, $2 par value—
Authorized and issued 500,000 shares

including 34,500 shares in treasury 1,000,000

$ 2,000,000
18,027,740

$20,027,740
Less—Treasury stock (69,000 shares at

Eammed surplus ......................

par value and 15,000 shares at cost) .. 363,000
Total capital stock and earned sur-
Plus ........ ... .. ... $19,664,740
REXALL DRUG COMPANY
Stockholders’ Equity:
Capital stock of Rexall Drug Company
Authorized, 5,000,000 shares, par value
$2.50 each
Issued, 3,501,120 shares ............ $ 8,752,800
Other paid in capital per accompanying
statement . ....................... 12,249,504
Earnings retained and used in the business
per accompanying statement ........ 38,847,444
(Of the 1958 amount $2,384,249 is re-
served for a 3% stock dividend (103,-
663 shares) payable March 6, 1959)
$59,849,748
Less cost of treasury stock, 46,671 shares . 447,831
Total Stockholders’ Equity ...... $59,401,917

HUDSON PULP AND PAPER CORP.
Stockholders’ Equity—Note F
Statement of Stockholders’ Equity
Number
Capital Stock: of Shares

Cumulative Preferred Stock, par
value $25 per share (redeem-
able at $27.00 to $25.00 per
share) :

Authorized-—474,400 shares
Outstanding:
5% Series A (less 14,440
shares held for retirement)
5.12% Series B (less 6,360

$48,223,562

72,560 $ 1,814,000

shares held for retirement) 99,240 2,481,000
57% Series C .......... 144,000 3,600,000
64% Series D ......... 102,000 3,000,000
Cumulative Second Preferred
Stock, $1.41 Series, par value
$24.50 per share (redeemable
at $25.00 to $24.50 per share):
Authorized—248,653 shares
Outstanding (convertible, share
for share, into Common
Stock, Class A) .......... 198,653 4,866,998
Common Stock, par value $1 per
share:
Authorized (of which 198,653
shares are reserved for con-
version)—1,500,000 shares
Issued:
Class A ................ 638,347 638,347
Class B ................ 500,000 500,000
$16,900,345
Capital Surplus . ..................... 6,825,921
Retained Earnings ................... 24,566,135
$48,292,401
Less: 2,463 shares of Common Stock,
Class A, in treasury, atcost . ......... 68,839

Stockholders’ Equity as at August 31, 1958
—Note F ........................ $48,223,562

Note F: The shares of Common Stock, Classes A and B, are
equal in all respects except that, in any calendar year prior to
January 1, 1965, cash dividends on the Class A may be declared
in excess of those declared on the Class B, but such excess may be
not more than $1.50 per share, annually.

During the year, of options for 6,500 shares of Common Stock,
Class A, granted m the fiscal year ended August 31, 1956, under
the Company’s Stock Option Plan of 1951, options for 4,500 shares
expired and options for 1,000 shares were exercised. Options for
1,000 shares, exercisable until November 10, 1958, are outstanding.
No additional options may be granted under this Plan.

Under the Stock Option Plan of 1957, options for the purchase
of 25,000 shares of Common Stock, Class A, may be granted to
executives until December 31, 1961. Options for 6,600 shares were
granted during the year at $22.27 per share, being 95% of the fair
market price on the date the options were granted. Options for
16,600 shares, granted in 1957 and 1958, are outstanding. Options
for an additional 8,400 shares may be granted under this plan.

TEXTRON INC.
Capital Stock and Surplus:
Shares out-
Capital stock and surplus: standing
Capital stock (Note F):

$1.25 convertible preferred 422,796 $10,569,900

4% preferred—Series A . . 10,227 1,022,700
4% preferred—Series B . . 39,450 3,944,949
Common .............. 4,349,366 2,174,683

Total capital stock .......... $17,712,223
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Surplus:
Paid-in surplus ................ .. 50,181,222
Capital surplus .................. 4,323,353
Earned surplus . ............... .. 22,561,716

Total surplus ................ $77,066,291
Less—Treasury stock at cost (588 shares

4% preferred stock—Series B) ...... 48,584

. $94,729,930

Tota] capital stock and surplus

Note F: Capital Stock—$1.25 Convertible Preferred Stock (cumu-
lative) no par value, authorized, issued and outstanding 422,796
shares. This stock is entitled in the event of voluntary liquidation
or redemption to $26 per share and accrued dividends, and in the
case_of involuntary liquidation to $25 per share and accrued divi-
dends. It is convertible into Common Stock at a conversion price
of $23.18, which is equivalent to 1.078 shares of Common Stock for
each share of Preferred Stock.

