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PREFACE

Accounting Trends and Techniques in Published Annual Reports — 1966
is the Twentieth Edition of a study of the accounting aspects of financial reports released
annually by 600 industrial companies to their stockholders. This study is a continuation of
the long-range program initiated by the Council in 1946 for the analysis of corporate an-
nual reports. The current edition has been prepared under the direction of William H.
Hird, C.P.A., Consultant, Accounting Trends and Techniques, American Institute of Certi-
fied Public Accountants.

Signiﬁccn’l’ 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 afforded the transactions and items reflected in the state-
ments. An industry classification of companiesincluded in the survey is also presented. As
noted in the Tenth Edition, the statistics for the years 1946 and 1950 are now preserved
as they were presented in that edition. Also, the statistics for the years 1955 and 1960,
and the years thereafter, will not be subject to further adjustment. This change in policy
was adopted because of the difficulty in obtaining copies of reports for all of the prior
years whenever new companies are substituted in the group, and because of the immate-
riality of the changes involved.

Accounﬁng techniques employed by the 600 survey companies are presented in
the form of quotations and examples taken directly from the 1965 reports. These illustra-
tions, and the statistics shown in the tables, are not presented as recommended methods
for handling specific items but are of an informative and objective nature. Neverthe-
less, examples generally have been selected for the purpose of illustrating related ac-
counting techniques. Variety of presentation was a secondary consideration. In selecting
examples, opinions of auditors have been deemed to cover the acceptability of the account-
ing techniques employed. Accordingly, no attempt has been made to distinguish, through
selection, between the best technique in a given case, and an acceptable alternative. It
will be observed, however, from the tables throughout the survey, that the trend has
been toward the use of better techniques.

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 refer-
ence 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. New companies are identified in the Company Appendix Section.
Companies eliminated are shown at the end of the Appendix.

SPecicl acknowledgment is due to Lloyd O. Shirley, C.P.A., and Mrs. Emma
Devilbiss, for their assistance in the analysis of the financial reports and preparation of
the manuscript.

RicHARD A. NEst, C.P.A., Director of Technical Services
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS
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Section 1 FINANCIAL STATEMENTS
Table or

SOME CHANGES AND TRENDS IN 1965 REPORTS " Page Number
NEW— Differences between accounting practices employed in

annual financial reports to stockholders, and in finan-

cial statements filed with the Securities and Exchange

Commission, Proxy Rule 14 a-3 pp. 33, 34
NEW-— All companies in the survey now classify their surplus Tables 4

accounts (none show unclassified surplus) and 10
NEW— Supplementary schedules containing information rela-

tive to stock options are now included in Table 18 Table 18
NEW—. Supplementary charts, schedules, etc., of working

capital and of property, plant and equipment have

been separated from “Miscellaneous,” and shown sep-

arately in Table 20 Table 20
NEW— More complete listing of the titles of the income pp. 5, 10,

statement, balance sheet, etc. 13, 17
TREND—  The use of the term “shareholders’ equity” is steadily

increasing Table 9
TREND—  Growing use of terms to replace “surplus” Tables 10

and 11

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 state-
ments considered here comprise not only the statements
covered by the auditors’ reports, but also the summaries
and supplementary schedules, etc., which are frequently
included in the annual reports for the information of
stockholders.

FINANCIAL STATEMENTS COVERED
BY AUDITORS' REPORTS

Customary Statements

The customary financial statements are the balance
sheet (or statement of financial position), the income
statement, the retained earnings statement, the com-
bined income and retained earnings statement, the
“capital surplus” statement, the combined capital sur-
plus and retained earnings statement, the surplus (un-



2 Section 1: Financial Statements

classified) statement, the combined income and surplus
(unclassified) statement, and the stockholders’ equity
statement.

The “funds” statement, frequently named the State-
ment of Source and Application of Funds, is not con-
sidered a customary statement in this and previous edi-
tions of the survey. The statement has, however, been

used increasingly and is covered extensively in Section
3 of this report.

Combination of Customary Statements

Each of the 600 survey companies presented two or
more of the customary statements in its annual report
for 1965.

As noted in Table 1, the most frequent combination

presented consisted of a balance sheet and combined

income and retained earnings statement. The use of this
form of presentation declined slightly in 1965 from the

previous year, interrupting a trend of many years’ dura- -

tion. Table 1 also summarizes in detail the various
other combinations of customary financial statements
presented by the survey companies in their 1965 re-
ports and the table shows in comparative form the
various combinations for the years 1965, 1964, 1960,
1955, 1950, and 1946. Usually, company identifying
numbers, except for the largest classification, are fur-
nished at the foot of the table for each presentation.
Listed in the Company Appendix Section are the
names of the companies included in the survey and the
numbers assigned to each company.

NOTES TO FINANCIAL STATEMENTS

The committee on auditing procedure of the Ameri-
can Institute of Certified Public Accountants, in its
Statements on Auditing Procedure No. 33 issued in
1963 (pages 54-55 and 71-72), discusses the neces-
sity for adequacy of informative disclosure in financial
statements. Such disclosures are generally presented in
the form of notes to financial statements.

TABLE 1: CUSTOMARY FINANCIAL STATEMENTS

Combination of Statements* 1965 1964 1960 1955 1950 1946
A: Balance Sheet and Combined Income & Retained Earnings State-
111 1L 257 260 236 202 168 141
B: Balance Sheet, Income, and Retained Earnings Statements . . . . .. 153 149 154 169 191 157
C: Balance Sheet, Income, Retained Earnings, and Capital Surplus
Statements . ... ... ... i 124 124 146 149 149 198
D: Balance Sheet, Income, and Stockholders’ Equity Statements . . . . 24 25 23 19 15 6
E: Balance Sheet, Combined Income & Retained Earnings, and Capi-
tal Surplus Statements ..................... ... . ....... 26 25 24 22 20 22
F: Balance Sheet and Income Statement ...................... 8 7 7 19 21 20
G: Balance Sheet, Income, and Combined Retained Earnings & Capi-
tal Surplus Statements . ............. ... ... ... ... iiin.. 1 1 2 4 15 30
Balance Sheet, Income, and Surplus (unclassified) Statements . . — 1 1 8 14 15
Balance Sheet and Combined Income & Surplus (unclassified)
Statements .. ......... .. ... e — — 1 4 2 2
H: Balance Sheet, Income, Retained Earnings, and Combined Capital
Stock and Capital Surplus Statements .................... 1 1
I: Balance Sheet, Income, Retained Earnings and Stockholders’
Equity Statements ................. ... iiiiineia., 1 3
J: Balance Sheet, Combined Income & Retained Earnings & Stock-
holders’ Equity Statements . ............................ 1 1 6 4 5 9
K: Balance Sheet, Combined Income & Retained Earnings, and
Common Stock Equity Statements ...................... 1 1
L: Balance Sheet, Combined Income & Retained Earnings, and
Stockholders’ Equity Statements ........................ 3 _2J
Total .. ... e e 600 600 600 600 600

600

*Refer to Company Appendix Section—A: All 600 companies not specifically listed below under other captions; B: 1, 2, 3, 8, 11, 12, 16, 20,

21, 22, 38, 39, 44, 45, 46, 51, 54, 57, 61, 65, 70, 76, 79, 98, 102, 111, 112, 113, 119, 121, 126, 130, 131, 132, 137, 138, 140,
148, 150, 152, 154, 155, 161, 172, 173, 174, 181, 184, 187, 188, 201, 207, 213, 215, 227, 231, 234, 236, 237, 238, 248,
259, 260, 261, 262, 274, 275, 281, 286, 288, 303, 305, 306, 312, 317, 319, 325, 329, 332, 350, 352, 354, 355, 356, 358, 362, 367,
373, 374, 376, 380, 382, 386, 388, 392, 393, 394, 396, 399, 422, 424, 428, 430, 432, 437, 439, 441, 453, 458, 462, 468, 469, 473,
478, 480, 481, 485, 486, 487, 493, 495, 496, 501, 502, 505, 509, 515, 519, 522, 533, 538, 546, 548, 551, 563, 566, 571, 574, 581,
92,93, 95, 101, 109, 110, 115, 123, 123, 125, 135, 136, 147,

222, 226, 230, 232, 233, 235, 243, 245, 249,

255, 263, 278, 279, 284, 285, 287, 292, 293,296, 299, 301, 302, 310, 321, 324, 328, 333, 334, 338, 344, 345, 357, 360,
383, 387, 395, 397, 400, 401, 405, 408, 415, 421, 429, 434, 440, 443, 444, 445, 447, 459, 463, 472, 479, 488, 489, 510,
521, 532, 541, 542, 545, 549, 550, 554, 556, 560, 561, 562, 564, 565, 579, 598; D: 32, 67, 68, 75, 97, 193, 194, 225, 265,
572; E: 18, 47, 52, 55, 64, 71, 7%; 1%6 1.;:12, 157255, 2118,35221, 228,

589,

’
253,
379,
526,
295,
264,
159;

593, 595,”596, '597; ‘C: 14, 28, 31, 33, 36, 37, 42, 53, 58, 66, 82, 88, 89,
%gg, 160, 163, 166, 170, 178, 185, 195, 199, 203, 211, 212, 214, 216, 21
381,
300, 375, 411, 420, 456, 461, 476, 504, 516, 517, 544, 553
297, 311, 331,366,
L: 15, 298, 543.