4% Preferred Stock (cumulative) par value $100. Subject to the
prior rights of the $1.25 Convertible Preferred Stock, this stock is
entitled to the benefits of sinking funds requiring quarterly deposits
aggregating $353,863, such funds to be used for the purchase of 4%
Preferred Stock tendered by holders at prices not in excess of $100
per share. This stock is callable upon 30 days’ notice at $100 per
share and accrued dividends,

Series A—authorized and issued 13,672 shares, held for
retirement 3,445 shares, outstanding 10,227 shares.

Series B—authorized and issued 47,856 shares, held for
retirement 8,406 shares, outstanding 39,450 shares

$4 Preferred Stock (cumulative) no par value, authorized 108,453

shares, issued —none.

$5 Preference Stock (cumulative) no par value, authorized 500,000

shares, issued-—none.

Common Stock, par value 50¢, authorized 7,500,000 shares, is-

sued and outstanding 4,349,366 shares.

The shares of Common Stock reserved at January 3, 1959, were

as follows:

For issuance on exercise of stock options ............ 400,000
For conversion of $1.25 Convertible Preferred Stock 455,993
For conversion of 5% Convertible Subordinated De-
bentures due January 1, 1971 at present conversion
o3 5 o7 AP 785,256
1,641,249

R. J. REYNOLDS TOBACCO COMPANY
Capital and Earnings Retained:
Preferred Stock—Par $100
Authorized and issued 490,000 shares
3.60% Series (Note B) .......... $ 49,000,000
Common Stock—Par $10

Authorized and issued, 35,404 shares . 354,040
New Class B Common Stock—Par $10
(Note C)
Authorized 15,000,000 shares
Issued, 9,964,596 shares ......... 99,645,960
$149,000,000
Earnings Retained for requirements of
the business ..................... 299,890,703
448,890,703
Less cost of Preferred Stock, 3.60%
Series, in Treasury (117,152 shares) . 9,739,682

Total Capital and Earnings
Retained .............. $439,151,021

Note B: The Preferred Stock, 4.50% Series, was redeemed in
full on October 1, 1958, and on October 15, 1958 the Company’s
Certificate of Incorporation was amended to reduce the authorized
Preferred Stock from 750,000 shares to 490,000 shares of the par
value of $100 each.

Note C: Of the authorized but unissued shares of New Class B
Common Stock, 35,404 shares are reserved for issuance upon ex-
change of shares of Common Stock pursuant to the Exchange Op-
tion to Holders of Common Stock set forth in the Company’s
Certificate of Incorporation as amended. Of the 9,964,596 shares of
issued New Class B Common Stock, 8,851 shares are held for
exchange pursuant to said Exchange Option to Holders of Com-
mon Stock.

SUNSHINE BISCUITS, INC.
Shareholders’ Equity:
Capital Stock of Sunshine Biscuits, Inc.:
Authorized, 2,228,594 shares, par value
$12.50 per share
Issued, 1,184,080 shares .......... $14,801,000
Capital Surplus (increase in 1958 repre-
sented by excess of fair value over cost
of treasury stock exchanged for busi-

nesses acquired during the year) ..... 3,562,481
Earnings Invested in the Business ...... 48,396,452
$66,759,933

Less Cost of Shares Held in Treasury, 2,000
in 1958 ... 138,542
Total Shareholders’ Equity .... $66,621,391

UNITED STATES PLYWOOD CORPORATION
Capital Stock and Surplus:
Cumulative preferred stock, par wvalue
$100 per share—
Issuable in series—authorized less re-

deemed or converted, 61,611 shares

at April 30, 1958—

Series A, 3% % (Sinking Fund)—

Issued at April 30, 1958, 44,279
shares, less 2,745 shares in treasury $ 4,153,400

Series B, 3% % (Convertible—Note
1)—Issued at April 30, 1958,
17,332 shares ................