4,220,

407, 431, 465, 506, 523, 568, 576; F: 24, 63, 105, 270, 363, 419, 449, 569;

J:

143, 144, 145,
252, 256,

587,
250,

531; K:
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Regulation S-X, of the Securities and Exchange
Commission, affirms the concept of full disclosure, and
mentions the type of information which is normally
required. This includes among other things:

(1) Changes in accounting principles

(2) Any material retroactive adjustments

(3) Significant purchase commitments

(4) Long-term lease agreements

(5) Assets subject to lien

(6) Preferred stock data—any callable, convertible, or

preference features

(7) Pension and retirement plans

(8) Restrictions on the availability of retained earn-

ings for cash dividend purposes
(9) Contingent liabilities

(10) Depreciation and depletion policies

(11) Stock option or stock purchase plans
. - The importance attached to the principle of adequate
disclosure and the prominent part of notes to financial
statements in the presentation of most of the annual re-
ports to stockholders may be observed from the tabula-
tion presented herewith, particularly with respect to
notes with direct reference shown within related state-
ments. The tabulation has been prepared from informa-
tion supplied in the current and previous editions of
Accounting Trends and Techniques and indicates note-
worthy trends. In addition it should be noted that
while some of the companies present no “notes” as such,
they do incorporate the information normally found in
the notes as part of the president’s letter or financial
review. The tabulation, this year, shows in what groups
of statements the references appear. The tabulation
also discloses those companies which refer to the finan-
cial review or review of operations.

Since notes to financial statements are reproduced
throughout the book, no tabulation is presented here
disclosing types of subjects covered. However, it may
be mentioned that the balance sheet is usually the
source of most of the references to notes.

Examples of the types of subjects dealt with and the
points typically covered can be readily ascertained by
reference to the Subject Index under the following
headings:

Accounts payable—Current liabilities, Noncurrent lia-

bilities

Capital stock—Carrying value greater than par, Con-

versions, Treasury

Consolidation of financial statements—Principles of

Federal and other income taxes—Assessments and re-

funds, Carry-back and carry-forward of operating

losses

Fixed assets—Basis of valuation, Depletion, deprecia-
tion, etc.

Inventories—Methods of “cost” determination, Pricing
basis

Long-term leases—Disclosure by lessees, Sale-and-lease-
back, Treated as purchase

NOTES TO FINANCIAL STATEMENTS

1965 1960 1955

Manner of Presentation*

Notes with direct reference shown within
related statements:

A: In Balance Sheet only ...... 837
B: In Balance Sheet and Income

Statement .............. 64
C: In Balance Sheet, Income

Statement, and Retained

Earnings Statement ...... 49
D: In Income Statement only . .. 2 (459 372
E: In Balance Sheet, and Com-

bined Income and Retained

Earnings Statement ...... 149
F: In other combinations of state-

ments .................. 81 J

G: Notes included by general refer-

ence on accompanying statements 119 78 95
H: Notes included by placement within

or at the foot of statements .... 10 35 59
I: No notes as such, but supplemen-

tary information provided at foot

of statements ............... 1 5 11
J: No reference to notes; however,
they were provided separately . . 7 3 4

K: No notes presented ............

Reference is to Financial Review or Re-
view of Operations:

L: Direct reference shown within

related statements ........ 7 N/C N/C
M: General reference on accom-

panying statements ...... 10 N/C N/C

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

N/C—Information not compiled in previous years

*Refer to Company Appendix Section—A: 11, 18, 25, 27, 29, 31,
32, 40, 44, 45, 52, 53, 59, 60, 82, 85, 87, 92, 109, 124 132, 139
142 146 173, 185 198 207, 209 219 223 252, 260, 274, 278,
287, 289, 300, 306 311 314 320 333 346 352, 356, 358, 361,
362, 365, 366 370 384 393, 404 407, 411, 424, 437, 438, 455,
64 499 507 510 512 524, 529, 534, 538, 543, 556,
557 559 577, 578, 581, 584, 591, 592, 596; B: 2, 3, 20, 21, 24,
37, 39, 51, 57, 61, 63 67 70 79, 88 93, 111, 140, 155, 163,
178 187 194 195 201 11, 215 216, 227, 235, 236, 237, 238,
261 262 270 288 301 310 317 324 329 344 354 363, 375,
380 394 395 405 419 445 463 478 487 493 522 527 562,
565, 571, 589, 597; C: 8 22, 46, 54 102 113 12f 125 126 131,
138 145 150 151 152, 154 161, ‘181, 184, 213 220, 231, 234
243 248, 253, 254 257 259 275 321, 350 355 386 388, 399,
408 422 432 439, 469 480 485 489 519 533 542 587, 595;
D: 45 537; E: All 660 companies not specxﬁcally Listed ‘above
or below under other captions; F: 15, 28, 33, 35, 36, 55, 65, 66,
68, 89, 95, 101, 110, 114, 115, 123, 137, 147 156 159 160 166,
193, 199 200 203 21 , 214, 218, 222, 225, 228, 233 245, 250
255, 264 265 281, 284, 293, 296 298 302 325 331 332 338
345 367, 379, 383, 387 396 400 415 420, 421, 428 434, 440,
443, 476, 479 488, 495 496 502 506 509 511 526 550, 560,
561, 566, 568, 574 576, 579, 598; G: 1, 12 16, 23, 48 50 56,
58, 72, 15, 76 97 98 100 106 112, 119 122 130 135. 136,
141, 143, 44, 8,1 15,1, ,7, , 180, 182,
183, 188, 191, 196, 202 205, 208, 217, 232, 247, 249 251, 256,
267, 272, 277, 279, 285 290, 292, 299, 303, 307, 312, 323, 328,
334, 342, 343, 347, 348 360, 364 372, 373, 374, 382, 390, 392,
397, 398, 401, 412, 418 426, 429 441, 442, 444, 446, 449, 452,
458, 459, 465, 471, 472, 473, 474, 481, 482, 501, 504, 513, 515,
516, 517, 521, 525, 531, 536, 539 541, 544, 545, 546, 549, 551,
553, 554, 567, 572, 580, 583 u’ 14, 104, 286, 377, 389, 462,
470, 70, 593; I: 453 ¥ 5, 42 133 263 468 498 532;
K: 19, 103 105, 120 149, 165, 172, 226 268, 291, 29< 319,
322, 376 447 486 548 564; L: 73, 230 273 305 308 555,
569 M: 116, 168, 246, 357 381, 409 414 430 505, 563,

N

Y
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Pension and retirement plans—Funded or unfunded
Post balance sheet disclosures—Litigation

Reserves and appropriations

Stock option plans—Option prices

INCOME PRESENTATION IN REPORTS

A separate statement of income or a combined state-
ment of income and retained earnings was provided by
599 of the 600 survey companies in their 1965 annual
reports. The trend towards the adoption of the com-
bined statement of income and retained earnings was
not continued in the current year. One less company
presented a combined statement of income and retained
earnings this year as compared to 1964.

The trend over the years towards the use of the
combined statement may have been influenced by Para-
graph 2, Section B, Chapter 2 of Accounting Research
and Terminology Bulletins, Final Edition, published
in 1961 by the American Institute of Certified Public
Accountants, which reads: “2. The combining of these
two statements, “income and earned surplus,” where
possible, will often be found to be convenient and de-
sirable. Where this presentation is contemplated, how-
ever, certain considerations should be borne in mind if
undesirable consequences are to be avoided.” Para-
graph 5, in part, states that: “. . . It distinguishes cur-
rent charges and credits related to a company’s more
usual or typical business operations from material ex-
traordinary charges and credits which may have arisen
during the period by placing them in different sections
of a continuous statement.”

Details of the income presentation in the reports are
presented in Table 2.

RETAINED EARNINGS PRESENTATION IN REPORTS
Table 3 sets forth the various methods of presenta-

tion of retained earnings in the 1965 annual reports.
The increased use of the combined statement of re-
tained earnings and income, noted in prior years, was
reversed in 1965. One less company used the com-
bined statement in 1965.

The nature of the transactions presented in the re-
tained earnings statement are reviewed and classified
in Section 4. '

CAPITAL SURPLUS PRESENTATION IN 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 492 of the 600 survey companies. Separate state-
ments of capital surplus either alone or in combination
with retained earnings were presented by 151 compa-
nies. Capital surplus was shown as an item within the
balance sheet by 311 companies, of which 72 companies
either stated or indicated that there had been no
changes in the account during the current year. Capital
surplus was not disclosed separately in the balance
sheet by five companies but was set forth in notes as
part of an analysis of invested capital.

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

TITLE OF THE INCOME STATEMENT

The terminology used in the income statement titles
of the 1965 annual reports is summarized in Table 5.
The use of the term “income” as the key word in the
title of the income statements of the 600 survey com-
panies still predominates. However, the term “earnings”
is gaining in acceptance, while the use of the term
“profit and loss,” originally high on the list, continues to
decline.

TABLE 2: INCOME PRESENTATION IN REPORTS

Manner of Presentation*

A: As a separate statement of income ................