45 % voting second preferred stock,

(Sinking Fund)—

Authorized (less redeemed) and is-
sued at April 30, 1958, 55,125.09
shares, less 662 shares in treasury

Common stock, par value $1 per share—
Authorized 4,000,000 shares (Note 1)

—Issued at April 30, 1958, 2,393,-

377 shares, less 3,451 shares in treas-

ury at cost of $101,977 .......... 36,934,820

Earned surplus 52,552,468

Total capital stock and surplus $100,820,197

Note 1: The Series B preferred stock is convertible into common
stock at any time on or before August 31, 1961. The conversion
rate in effect at April 30, 1958, was 2.35 shares of common stock
for each share of Series B preferred stock. At April 30, 1958, 40,730
shares of common stock were reserved for conversion of Series B
preferred stock,

1,733,200

5,446,309

Following are illustrations from the 1958 balance
sheets of the survey companies wherein the total issued
shares of certain “par value” capital stocks are carried
at an aggregate value which is greater than the aggre-
gate “par value” of such issued shares. *Company
numbers 95, 139, 150, 192, 411 show in the balance
sheet that the stock is extended at “stated value” while
*Company numbers 112, 122, 126, 226, 236, 334, 335,
415, 472, 479, 481, 508, 522, 579 make no reference
to this fact. An illustration of each follows:

*Refer to Company Appendix Section.
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AMERICAN METAL CLIMAX, INC.
Stockholders’ Equity:
Cumulative preferred stock, par value
$100 per share, issuable in series, 4%2
per cent series (Page 38) .......... $ 7,432,800
Common stock, $1 par value, authorized
20,000,000 shares; issued: 14,165,769

shares (Page 38) ............... .. 73,920,277
Capital surplus (Page 38) ....... ... 5,330,089
Earnings retained for use in the business,

statements annexed .............. . 107,913,017

$194,596,183
Deduct, Cost of stock in treasury:

Preferred: 10,262 shares ... ... ... 1,001,739
Total stockholders’ equity
(Page 38) ......... ... $193,594,444

Notes to Financial Statements (Page 38)

Stockholders’ Equity: Common Stock—Incident to the merger
the stated amount of common stock of Climax Molybdenum Com-
pany was_transferred to capital surplus. An action was brought
against Climax Molybdenum Company on December 30, 1957 in the
Delaware Chancery Court, originally to enjoin its merger with The
American Metal Company, Limited, and as later amended to have
the merger declared void on the basis that the required vote was
not obtained. In the opinion of counsel for the Company the action
is without merit.

Capital Surplus—The only material change in capital surplus dur-
ing 1958 was a charge for expenses incident to the merger.
Cumulative Preferred Stock—There were 131,410 shares of cumula-
tive preferred stock authorized at December 31, 1958 and 133,269
shares at December 31, 1957. Of these authorized shares there were
74,328 shares of the 414 per cent series outstanding at December
31, 1958 and 76,187 shares at December 31, 1957.

The change during the year represents shares retired to satisfy
sinking fund requirements for 1958, The Company is required, as
and for a sinking fund, to acquire by purchase or redemption, at
not in excess of $105 per share, a number of shares of the 4%
per cent series to permit annual retirement of 2 per cent of the
92,918 shares originally issued. The 415 per cent series of preferred
stock may be called for redemption in whole or in part at any
time at $105 per share, plus accrued dividends. The holders of this
series are entitled to like payment on voluntary liquidation of the
Company and to $100 per share, plus accrued dividends, on involun-
tary liquidation.

WEST VIRGINIA PULP AND PAPER COMPANY
Preferred stock outstanding (Note C):

94,805 shares ......... ... ... .. ... $ 9,481,000
Common stock outstanding (Note C):

5,134,669 shares ................. 80,514,000

Income reinvested or employed in the
business ............. .. ... ... .. .. 73,804,000
Total stockholders’ interest . $163,799,000

Note C: Authorized capital at October 31, 1958, consisted of
7,500,000 shares of $5 par value common stock, of which 5,134,669
shares were issued, and 145,453 shares of cumulative preferred
stock of $100 par value, of which 101,283 shares of a 4% %
series (including 6,478 shares in the treasury) were issued. The
company is required to retire 3,896 shares of this preferred stock
annually, and may redeem the entire series at $105 a share.

TREASURY STOCK

Of the 600 survey companies, 274 referred to treas-
ury stock in their 1958 reports as follows:

Two hundred and seventeen companies referred only
to common treasury stock; 46 companies showed only
preferred stock in treasury; 47 companies showed both
common and preferred treasury stock.

BALANCE SHEET PRESENTATION

The usual practice of the survey companies is to
present treasury stock within the stockholders’ equity
section of the balance sheet, either as a deduction from
the total of capital stock and surplus or as a deduction
from issued stock of the same class. Other methods of
presentation are less frequently used within the stock-
holders’ equity section. In a few instances, treasury
stock was set forth in the noncurrent asset section of
the balance sheet or information with regard to such
stock was presented in notes to the financial statements
(See Table 43).