1965 1964 1960 1955 1950 1946

........ 312 311 332 368 407 427

B: As a combined statement of income and retained earnings .. ... 287 288 264 224 187 164
C: As a combined statement of income and stockholders’ equity . . 1 1 2 1 — —_
Other presentations of prior years ........................ — — 2 7 6 9
Total ... G0 600 600 600 600 600

*Refer to Company Appendix Section—A: All 600 companies not specifically listed below under other captions; B: 4, 5, 6, 7, 9, 10,

13, 15, 17, 18, 19, 23, 25, 26, 27, 29, 30, 34, 40, 41, 43, 47, 48, 49, 50, 52, 55, 56, 59, 60, 62, 64,

69, 71, 72, 13, 74, T1, 18, 51;0, 21,

83, 84, 85, 86, 87, 90, 91, 94, 96, 99, 100, 103, 104, 106, 107, 108, 114, 116, 117, 118, 1’20, '124,’ 12‘}, 128, 129, 133, 134, 139, 141, 142,

6, 149, 153, 157, 158, 159, 162, 164, 165, 167, 168, 169, 171, 175, 176, 177,179, 180, 182, 183, 186, 189, 190, 191, 192, 196, 197,
02, 204, 205, 206, 208, 209, 210, 218, 219, 221, 223, 224, 228, 229, 239, 240, 241, 243, 244, 246, 247, 251, 258, 264, 266, 267,

268, 269, 271, 273, 276, 271, 280, 282, 283, 289, 290, 291, 294, 297, 298, '304, 307, 308, 309, 311, 313, 314, 315, 316, 318, 320, 322,
323, 326, 327, 330, 331, 335, 336, 337, 339, 340, 341, 342, 343, 346, 347, 348, 349, 351, 353,359, 361, 364, 365, 366, 368, 369, 371,
377, 378, 384, 385, 389, 390, 391, 398, 402, 403, 404, 406, 407, 409, 410, 412, 413, 414, 416, 417, 418, 423, 425, 426, 427, 431, 433,
435, 436, 438, 442, 446, 448, 450, 451, 452, 454, 455, 457, 460, 464, 465, 466, 467, 470, 475, 471, 483, 483, 484, 490, 491, 492, 494,
497, 498, 499, 500, 503, 506, 507, 508, 512, 513, 514, 518, 520, 521, 523, 524, 528, 529, 530, 534, 535, 536, 537, 539, 540, 543, 547,

55%, 555, 557, 558, 559, 567, 568, 570, 573, 575, 576, 571, 578, 580, 582, 583, 584, 585, 586, 588, 590, 591, 592, 594, 599, 600; C:
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TABLE 3: RETAINED EARNINGS PRESENTATION IN REPORTS
Manner of Presentation* 1965 1964 1960 1955 1950 1946
A: As a separate statement of retained earnings ................ 279 277 300 320 341 356
B: As a combined statement of retained earnings and income .. . ... 287 288 264 224 187 . 164
C: As a combined statement of retained earnings and capital surplus 1 1 2 4 17, 30
D: As a section within the statement of stockholders’ equity (see
Table 14) ... .. .. . . . 24 25 23 19 14 5
E: As a section within the balance sheet ...................... 4 4 7 12 19 22
F: As an item within the balance sheet ....................... 4 3 1 7 6 4
G: As a combined statement of income, retained earnings, and stock-
bolders’ equity ...................... ... ... .. e 1 1 1 2 1 1
Total Retained Earnings . ........................ 600 599 598 588 585 582
Surplus not classified ............. ... ... ... ... ... ...... = 1 2 12 _18
TOtal ...ttt e 600 600 600 600 600 600

*Refer to Company Appendix Section—A: 1, 2, 3, 8, 11, 12, 14, 16, 20, 21, 22, 28, 31, 33, 35, 36, 37, 38, 39, 42, 44, 45, 46, 51, 53,
54, 57, 58, 61, 65, 66, 70, 76, 719, 82, 88, 89, 92, 93, 95, 98, 101, 102, 109,116, 111, 112, 113, 115, 119, 121, 122, 123, 125, 126,

132, 135,136, 137, 138, 140, 143, 144, 145, 147, 148, 150, 151, 152, 154, 155, 156, 160, 161, 163, 166, 170, 172, 173,
184, 185, 187, 188, 195, 199, 201, 203, 207, 211, 212, 213, 214, 215, 216, 217, 220, 223, 226, 227, 230, 231, 232, 233,
237, 238, 243, 245, 248, 2497 250,’ 252, 253, 254, 255, 256, 257, 259, 260, 261, 262, 263, 274, 215, 278, 279, 281, 284,
288, 292, 293, 296, 299, 301, 303, 303, 305, 306, 310, 312, 317, 319, 321, 324, 325, 328, 329, 333, 333, 334, 338, 344,
354, 355, 356, 357, 358, 360, 362, 367, 370, 372, 373, 374, 376, 379, 380, 381, 382, 383, 386, 387, 388, 392, 393, 394,
397, 399, 400, 401, 405, 408, 415, 421, 422, 424, 428, 425, 430, 433, 434, 437, 439, 440, 441, 443, 444, 445, 447, 453, 458,
463, 468, 469, 472, 473, 474, 478, 479, 480, 481, 485, 486, 487, 488, 480, 493, 495, 496, 501, 502, 505, 509, 510, 511, 515, 519, 522, 525,
526, 527, 533, 533, 538, 541, 542, 545, 546, 548, 549, 550, 551, 554, 556, 560, 561, 562, 563, 564, 565, 566, 571, 574, 579, 581, 587,

589, 593, 595, 596, 597, 598; B: All 600 companies not specifically listed above or below under other captions;
97, 193, 194, 225, 265, 272, 295, 300, 375, 411, 420, 456, 461, 476, 504, 516, 517, 544, 553, 572; E: 63, 105, 419, 569;

449; G: 531

C:200; D: 32, 67, 68, 75,
F: 24, 270, 363,

Changes During 1965

Changes made by the survey companies in the termi-
nology used for their income statements for the year
1965 were not significant from the standpoint of the
trends already established. As has been previously
noted, the title “income” still predominates, while the
use of the term “earnings” continues to grow. Ten com-
panies used the term in 1946; 174 companies in 1965.
Perhaps the most significant trend has been away
from the use of the title “profit and loss,” from 236
companies in 1946 to only five companies in 1965.
Twenty-two of the companies changing the key word in
the title of their income statements for the year 1965
are *1, 41, 53, 126, 150, 158, 160, 198, 202, 215,
236, 250, 285, 349, 403, 489, 555, 568, 571, 573,
581, 583. New companies replacing old companies ac-
counted for the remaining changes in the titles.

Examples

The various titles of the income statements con-
tained in the 1965 annual reports of the survey com-
panies are quoted below. The examples show the man-
ner 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
statement.

*Refer to Company Appendix Section,

INCOME—(393 Companies) :

Comparative Consolidated Statement of Income and
Accumulated Earnings (*524)

Comparative Consolidated Statement of Income and
Retained Earnings Unappropriated (*568)

Comparative Statement of Consolidated Income (*39)

Comparative Statement of Income and Retained Earn-
ings (*139)

Consolidated Comparative Statement of Income (*367)

Consolidated Current and Retained Income (*276)

Consolidated Income (*12, 45, 65, 136, 230, 274, 566)

Consolidated Income Account (*144, 548)

Consolidated Income and Earned Surplus (*450)

Consolidated Income and Net Income Employed in the
Business (*518)

Consolidated Income and Retained Earnings (*52, 100,
176, 239, 311, 473, 513, 529, 567)

Consolidated Income (Loss) (*519)

Consolidated Income Statement(s) (*14, 58, 68, 226,
263, 392, 443)

Consolidated Statement(s) of Income (*2, 20, 31, 46,
66, 75, 93, 95, 102, 121, 132, 137, 156, 161, 172, 174,
181, 193, 203, 207, 232, 250, 261, 270, 272, 273,
275, 279, 281, 285, 287, 293, 305, 315, 318, 319,
332, 355, 363, 366, 374, 376, 386, 393, 394, 399,
428, 429, 435, 439, 444, 458, 459, 486, 488, 495,
502, 505, 509, 515, 517, 523, 525, 533, 541, 542,
544, 545, 546, 549, 551, 554, 556, 560, 563, 566,
569, 572, 587, 595, 598)

Consolidated Statement of Income and Accumulated
Earnings (*361, 402, 442, 490, 499)

Consolidated Statement of Income and Accumulated
Earnings Retained in the Business (*590)
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Consolidated Statement(s) of Income and Earned Sur-
plus (*40, 47, 99, 104, 145, 177, 224, 229, 242,
282, 283, 326, 343, 347, 359, 497, 594)

Consolidated Statement of Income and Earnings Em-
ployed in the Business (*108)

Consolidated Statement of Income and Earnings In-
vested in the Business (*90, 484)

Consolidated Statement of Income and Earnings Re-
invested (*23)

Consolidated Statement of Income and Earnings Re-
tained for Use in the Business (*269, 271)

Consolidated Statement of Income and Earnings Re-
tained and Employed in the Business (*464)

Consolidated Statement(s) of Income and Earnings Re-
tained in the Business (*27, 258, 330, 351)

Consolidated Statement(s) of Income and Income Rein-

Consolidated Statement of Income and Income Re-
tained for Use in the Business (*331)

Consolidated Statement of Income and Reinvested Earn-
ings (*304)

Consolidated Statement(s) of Income and Retained
Earnings (*5, 6, 9, 34, 48, 55, 73, 81, 83, 86, 91,
98, 106, 107, 116, 118, 128, 146, 165, 179, 196,
202, 204, 209, 241, 251, 260, 277, 297, 320, 327,
337, 342, 384, 403, 418, 425, 427, 466, 491 500,
501, 514, 534, 536, 539, 552, 557 559, 573, 576,
577, 582, 583, 586, 592)

Consolidated Statement of Income and Retained Earn-
ings Deficit (*531)

vested in the Business (*417, 599)

*Refer to Company Appendix Section.