BASIS OF VALUATION

The two most frequently mentioned bases of valua-
tion for common and preferred treasury stock are
“cost” and “par value.”

The bases of valuation of treasury stock used by
the survey companies for the years 1950, 1955, and
1958 are given in Table 43.

"Treasury Stock"—Examples

(a) From the stockholders’ equity section of the bal-
ance sheet, with “treasury” stock as a deduction
from the total of capital stock and surplus; from
the total of capital stock and capital surplus ac-
counts; or from the retained earnings account:

PARKE, DAVIS & COMPANY
Stockholders’ Investment:
Capital Stock, no-par value
Authorized 20,000,000 shares at De-
cember 31, 1958 (Note D)
Issued 14,801,889 shares at December
31, 1958—at stated capital amount,
including $183,974 added in 1958

from exercise of stock options .... $ 14,635,471
Additional paid-in capital, including
$182,108 added in 1958 with respect to
stock options .................... 911,913
$ 15,547,384
Less cost of Capital Stock in treasury
(2,070 shares at December 31, 1958) 22,073

$ 15,525,311

Earnings retained for use in the business:
Balance at beginning of year ....... $101,773,763
Net earnings for the year ... ... ... 28,040,851

$129,814,614
Less cash dividends declared ($1.05 a
share in 1958, adjusted for stock
SPit) .. ... 15,539,921
Balance at end of year ............ $114,274,693

Total Stockholders’ Investment $129,800,004

Note D: Stock Options—At December 31, 1958, 198,111 of the
authorized but unissued shares of Capital Stock and the 2,070 shares
of treasury stock were reserved for the Executive Stock Option Plan.
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TABLE 43: TREASURY STOCK

“Common” “Preferred”
Treasury Stock Treasury Stock
Balance Sheet Presentation 1958 1955 1950 1958 1955 1950
Within Stockholders’ Equity Section:
Deducted from total of capital stock and surplus (*Co. Nos. 10, 84,

153, 289, 398, 466) .. ... ... ... 164 124 103 38 41 36
Dedzuzcted from fotal of capital stock and capital surplus (*Co. No.

A2 1 1 1 — — —
Deducted from total of capital surplus and earned surplus (*Co. Nos.

57, 259) e 2 2 1 — — —
Deducted from retained earnings (*Co. Nos. 126, 546, 549, 585) .. 4 5 11 — 1 4
Deducted from issued stock of the same class (*Co. Nos. 1, 54, 104,

219, 356, 463) ... ... 78 77 97 51 48 53
Set forth with issued stock of the same class (*Co. No. 4) .......... i 1 4 — 2 2

In Noncurrent Asset Section:

Separately set forth therein (*Co. Nos. 11, 32, 122, 254, 385, 460,

580 e e e 12 10 10 1 1 1
Set forth therein as a part of various special funds (*Co. Nos. 4, 75,

21, 252 4 8 2 2 1 1
Set forth in Notes to Financial Statements (*Co. Nos. 64, 276, 296,

517, 519) e _8 10 _6 4 8 3

Total Presentations .. ............ccuiiuiinvenennennn.. 274 238 235 96 102 100
Basis of Valuation
Per-Share Value shown at:

GOt . 169 133 113 43 44 36

Par value ... ... .. . ... .. 68 49 56 45 38 38

Stated value . ........ ... ... 5 8 9 5 4 6

Cost orless than cost .. .......... ... .c.iininiinininenen... 3 2 2 — —_— _

Less than €ost .. ... ... .. ... . it 1 1 2 — —_— —_

Reduced value . ....... ... .. ... . ... .. . .. ... —_ 1 1 —_ —_ —

Carrying value ... ... ...... . ... .. . ... .. 1 — — — 1 —

Lower of cost ormarket .................... . ... ... ....... 2 2 —_— —_ — —

Liquidation value ............. .. ... ... .. .. ... ... ... — — — — 1 1

Various other .. ... ... .. .. .. .. . . .. 3 —_ 4 — —_ 1
Per-share value not shown .............................. . ... 22 42 48 3 14 18

Total Valuations ...................oiiininiinenennn 274 238 235 96 102 1_0:0
Number of Companies presenting:
Only “common” treasury stock .................... .. .. ....... 217 181 182 — —_— —
Both “common and preferred” treasury stock .................... 47 49 48 47 49 48
Only “preferred” treasury stock .................. ... ... ...... — — — 46 48 52

Total Treasury Stock ................. ..., 264 230 230 93 97 100
No treasury StoCK . .. ... ... . . it 336 370 370 183 199 204
No “preferred” stock class .............. ... . ... ... ... .. — — — 324 304 296

Total ... 600 600 600 600 600 600
*Refer to Company Appendix Section, T -

CLARK EQUIPMENT COMPANY Capital in excess of par value of shares 2,812,951
Capital Stock and Retained Earnings: Earnings retained and used in the business

Capital stock: (including retained earnings of finance

Preferred 5% cumulative—par value subsidiaries not consolidated), per state-
$100 per share (redeemable at option ment attached .................... 23,128,861
of common shareholders at $102.50 $62,238,327
per share)-—authorized and issued at T
December 31, 1958—5,815 shares .. $§ 581,500 Deduct—Cost of common shares held in
Common—authoriz%d 5,000,000 share; treasury—3,088 shares ............. 64,848
of a par value of $15 per share, issue Total capi . -
- pital stock and retained
at December 31, 1958—2,381,001 earnings . ................ $62,173,479

shares . ............. .. ... ....... 35,715,015
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THE AMERICAN SHIP BUILDING COMPANY
Shareholders’ Equity:
Capital stock:
Preferred—7% noncumulative (par val-
ue $100 per share)
Authorized and issued 1,256 shares

(including 993 shares in treasury) $ 125,600
Common—without par value:
Authorized 210,000 shares
Issued 127,144 shares (including 17,-
710 shares in treasury) ......... 5,085,760
Capital surplus (no change during year) . 1,022,323
Income retained for use in the business . 4,189,829

$10,423,512
Less cost of 993 shares of preferred stock
and 17,710 shares of common stock held

in treasury ....................... 764,823
$ 9,658,689
GENERAL BAKING COMPANY
Capital Stock and Earnings Retained in Busi-
iness:
Preferred stock, $8 cumulative, non-call-
able, no par value ($100 liquidating
preference)
Authorized—100,000 shares
Issued—90,775 shares . ............. $ 9,077,500
Common stock, $5 par value
Authorized—2,000,000 shares
Issued—1,604,995 shares ........... 8,065,759
$17,143,259
Earnings retained in business .......... 20,641,282
$37,784,541
Less—Treasury stock, at cost:
Preferred—8,534 shares $1,069,205
Common—25,990 shares 230,350 1,299,555
Total Capital Stock and Earn-
ings Retained in Business . $36,484,986

WESSON OIL & SNOWDRIFT CO., INC.
Stockholders’ Equity:
Capital Stock:
Preferred, $50 par value, cumulative

dividend 4.8% per annum—

Authorized and issued, shares 201,754 $10,087,700
Common, $2.50 par value—

Authorized 2,245,000 shares

Issued 1,262,674 shares .......... 3,156,685
$13,244,385
Capital Surplus . ..................... 7,688,511

Earnings Retained in the Busi-
iness, per statement .... $57,415,187

Deduct—Common  stock

reacquired, at cost—

34,000 shares ........ 251,108 57,164,079

$78,096,975

(b) From the stockholders’ equity section of the bal-
ance sheet with “treasury” stock set forth with, or
as a deduction from, issued shares of the same
class of capital stock:

CITY STORES COMPANY
Ownership:
Preferred stock—$100.00 par value; 4% %
convertible—authorized 38,565 shares;
outstanding 8,819 shares (after deduct-

ing 710 shares in treasury) .......... $ 881,900
Common stock—$5.00 par value—author-
ized 3,000,000 shares; outstanding 2,-
524,567 shares (after deducting 12,423
shares in treasury) ................ 12,622,833
Other capital ....................... 18,403,593
Income reinvested in business .......... 32,074,664
$63,982,990
THE EASTERN MALLEABLE IRON COMPANY
Capital:
Common stock, par value $25.00 per
share:
Shares
Authorized .............. 160,000 $4,000,000.00
Deduct: unissued shares .. 55,844 1,396,100.00
Issued .................. 104,156 $2,603,900.00

Deduct: treasury stock . . .
Common Stock Out-
standing ........ 103,060 2,576,500.00

Capital surplus .................... 1,628,468.63
Earnings retained for business needs .. 3,781,341.00

Total capital ............ $7,986,309.63

1,096 27,400.00

EATON MANUFACTURING COMPANY
Shareholders’ Equity:
Capital stock, par value $2.00 per share:
Authorized 3,000,000 shares
Outstanding 2,297,554 shares at De-
cember 31, 1958, after deducting
2,578 shares in treasury ......... $ 4,595,108