TABLE 4: CAPITAL SURPLUS PRESENTATION IN REPORTS

Manner of Presentation* 1965 1964 1960 1955 1950 1946
A: As a separate statement of capital surplus .................. 150 149 169 183 170 224
B: As a combined statement of capital surplus and retained earnings _1 1 2 4 16 31
Total . ... o i i it 151 150 171 187 186 255
C: As a section within the statement of stockholders’ equity (see
Table 14) . ... i e 25 24 20 17 17 7
As an item within the balance sheet and changes set forth:
D: Under balance sheet caption ........................... 12 19 24 17 28 12
E: In notes to financial statements ......................... 189 173 148 81 17 12
F: In other statements or schedules covered by auditors’ reports . 3 2 2 4 1 1
G: In letter to stockbolders .................. .. .. ... 3 1 2 2 2 —
H: Not set forthinreport ............ ... ... .. ...t 32 28 31 32 6 1
As an item within the balance sheets:
I Stated to be “Not changed during the year” .............. 4 4 12 36 54 54
J: With identical dollar balances for the current and prior year
but no reference to such unchanged status .............. _68 82 80 85 119 88
Total ... e e e e e e 311 309 299 257 227 168
K: Not shown separately in the balance sheet, but set forth in notes
as part of analysis of the balance sheet item, “Common (or
Capital) Stock™ ...... ... ..ottt e _3 6 — — — —
Number of Companies*
Presenting capital surplus .................. ... .. i0ieennn 492 489 490 461 430 430
L: Not presenting capital surplus ..................cccooun... 108 110 107 127 156 156
Not classifying surplus .............. .. ... .. ..ccivuen.n. = 1 3 12 14 14
Total ...t e 60() 600 600 600 600 600

*Refer to Company Appendix Section—A: 14, 18, 28, 31, 33, 36, 37, 42, 47, 52, 53, 55 58, 64, 66, 71, 72, 82, 88, 89, 92, 93, 95, 101

109,
217,
297,

406

134, 138, 146 149 155 157, 165 173 177, 179, 181, 205, 207, ’210 223 224 239 25

110, 114, 115, 122, 123, 125, 135, 136, " 147, 151 156 158,
218, 220, 221, 222, 226, 228, 230 232 233 235 243 245, 249
299 301 302 310 311, 321, 324, 328, 331, 333, 334 338, 344
08 41 5 421 429 431, 434 440 443, 444 445, 447, 459
542 545 549 550 554 556 560, 561, 562, 564 565 568,

576 579 598;
295 298 300 375, 411, 420, 456, 461, 476, 504, 516, 543 544, 553, 572; D:
10, '11, 75, 26, 27, 38, 43 48, 56, 57, 59 60 61 65, 69, 70 74, 77, 80, 83, 84,

13,

20 63 85 132 276, 336 353, 409, 419 469,

86,

, 96,

100, 106, 107,

E: 3
121, 12§ 129 131, 133, 137, 140, 141, 144, 143, 150, 153, 162, 164, 171, 174, 180, 182 183, 184, 187 " 188, 190, 191, 192

201,

208 213 219 231 238 240 241 242 246 252 257 260 262 26'7 274 213, 281 289 290 294 303 305 309

315 317 318, 320, 323, 325, 329, 330, 337, 339, "340, 341, 342,343, 348, ’351," 353, 355, 359, 361, 362, 368, 378, 384, 385,

393 396, 398, 399 402 404 412 413 417

16, 78, 98 112, 118, 143, 148, 167, 168, 169, 176 198 20
436, 473, 519, 536, 586, ’589, 597; 1: 99 236 259 349 J: 5 i

215

41, 46, 49,

A 500, 505, 508,
; F:

418 422, 425, 426, 427, 428 433, 435 438 439, 443, 449 450 451, 452, 453
457, 460, 466, 471, 474, 477, 478, 480, 481, 483, 484, 485, 487, 490, "492, '494, 495, 496,
e Z%g gg;) 15-124 528 530, 538, 539, 540 551, 559, 567, 574 577, 578, 580 583 584,

142, 525 548

160, 163, 166, 170, 175, 178, 185, 195 199, 203, 211, 212 214, 216,

250, 253, 254, 255, 258, 363, 264 278 279, 284, 285 287 292 293, 296,

345, 357, 360, 366, 372, 379 381 383, 387, 395 397,

463 465 472 479 488 4389, 306, 510, 511, 523, 526 527,
: 35, 67, 68, 75, 159 194, 225,

A
o
Y

532,
265,
529,
111,
196,
313,
386,
454,
513,
G:

66 277, 3217, 347,350, 373, 392,
. 73, 76, 87 103, 113 120, 127,

i 256, 261, 270 213, 280, 282,” 288, 291, 308,

326, 346, 356, 376, 389 390 414, 446, 448, 46>, 497,503, 507, 514, 521, 533, 534, 537, 547, 563 571, 575, 590; K: 50, 102, 139,

311,

517, L: All 600 companies not spec1ﬁcally listed above under other capuons




Title of the Income Statement

Consolidated Statement of Income and Retained Earn-
ings Used in the Business (*289, 538)

Consolidated Statement of Income (Loss) and Earned
Surplus (Deficit) (*192)

Consolidated Statement of Income (Loss) and Retained
Earnings (*457)

Consolidated Statements of Income and Surplus (*302)

Consolidated Statements of Net Income (*421)

Income (*33, 76)

- Income and Earned Surplus Statements (*368)
Income and Income Retained in the Business (*475)
Income and Retained Earnings (*264, 323, 365, 540,

585)

Income Statement(s) (*151, 303, 356)

Statement(s) of Consolidated Income (*8, 38, 51, 88,
119, 130, 152, 154, 173, 194, 200, 211, 213, 214,
222, 233, 245, 249, 253, 255, 278, 284, 296, 300,
321, 350, 370, 372, 375, 381, 411, 422, 432, 447,
461, 463, 478, 480, 481, 485, 510, 532, 565, 579,
589)

Statement of Consolidated Income and Accumulated
Deficit (*180)

Statement of Consolidated Income and Accumulated
Earnings (*535)

Statement(s) of Consolidated Income and Earned Sur-
plus (*142, 149, 186, 267, 314, 410, 438, 462, 493,

. 584)

Statement of Consolidated Income and Earnings Re-
tained (*189)

Statement of Consolidated Income and Earnings Re-
tained for Use in the Business (*268, 404)

Statement of Consolidated Income and Earnings Re-
tained in the Business (*159, 339, 452)

Statement of Consolidated Income and Income Em-
ployed in the Business (*294)

Statement of Consolidated Income and Income Re-
invested (*717)

Statement of Consolidated Income and Income Re-
tained for Use in the Business (*43)

Statement of Consolidated Income and Income Re-
tained in the Business (*59)

Statement of Consolidated Income and Reinvested
Earnings (*238, 341)

Statement(s) of Consolidated Income and Retained
Earnings (*7, 18, 54, 56, 74, 78, 84, 96, 120, 133,
164, 171, 190, 237, 244, 353, 354, 364, 398, 409,
423, 448, 467, 477, 494, 512, 578, 600)

Statement(s) of Consolidated Income and Retained In-
come (*140, 182, 336, 380, 543, 591)

Statement(s) of Consolidated Income and Surplus (*395,
401)

Statement of Consolidated Income and Unappropriated
Retained Income (*580)

Statement(s) of Income (*30, 105, 113, 123, 138,
170, 225, 234, 262, 299, 358, 453, 472, 476, 487,
561)

Statement of Income and Accumulated Earnings Used
in the Business (*127)

Statement(s) of Income and Earned Surplus (*17, 167,
396)

Statement of Income and Earnings Invested in the Busi-
ness (*291)

*Refer to Company Appendix Section,

TABLE 5: INCOME STATEMENT TITLE

Terminology Used 1965 1964 1960 1955 19_&) 1946
Income ............ 393 394 382 361 329 317
Earnings .......... 174 161 152 135 92 10
Profit and Loss ..... 5 8 24 56 127 236
Operations ........ 24 33 35 30 30 10
Income and Expense . 2 3 2 5 8 5
Income and Profit and
Loss ............ —_ - - 2 2 10
Income, Costs . ..... —_ — 1 1 1 —
Toss .............. 1 — 1 2 1 —
Operating Results ... — — — 3 3 3
Total ..... 600 600 599 598 597 593
No Income Statement — — 1 ___2 _ 3 _‘_7
Total ..... 600 600 600 600 600

Statement of Income and Earnings Reinvested in the
Business (*460, 521)

Statement of Income and Earnings Retained (*414)

Statement of Income and Earnmgs Retained for Use in
the Business (*206)

Statement of Income and Earnmgs Retained in the
Business (*223, 498)

Statement of Income and Earnings Used in the Business
(*103)

Statement of Income and Income Retained (*198, 308)

Statement of Income and Net Income Retained for Use
in the Business (*377)

Statement(s) of Income and Retained Earnings (*19,
94, 134, 183, 208, 228, 240, 257, 280, 298, 306,
362, 378, 407, 412, 413, 492, 508, 537)