Capital in excess of par value ......... 25,002,842
Earnings retained for use in the business 74,536,041
$104,133,991

THE ELECTRIC AUTO-LITE COMPANY
Shareholders’ Investment:
Common shares—3$5 par:
Authorized 3,000,000 shares
Outstanding 1,569,397 shares in 1958
(not including 32,000 Treasury
shares) ....................... $ 7,846,985

Additional paid-in capital ............ 20,441,850
Retained earnings ($13,826,469 at De-
cember 31, 1958, unrestricted as to pay-
ment of cash dividends under terms of
34 % Promissory Note) .......... 79,829,462
$108,118,297

ACME STEEL COMPANY
Share Owners’ Equity:
Preferred Stock, par value $100 a share:
Authorized 150,000 shares; issued and
outstanding 53,000 shares ........ $ 5,300,000
Common Stock, par value $10 a share:
Authorized 5,000,000 shares; issued
2,782,727 shares (including shares in
treasury 1958—17,559 (Note C)
Additional capital paid in on Common
stock ... ...
Invested earnings—used for plant additions
and working capital ................

27,827,270
16,025,314

26,052,752
$75,205,336
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Note C: Inc;entive Compensation Plan—Annual provisions under
the Company’s Incentive Compensation Plan for approximately
142 key personnel are based upon earnings and may be distributed
currently, allocated conditionally for distribution in future years, or
remain in the reserve and be allocated in future years, The amounts
distributed or allocated may be in cash or Common Stock pur-
chased for this purpose.

The 17,559 shares of Common Stock held in the treasury at
December 31, 1958, included 17,084 shares allocated under the
Plan and 475 shares held for future allocation. The cost ($508,736)
of the 17,084 shares was deducted from the amount of the reserve
for incentive compensation and the cost ($12,290) of the 475 shares
was included as an asset in the statement of financial condition.
TI}(«; balance of the reserve ($372,019) is available for future allo-
cation.

The amount ($441,000) by which future income taxes are ex-
pected to be reduced on account of payment of incentive compen-
sation is a deferred charge and has been included in the statement
of financial condition.

(c) From the noncurrent asset section of the balance
sheet, with “treasury” stock set forth therein:

RADIO CORPORATION OF AMERICA
Investments:
Whirlpool Corporation Common Stock,

1,158,563 shares, at cost ............ $21,600,000
Wholly-Owned Foreign Subsidiaries, at or
belowcost ........... ... ... ....... 11,590,815

Other Investments, at cost (less reserve

1958, $3,987,235) ................ 11,474,261
RCA Common Stock held in treasury, at
cost, 189,007 shares (Note 8) ....... 7,589,592

Total Investments . ............. $52,254,668

Note 8: Stock Options—On May 7, 1957 the shareholders ap-
proved the RCA Stock Option Plan which provides that key em-
ployees, to be selected by a Committee of the Board of Directors,
may be granted options to purchase Common Stock from the
Corporation’s treasury, not exceeding 300,000 shares in the aggre-
gate, at a price not less than the fair market value on the date the
option is granted. At December 31, 1958 options were outstanding
on 242,200 shares at prices ranging from $28.88 to $40.38 per
share, of which options on 95,800 shares were exercisable.

The options were granted in 1957 and 1958 and are exercisable
in cumulative annual installments of 20%. Options with respect to
181,000 shares expire in ten years, and options on the remainder,
56,000 shares, expire in 5 to 10 years. At December 31, 1957 options
on 233,000 shares were outstanding of which 46,600 were exercisable.
In 1958 options for 21,000 shares were granted and options for
11,800 shares were cancelled.

On May 1, 1956 the shareholders approved the grant of a stock
option on July 1, 1955 for the purchase of 100,000 shares of
Common Stock on or before June 30, 1965 at $49.64 per share.

WESTINGHOUSE ELECTRIC CORPORATION
Investments:
Wholly and majority owned companies not
consolidated ...................... $62,486,692
Westinghouse Electric Corporation—Com-

mon stock (at lower of cost or market) 534,129
Other securities (at lower of cost or mar-
ket) ... . 11,978,026

(d) From notes to financial statements:
GULF OIL CORPORATION

Investments: Deposits, sundry investments, and long-term receiva-
bles include cash deposits equivalent to the estimated restricted earn-
ings of two pipe line subsidiaries—$8,864,303 and the cost of 53,723
shares of the Corporation’s capital stock held in connection with the
&xcggxg% Compensation Plan and to acquire properties, etc.—

y » .
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