Statement of Income and Retained Earnings Consoli-
dated (*446)

Statement of Income and Retained Earnings Deficit
(*528)

Statement of Income and Summary of Income Rein-
vested in the Business (*588)

Statement of Income and Surplus (*216)

Statements of Income and Income Retained in the Busi-
ness, and Other Capital (*175)

Summary of Consolidated Income (*89)

Summary of Consolidated Income and Earned Surplus
(*157)

Summary of Income and Retained Earnings (*169)

Summaries of Consolidated Income and Surplus (*292)

EARNINGS—(174 Companies) :

Comparative Consolidated Statement of Earnings (*215)

Comparative Statement of Consolidated Earnings (*379)

Comparative Statement of Earnings and Retained Earn-
ings (*570) ’

Consolidated Earnings (*25, 32, 53, 71, 92, 109, 122,
254, 345, 430, 550, 553)

Consolidated Earnings and Earnings Retained for Use
in the Business (*426)

Consolidated Earnings and Earnings Reinvested in the
Business (*470)

Consolidated Earnings and Reinvested Earnings (*454)

Consolidated Earnings and Retained Earnings (*218,
335, 348, 416)
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Consolidated Earnings and Summary of Earnings Re-
tained in Business (*153)

Consolidated Earnings Statement (*310)

Consolidated Net FEarnings and Retained Earnings
(*309)

Consolidated Statement of Current and Retained Earn-
ings (*246)

Consolidated Statement(s) of Earnings (*16, 21, 22,
28, 35, 42, 44, 60, 110, 117, 125, 126, 150, 155,
166, 184, 191, 252, 312, 317, 333, 344, 352, 388,
397, 420, 434, 437, 449, 456, 469, 471, 496, 516,
522, 526, 547, 581)

Consolidated Statement of Earnings and Earnings In-
vested in the Business (*455)

Consolidated Statement of Earnings and Earnings Re-
invested in the Business (*503)

Consolidated Statement of Earnings and Earnings Re-
tained in the Business (*247, 555)

Consolidated Statement of Earnings and Reinvested
Earnings (*219)

Consolidated Statement(s) of Earnings and Retained
Earnings (*41, 72, 307, 530)

Consolidated Statement of Earnings and Surplus (*115)

Consolidated Statement of Net Earnings (*37, 135,
163, 235, 419, 511)

Consolidated Statements of Earnings and Retained
Earnings (Deficit) (*210)

Consolidated Statements of Earnings and Retained In-
come (*197)

Consolidated Statements of Earnings and Significant
Data (*178)

Current Earnings (*70)

Earnings (*79, 148, 373, 382, 445, 504)

Earnings and Earnings Reinvested (*316)

Earnings and Reinvested Earnings (*349)

Earnings and Retained Earnings (*114)

Net Earnings (*360)

Statement(s) of Consolidated Earnings (*1, 3, 24, 61,
69, 82, 131, 147, 160, 187, 201, 217, 220, 301,
329, 334, 387, 389, 400, 405, 408, 415, 474, 520,
596, 597)

Statement of Consolidated Earnings and Accumulated
Earnings (*49, 221)

Statement of Consolidated Earnings and Earned Sur-
plus (*10)

Statement of Consolidated Earnings and Earnings Re-
tained (*4)

Statement of Consolidated Earnings and Earnings Re-
tained for Use in the Business (*507, 575)

Statement of Consolidated Earnings and FEarnings Re-
tained in the Business (*13)

Statement(s) of Consolidated Earnings and Retained
Earnings (*162, 288, 340, 371, 385, 431, 433, 436,
451)

Statement of Consolidated Earnings and Unappropriated
Retained Earnings (*558)

Statement of Consolidated Net Earnings (*111)

Statement of Earnings (*63, 67, 101, 195, 205, 227,
231, 295, 322, 325, 357, 424, 468, 562, 564)

Statement of Earnings and Earnings Invested in the
Business (*87)

Statement of Earnings and Earnings Retained (*80)

*Refer to Company Appendix Section.

Statement of Earnings and Earnings Retained in the
Business (*29, 85, 483, 506)

Statement of Earnings and Retained Earnings (*15,
158, 313, 465)

Statement of Earnings (Consolidated) (*112)

Statement of Earnings (Loss) (*489)

Statement of Net Earnings (*97, 212, 236, 324, 338)

Statement of Net Earnings and Retained Earnings
(*369)

Statement of Consolidated Earnings and Reinvested
Earnings (*57)

Summary of Consolidated Earnings (*441, 479)

PROFIT AND LOSS—(5 Companies):
Consolidated Statement of Profit and Loss (*143, 243)
Consolidated Statements of Profit and Loss and Earned
Surplus (*286)
Statement of Consolidated Profit and Loss (*527)
Statements of Profit and Loss and Earned Surplus (*406)

OPERATIONS—(24 Companies) :

Comparative Statement of Operations (*199)

Consolidated Operations and Reinvested Earnings
(*482)

Consolidated Results of Operations (*124, 141, 168)

Consolidated Results of Operations and Summary of
Net Income Employed in the Business (*50)

Consolidated Statement of Operations (*11, 36, 188,
256, 265, 593)

Consolidated Statement of Operations and Earnings Re-
invested in Business (*129)

Consolidated Statements of Operations and Retained
Earnings (*64, 346)

Results of Operations (*248, 391)

Statement of Consolidated Operations and Retained
Earnings (*62) .

Statement(s) of Operations (*26, 266, 328, 383, 574)

Statement of Operations and Retained Earnings (*290)

VARIOUS OTHER—(4 Companies):
Comparative Consolidated Profit Statement (*259)
Comparative Statement of Income and Expense (*440)
Consolidated Statement of Loss and Special Charge
(*571)
Consolidated Statements of Income and Expenses (*185)

FORM OF THE INCOME STATEMENT

In the published annual reports of the 600 survey
companies, 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 conventional 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 present-
ed a variation in the form of each of the above-described
types of income statements, in that they contained a
separate last section in which there were set forth tax
items or various other special items, or both, One com-~
pany, (*111), included dividends from a subsidiary in
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TABLE 6: INCOME STATEMENT FORM

I: Form of Statement* 1965 1964 1960 1955 1950 1946
A: Multiplestep form . ....... ... .. i 182 189 210 258 302 263
Multiple-step form with a separate last section presenting:
B: Nonrecurring tax items .............. . ciiiviiiniann 3 9 8 24 41 63
C: Nonrecurring tax and nontax items .................... 19 18 20 23 11 57
D: Nonrecurring nontax itemsf ......................... 35 _30 28 25 31 85
Total ... e it e e 239 246 266 330 385 468
E: Single-step form ............. ...ttt 286 286 276 218 177 76
Single-step form with a separate last section presenting:
F: Nonrecurring taxitems ................0oivveerennnn. 1 12 13 22 13 13
G: Nonrecurring tax and nontax items ................... 27 25 26 9 7 20
H: Nonrecurring nontax itemst ......................... 47 31 18 19 15 _16
Total . ... ... e 361 354 333 268 212 125
No income statement presented ................... . coccunoenn. - = 1 2 3 17
Total ... ... 600 600 600 600 600 600
I: Current Year—Federal income tax estimate:*
A: Listed among operating items ............... ... 000l 154 157 155 141 159 100
B: Presented in separate last section .......................... 408 398 414 437 423 450
Total ... e 562 555 569 578 582 550
Negative provision presented:
C: Listed among operating items ........................ 3 N/C N/C N/C N/C N/C
D: Presented in separate last section ..................... 8 N/C N/C N/C N/C N/C
E: Current estimate not required ............................ 27 45 30 20 15 43
No income statement presented ........................... - = 1 2 3 1
Total ... ... 600 600 600 600 600 600

LnCIudes minority interest and/or earnings of subsidiaries or equities in such net earnmgs.

/C—Not Compiled.

*Refer to Company Appendlx Section—I: Income Statement Form—A:

50, 53, 55, 58,
149,151,152, 154

12, 14, 20, 21, 26, 27, 32, 33, 34, 35, 46, 47 48 149,

230
307

3,

66, 12, 71, 83, 85, 86, 89, 92, 99, 102, 105, 108, 111, 115 118, 120, 123 126 "128, 134, 142, 143, 144,
185, 157,160, 161, 166, 167, 171, 172, 173, 178, 182, 197, 198, 200, 205, 207, 213,
237, 243, 245, 247, 250, 252, 257, 258, 260, 264, 266, 267, 269, 210, 273, 274, 282, 286, 290, 293, 296, 297, 298, 302, 303, 305,

220, 227, 223 228, 229

309 316, 321, 325 328 330, 332 333, 334 337, 338, 342, 352, 353, 354 366, 367, 368 371, 378, 37§ 380, 381, 383, 386, 392, 394,
396, 397, 398, 402, 403, 413, 421, 422, 423, 428, 434, 438, 439 "440, 443, '447, 452,453, 458,450, 466, 474, 471, 485, 489, 491, 499,
04 513 520, 521 523, 524, 525 537, 540, 541, 542 545, 548, 554, 55’6 558, 560, 562 563, 573, 574, 576, 579 582, 586, 597; B:

132 283’ 387;
98 114 i19
591 ; E:

135 153 156 158, 163, 170, 174, 180, 206, 210, 218, 226, ‘227,
gél 5‘;56 469, 470, 476, 483, 508 534 552 561 567, 568, Ii:
6 !

S, 200 202 204, 2b6 211 22 227 234 244,

. 581, 584, 587, 589, 592, 594; B:
; D: 17, 179, 199
290, 346, 392,

mpames not
528, 561, 565 582 583,

44 43, 107 130, 181 190, 199, 214, 216, '233, 285, 301, ’336, 351, 416, 478, 479, 519, 533;
138 177 184 192 196 211, 215, 232 244 275, 279, 284, 287, 289 300 327, 388, 414 497 510, 526 527 571, 572
All 600 companies not spec:ﬁcall listed above or below under other captlons,
131 141 159, 179, 186, 217, 240, 265, 331, 339, 345, 349, 406, 480, 528, 544, 565, 580, 596

96:§) fs 71 78, 80, 82, 87 90, 91 97, 100 109 111, 117, 121, 124, 125, 127, 135, 136 159 164 165’ 168
308, 312, 314, 317, 318, 320, 322 324 329 ’335, 339, 340, 341 343 348, 349, 354, 356, 361, 363, 364, 365, 369, 373,
390, 391 400 401, 405 409 41§ 415, 424 430, 432 435 442, 443,
502, 505, 515, 516, 517, 518, 52‘211529 ’531, 532 '534, " 535, 538 ’539, 544, 546, 547, 552, 553, 555, 559, 566, 569, 570

600_co H
6, 5172405 300, 301, 519, 590; E: 41, 62, 75, 93, 123, 148, 158, 177, 180, 192, 210, 215, 216, 236, 242, 250

D: ‘31, 39, 73, 88, 93,

'ﬂ.

:"113; G:' 17, 24, 25, 54, 60, 70, 78, 81,
H: 15 16 62 67 69 75 116 124
246, 251 254 277 291 294 311 315 382 391 424 429 433 436
Federal income tax estimate—A: 4, 7 1 29, 30 421720, 1%'
246 248 2495 251 253 256 26i 263 268 271 272 276' 271, g

446, 449 462 463 468 475 480 486 490 492,

specnﬁcally listed above or below under other capuons, [o

a separate last section of the income statement, as op-
posed to the usual praciice of including such dividends
among the income items.

Table 6 also indicates the section of the income
statement in which the estimate for the current Federal
income tax is presented. Examples of such presentations
may be found in Section 3 following Table 8.

As may be noted from Table 6 the use of the single-
step form of income statement predominates in the
1965 annual reports of the 600 companies surveyed.
This is the result of a long-established trend in which
the use of the multiple-step form has steadily declined.

Changes During 1965

The survey, this year, reveals a net increase of seven
companies using the single-step form of the income
statement. Sixteen companies adopted the single-step
form (*52, 79, 101, 235, 241, 246, 280, 350, 408,
424, 429, 448, 523, 567, 583, 595) and eight com-
panies changed to the multi-step form (*34, 111, 128,
177, 283, 297, 303, 510).

*Refer to Company Appendix Section,
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The addition of new companies to the survey, to take
the place of those eliminated because of mergers, etc.,
resulted in an increase of one in the use of the multiple-
step form.

A presentation, which otherwise would be considered
single-step, has been so considered when nonconsoli-
dated subsidiary earnings are shown in a last separate
section.

TITLE OF THE BALANCE SHEET

The term “balance sheet” to describe the statement
of assets, liabilities, and stockholders’ equity was used
by 470 of the 600 survey companies, as indicated in
Table 7. The use of the titles “financial position” and
“financial condition,” while increasing from 99 compa-
nies in 1950 to 125 companies in 1965, has lost some
ground during the last five years.

Examples

The terms “balance sheet,” “financial position,”
“financial condition,” and other terms as disclosed in
Table 7 represent key words in the balance sheet title.
They are frequently supplemented with additional de-
scriptive words and phrases to form the full title. Listed
below are various examples of complete balance sheet
titles taken from the 1965 reports of the 600 survey
companies.

Balance Sheet—(Customary form: 470 Companies)

Balance Sheet (*17, 29, 67, 80, 94, 97, 103, 113, 127,
134, 158, 167, 170, 212, 216, 225, 227, 231, 240,
257, 269, 291, 299, 303, 306, 322, 324, 325, 328,
356, 357, 360, 365, 377, 407, 412, 413, 414, 424,
487, 506, 521, 540, 561, 564, 574)

Balance Sheets (*19, 79, 105, 151, 175, 234, 236, 290,
338, 368, 378, 396, 406, 453, 460, 489, 508)

Balance Sheet (Consolidated) (*112, 446)

Comparative Balance Sheet (*139, 349, 440)

Comparative Consolidated Balance Sheet(s) (*39, 259,
379, 510, 524, 568)

Consolidated Balance Sheet(s) (*All 600 companies not
specifically listed above or below under other cap-
tions)

Consolidated Comparative Balance Sheets (*367)

Financial Position—(Customary form: 41 Companies)

Comparative Statement of Financial Position (*199,
570)

Consolidated Financial Position (*25, 71, 104, 335,
454)

Consolidated Statement(s) of Financial Position (*35,
129, 246, 256, 265, 272, 337, 402, 517, 525, 531,
559)

Financial Position (*373, 391, 468, 498)

Statement(s) of Consolidated Financial Position (*4,
78, 109, 194, 288, 381, 411, 436)

Statement of Financial Position (*16, 26, 85, 169, 198,
206, 262, 266, 280, 472)

TABLE 7: BALANCE SHEET TITLE
Terminology Applied 1965 1960 1950 1946

Balance Sheet, used with:

Customary form ........... 470 456 492 578
Financial Position, used with:
Customary form ........... 41 43 13 3
Financial position form ..... 53 60 52 9
94 103 65 12
Financial Condition, used with:
Customary form ........... 20 23 15 1
Financial position form ..... 11 12 19 5
31 35 34 6
Other Captions: :
Customary form ........... 2 5 2
- Financial position form ..... 4 2

4
3 _2_4
600 600 600 60

(=]

Total ...............

ll
lI

Financial Position—(Financial position form: 53 Compa-
nies)

Consolidated Financial Position (*124, 141, 176, 182,
276, 309, 553)

Consolidated Statement(s) of Financial Position (*9,
50, 57, 60, 75, 117, 163, 168, 208, 209, 247, 304,
318, 327, 361, 437, 471, 503, 513, 533, 536, 557,
569)

Financial Position (*76, 148, 248, 390, 475, 585)

Statement of Consolidated Financial Position (*142,
237, 314, 415, 431, 575, 596)

Statement of Financial Position (*183, 223, 295, 298,
313, 383, 465, 476, 585)

Statement of Financial Position and Stockholders’ Equity
(*15)

Financial Condition—(Customary form: 20 Companies)
Consolidated Statement(s) of Financial Condition (*64,
72, 178, 285, 352, 530)
Statement(s) of Consolidated Financial Condition (*53,
59, 92, 189, 278, 371, 451)
Statement of Financial Condition (*87, 123, 138, 308,
362, 369, 492)

Financial Condition—(Financial position form: 11 Com-
panies)
Consolidated Statement of Financial Condition (*73,
204, 355, 511, 539, 593, 595)
Statement of Consolidated Financial Condition (*222)
Statement of Financial Condition (*30, 205, 562)

Other Captions—(Customary form: 2 Companies)
Statement of Assets and Liabilities (*101)
Statement of Consolidated Assets and Liabilities (*410)

Other Captions—(Financial position form: 3 Companies)
Assets, Liabilities, and Stockholders’ Equity (*187)
Financial Statement (*445)

Investment (*316)

*Refer to Company Appendix Section.
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FORM OF THE BALANCE SHEET

The balance sheets presented by the 600 survey com-
panies in their annual reports are of two general forms,
with certain variations within each form. The two
forms are the “customary” form and the “financial
position” form. The customary form usually shows the
assets on the left-hand side of the statement, with lia-
bilities 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 stock-
holders’ equity. In either variation, the total of the as-
sets equals the total of the liabilities plus the total of
the stockholders’ equity (Table 8, Form A). In three
instances in the 1965 reports, the customary form of
balance sheet is varied to show total assets less total
liabilities equaling stockholders’ equity (Table 8, Form
B). In the 1965 reports, 533 of the survey companies
presented the customary form of the balance sheet.

The remaining 67 survey companies presented a
financial position form of balance sheet. In this form of
balance sheet, net assets are shown equal to stockhold-
ers’ equity (Table 8, Form C), or in other variations
of the financial position form of presentation as shown
in Table 8, Forms D, E, F, and G.

Changes During 1965

There was a net increase of four in the number of
companies presenting the customary form of balance
sheet in the 1965 annual reports of the 600 survey
companies, as will be noted in Table 8. Eight companies
(*35, 49, 78, 79, 400, 522, 528, 556) changed to
the customary form. Three companies (*76, 513, 575)
changed to the financial position form, while one new
company, replacing a company that had used the cus-
tomary form, also used the financial position form. The
customary form predominates by a wide margin and
has remained fairly constant since 1950 except possibly
for adjustments arising from eliminations and substitu-
tions due to mergers, etc. Other changes which have oc-
curred were for the most part limited to variations in
presentation of the financial position form.

POSITION OF BALANCE SHEET IN FINANCIAL STATEMENTS

The financial reports of 354 of the 600 companies
included in the survey for 1965 presented the balance
sheet before the income statement. The remaining 246
companies presented the income statement first.

*Refer to Company Appendix Section.

TABLE 8: BALANCE SHEET FORM

Customary Form* 1965 1964 1960 1955 1950 1946
A: Assets equal liabilities plus stockholders’ equity .............. 530 525 521 517 523 584
B: Assets less liabilities equal stockholders’ equity .............. 3 4 5 5 3 —
o ) 533 529 526 522 526 584
Financial Position Form*
C: Current assets less current liabilities, plus other assets less other
liabilities, less long-term indebtedness, equal stockholders’ equity 53 54 47 51 32 7
D: Current assets less current liabilities, plus other assets less other
liabilities, equal long-term indebtedness plus stockholders’ equity 3 6 7 8 6 —
E: Current assets less current liabilities, plus other assets less other
liabilities, equal stockholders’ equity (long-term indebtedness
NOLSROWN) . ... . it it ittt it 8 10 20 19 36 9
Current assets less current liabilities less long-term indebtedness,
plus other assets, equal stockholders’ equity ................ —_ 1 — —_ —_ _
F: Current assets less current liabilities, plus other assets (or total
assets less current liabilities), equal long-term indebtedness plus
deferred credits plus stockholders’ equity .................. 2 —_ — _— — —_
G: Current assets less current liabilities less long-term indebtedness
plus other assets less other liabilities, equal stockholders’ equity _1 — —_ — —_— _—
Total . ... e 67 71 74 78 74 16
Total ... e e e 600 600 600 600 600 600

Il

*Refer 10 Company Appendix Section—A: All 600 companies not specifically listed below under other captions; B:

35, 335 517;

:15

57, 73, 75, 76, 117, 124, 141, 142, 148, 163, 168, 176, 182, 183, 187, 204, 208, 209, 222, 237, 247, 248, 276, 298, 304 303 313 glg
223, 53

316, 318, 327, 355, 383, 390, "415," 431, 437, 465, ‘471, ‘475, '503, '513, 533, 539, 553, 557 562 569 575, 588, 593, 595

E: 30, 50 205 295 445 511 585 596 F: 60 361 G: 476,
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TABLE 9: STOCKHOLDERS' EQUITY SECTION

Balance Sheet Title* 1965 1964 1961 1955 1951

A: Capital stock and surplus . ......... .. ... ... . i 143
B: Capital (Common) stock and earned surplus . ...
C: Capital stock and retained earnings ..............................
Capital stock and accumulated earnings ................ ... 0.
Capital stock and accumulated (earnings, income) (retained, mvwsted)
Capital stock and (earnings, retained profits) (invested, reinvested) .
Capital shares and surplus ......... ... ... ... i
Capital and earnings invested
Capital and surplus . ........ ... . i
Capital and retained earnings
Capital and retained income
Equity capital ............. . .. it i
Capital and (accumulated earnings, profit retained and employed) ... ...
Capital . ... .. .. i i i i i e
Capitalization . ........... ... . . i i
Capital (accounts, invested, investment, structure)

Common stock or Common Stockholders’ Equity

Derived from . ...... ... .. e e
Investment represented by
Investors’ equities
Net Worth . . ... e e
Owners’ investment
OWNEIShIP . ... e e
Ownership evidenced by
Ownership (equities, interest, etc.)
Ownership of net assets .. .......... ... ittt

Provided DY .. ... oot e e e

Represented BY .. .. ... .ot
Represented by stockholders’ or shareholders’ equity
Represented by stockholders’ interest .................. ... .. ...

Sources from which capital was obtained ................ ... .. .. ...
Sources from which net assets were obtained .......................
Source of stockholders’ equity

Stockholders” equity . . .. ... .o i et e
Stockholders’ equity evidenced by
Stockholders’ investment
Stockholders’ ownership
Stockholders’ interest
Stockholders’ capital

Shareholders’ equity . ............iiini i e
Shareholders’ investment
Shareholders’ ownership
Shareholders’ interest

Shareowners’ equUity . ............. ...t
Shareowners’ investment
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*Refer to Company Appendix Section—A: 10, 14, 39, 40, 47, 89, 99, 105 110 119, 137 143 149, 154 156 157, 167, 173, 177, 200,
216 243, 255, 259, 284, 286, 292, 302, 319 321,7343, 406, 410, 421 458, 42 493, 496, 560, 579; B: 186, 358, 432; C:
f39 152, 179, 271, 273, 452, 486, 592; D: 382; E: 546} F: G 523 449 4 68, 4 600; H: 336; I: 308; J: 596;

26, 42, 83, 93, 104, 113, 159, 181, 192, 203, 229, 234, 242, 249 264, 265 270 279 283 307, 326 333, 337, 392, 396, 489, 497,
499 510, 521, 563, 568, 583, 583; L: 52, 178; M: 355, 536, 557; N: 124, 138; O: 569; 'P: 272; Q: 205, 445; R: 73, 163,
209 316, 390, 476 595, §: 176 182 539; T: 247 : 50, 117 v: 30 575; W: All 600 compames ‘not specnﬁcally listed above or below
under other captions; X: 503; Y: 7, 32 37, 97, 101 121, 131,201, 236, 268, 285, 288, 291, 295, 333, 339, 360, 365, 377 378, 415, 419,
427, 430, 464, 502, 506, 562, 580 Z+ 195, 296, 470, 518, 588: a: 11, 18, 24, 28, 35, 38, 41, 43, 55, 57, 59, 62, 61, 12, 15, 6.
71, 80, 85, 107, 112, 114, 118, 126, 130, 140, 142, 146, 148, 150, 151, 153, 158, 160, 165, 168, 169, 170, 172, 174 183, 190, 191,
203, 204, 306, 210, 211, 219, 223, 326, 239, 253, 260, 262, 215, 276, 278, 280, 281, 282, 289, 293, 303, 306, 309, 310, 318, 320, 338,
341 348, 354, 356, 361, 367, 369, 371, 375, 376, 380, 384, 385, 386, 389, 400, 407, 411, 412," 416, 420, 425, 429, 436, 442, 444, 453,
458, 455, 456, 461, 473, 473, 484, 487, 490, 494, 495, 498, 501, 505, 511, 517, 520, 528, 530, 532, 533, 535, 540, 541, 544, 549,
64, 571, 572, 574, 571, 586, 591, 594,597, 598, 599; b: 1, 45, 49, O1, 95, 111, 132, 135, 141, 217, 225, 235, 261, 324, 329, 350, 352,
387, 401, 422, 426, 482, 492, 525, 543: c: 237, 466, 516; d 480, 589; e: 16, 87, 189, 197, 222, 245, 256, 303, 349, 357, 362, 370, 379,
381, 431, 509, 524, 553, 581; f: 69, 115, 529; g! 23, 98, 246, 263, 459, 471, 548.
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TITLE OF THE "STOCKHOLDERS' EQUITY" SECTION

Table 9 summarizes the diversity of titles used by
the 600 survey companies in describing the stockhold-
ers’ equity section of the balance sheet in their pub-
lished annual reports. The number of companies using
the term “shareholders’ equity” or a title incorporating
that term continued to increase in the current year. Ta-
ble 9 discloses a continued tendency to use less fre-
quently the terms “capital” and “capital stock and
surplus” or a title incorporating such terms. These
terms, however, are still used by more than one sixth,
or 101 of the survey companies, but the number has
been decreasing each year.

"CAPITAL SURPLUS" CAPTION IN THE BALANCE SHEET

Accounting Terminology Bulletin Number 1, Review
and Résumé, issued by the committee on terminology
of the American Institute of Certified Public Account-
ants as a part of Accounting Research and Terminology
Bulletins, Final Edition, 1961, reaffirms the recommen-
dation made by the committee in 1949 that the use of
the term “surplus” be discontinued in the balance sheet
presentation of stockholders’ equity. This recommenda-
tion is applicable not only to the term “surplus” stand-
ing alone, but also in such combinations as “capital
surplus,” “paid-in surplus,” “earned surplus,” and “ap-
praisal surplus.”

As shown in Table 10, in 1965 only 203 of the sur-
vey companies used the term “surplus” in their balance
sheet captions, as compared with 375 in 1948, It will
also be observed from this table that, of the survey
companies displaying some form of capital surplus,
nearly 60 per cent have now replaced the term “sur-
plus” in the balance sheet designation of the various
terms formerly used in the presentation of capital
surplus.

No attempt has been made in this study of captions
replacing “surplus” to distinguish between legal capital
and items representing accumulated profits and losses.

Examples

The various phrases used to describe “capital sur-
plus” in the 1965 balance sheets of the survey compa-
nies are listed below.

Captions Retaining "Surplus"—{203 Companies)
“Source Indicated

Capital surplus—amounts in excess of par value of capi-
tal stock (*578)

Capital surplus (arising from capital stock transactions)
(*89)

Capital surplus (arising from sale of treasury stock un-
der the incentive stock option plan (*20)

Capital surplus (excess of consideration received for
common stock over the stated value of $xxx per
share) (*406)

Capital surplus (excess of proceeds over par value of
common stock or cost of treasury stock issued upon
exercise of stock options) (*35)

Capital surplus from sale of treasury stock (*539)
Capital surplus—oprincipally amount paid the corpora-
tion for capital stock in excess of par value (*3587)
Capital surplus (sale of stock through rights) (*155)

‘Excess over par value—capital surplus (*73)

Source Not Indicated

Capital and paid-in surplus (*60)

Capital (paid-in) surplus (*17)

Capital surplus (*6, 10, 15, 27, 28, 29, 31, 33, 38, 40,
43, 47, 56, 58, 61, 63, 65, 72, 75, 76, 78, 82, 83,
86, 87, 88, 98, 100, 102, 110, 112, 118, 119, 132,
136, 137, 142, 143, 144, 150, 151, 156, 157, 164,
167, 170, 173, 176, 177, 178, 180, 181, 191, 192,
195, 198, 202, 203, 204, 207, 211, 213, 214, 216,
240, 243, 245, 249, 250, 263, 267, 281, 282, 284,
288, 297, 298, 299, 300, 301, 302, 305, 310, 314,
321, 326, 333, 368, 379, 383, 393, 395, 396, 400,
407, 418, 427, 428, 433, 434, 440, 443, 444, 447,
448, 450, 454, 459, 463, 473, 474, 480, 481, 494,
496, 497, 505, 508, 510, 513, 515, 519, 523, 528,
533, 534, 537, 541, 548, 549, 556, 559, 560, 561,
567, 575, 579, 583, 584)

Capital surplus, as annexed (*264)

Capital surplus (no change during either year) (*349)

Capital surplus (no change during the year) (*99)

Capital surplus paid-in (*293)

Capital surplus (principally paid-in) (*149, 479)

Initial surplus (*14)

Paid-in and capital surplus (*242)

Paid-in and other capital surplus (*292, 489)

Paid-in surplus (*93, 95, 115, 134, 145, 162, 174, 200,
210, 222, 224, 228, 239, 255, 265, 274, 279, 285,
287, 328, 336, 347, 350, 351, 355, 356, 381, 386,
398, 401, 402, 412, 421, 422, 438, 462, 471, 488,
550, 563, 589)

Paid-in surplus (increase resulted from sale of shares of
capital stock to option holders) (*409)

Paid-in surplus (no change during the year) (*259)

Captions Replacing "Surplus”—{289 Companies)
Source Indicated

Additional capital arising from exercise of employee
stock options (*85)

Additional capital (in excess of par value of common
shares) (*530)

Additional retained earnings transferred to capital
(*205)

Amount in excess of common stock stated value (*492)

Amount in excess of par value (*452, 517)

*Refer to Company Appendix Section.
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TABLE 10: CAPITAL SURPLUS CAPTION

Balance Sheet Captions 1965 1964 1960 1955 1950 1948
Including term “surplus”—
Capital surplus (Note A) ....... .. ity 151 161 178 198 224 257
Paid-in surplus . ... ... e 43 43 Sg 5% 7% 9121
Capital surplus—paid-in ........... ... ... ... . . i i 8 7
Surplus (classified) (Note B) .......... ... ..o .. 1 1 2 2 4 5
Surplus (unclassified) ............ ... .. .. ... il — 1 2 10 15 17
Surplus reinvested (unclassified) ........................o.n. — — — 1 — —
Total retaining term “surplus” ........................ 203 213 243 272 319 375
Total replacing term “surplus™** ... ................... 289 277 252 201 126 70
Total presenting aCCOUNS . ... .............ovuurmnnneneenneens 492 490 495 473 445 445
Not presenting acCoUNtS .. ..............vverreeaenneaennennns 108 110 105 127 155 155
Total ..o 600 600 600 600 600 _620_
Percentage of Companies
Retaining term “surplus” ........... ... ... .. oL iiiii 31 44 49 58 71 84
Replacing term “surplus” .. ......... .. .. ... i i 59 56 51 42 29 16
100% 100% 100% 100% 100% 100%
Note A—Includes one report which shows “Capital Surplus” and “Paid-in
Surplus” with separate dollar amounts for each (*216)
Note B—Includes the use of “Initial Surplus” (*14)
*Refer to Company Appendix Section.
**The various balance sheet captions, which replaced the term “Surplus” used the following types of terminology:
1965 1960 1955 1965 1960 1955
Additional paid-in capital .................. 86 72 48 Earnings (segregated, transferred, allocated,
Additional capital ............... ... 21 14 7 capitalized) .................. ..ol — 1 3
%z:gital p%iq-in or, Plaid-in capital .......... ‘g 5S 5; Excess of Eroceeds recelilved grom sale of treas- 1 .
er paid-in capital ...................... ury stock over cost thereof ............... -—
83:01' Capitt?tl, ied eamiad 2(1) lg 1‘11 R:-,i;a‘ined earning.\l;) tr:(lilsferre;ll to capital ...... i — 1
er contributed capital .................. Additional contribut e —_ =
ComtaL i excs of pa oraed vl 11 nig 93 63 Coptal Coniued ad gy ciGsied
Investment in excess of (par, st.a'téc'l}' Vail‘lé. . —_— 3 6 c;,’;f:fs ,:sfuﬁtigf?r‘é;}ufss?m cgfmg.gﬁaﬁ ‘:t:ockby o
Capital (contributed, received) in excess of a consolidated subsidiary 1 _ —
par, stated, par or stated) values ........ 1 8 1 Consideration received in excess of par value . 1 —_ —
gapital p aid-_i(le in exqgsg of par \_ralufi “realized. 12 13 u Contributed capital ....................... 1 - -
',’-‘&‘;‘i“feéfa‘in"‘;;cﬂ’;‘s -g} %;a?s:sxgc:e&,r;a;zeof Credits in excess of par or stated value of
stated VAIUES) . ..........ooeoreneriinei.. 7 9 8 shares issued ... 1 — —_
Excess of (amounts received, amounts contrib- lfaxd by sharye(_)wners LR LR SRR, 1 — —_
uted, amounts paid-in, capital paid-in, net pro- Shareholders’ investment in excess of par value 2 — —
ceeds) over (par, stated) values ......... .- 2 2 1 Miscellaneous ...........vveviennienneennns _1 1 1
Ched, and merger v Premium on stock i Total .oooiiiii 20 22 201

Amount paid in excess of par value (*337)
Amount paid-in in excess of par value of stock—net
(*169)

Capital in excess of par value(s) (*5, 25, 30, 50, 52,
53, 74, 80, 101, 114, 123, 128, 139, 141, 146, 148,
158, 165, 168, 171, 183, 184, 187, 197, 206, 241,

Amount paid-in in excess of par value of stock issued 257, 273, 276, 280, 303, 309, 315, 318, 330, 331,
(*49) 339, 342, 359, 378, 384, 388, 389, 392, 413, 414,

Amounts contributed in excess of par value (*122) 416, 429, 436, 439, 455, 460, 465, 466, 487, 495,

Amounts in excess of par value received for stock 503, 507, 509, 514, 516, 518, 521, 524, 525, 551,
(*246) 574, 580, 591)

Amounts paid in excess of par value of capital stock
(*270)

Capital contributed and earnings capitalized in excess of
stated value of common stock (*490)

Capital in addition to par or stated value of shares
(*512)

Capital in excess of par (*425)

Capital in excess of par or stated values (*529)

Capital in excess of par value of capital stock (*16,
140, 147, 230, 296, 399, 544, 576)

Capital in excess of par value of common shares (*275)

Capital in excess of par value of common stock (*3,
13, 67, 92, 113, 208, 225, 231, 251, 290, 415, 435,
520)

*Refer to Company Appendix Section.
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Capital in excess of par value of shares (*179, 219,
223, 262, 2717, 404, 547, 557)

Capital in excess of par value of shares outstanding
(*469)

Capital in excess of par value of stock (*68, 106, 232,
532, 577)

Capital in excess of par value (principally arising from
stock dividends) (*55)

Capital in excess of stated amount (*103, 311)

Capital in excess of stated value (*48, 308)

Capital paid-in for common stock in excess of par value
(*26, 182)

Capital paid-in for shares in excess of par value (*127)

Capital paid-in, in excess of par value (*431, 498)

Capital paid-in in excess of par value of common stock
(*59)

Capital paid-in in excess of par value of shares issued
(*266, 446, 457)

Capital paid-in in excess of stated value (*289)

Capital received in excess of par value (*564)

Capital resulting from issue of capital stock by a con-
solidated subsidiary (*586)

Consideration received in excess of par value (*7)

Credits in excess of par or stated value of shares issued
(*553)

Excess of amount paid in over par value of common
stock (*234)

Excess of net proceeds from capital stocks issued over
par values (*46)

Excess of shareholders’ investment over par value of
common stock (*237)

Other capital contributed upon issuance of shares (*484)

Other capital in excess of par value of shares (*¥21)

Other capital—primarily retained income capitalized as
stock dividends (*278)

Other capital, principally excess of net assets of subsidi-
aries at dates of acquisition over cost of investments
(*327)

Other capital—representing principally excess of amount
of stock dividends over par value of capital stock
(*478)

Other capital (transferred from retained earnings in
connection with stock dividends) (*121)

Other paid-in capital (principally on common stock)
(*372)

Paid by shareowners (*445)

Paid-in capital in excess of par value (*538)

Paid-in capital in excess of par values of capital stocks
(*340)

Proceeds in excess of par value received for stock sold
or from appropriations from earnings for stock divi-
dends (*64)

Shareholders’ investment in excess of par value (*160)

Source Not Indicated

Additional capital (*18, 109, 116, 120, 129, 163, 226,
238, 317, 325, 334, 345, 371, 420, 456, 476, 485,
527, 554)

Additional capital paid in (*194, 221, 453, 477)

Additional capital paid in by stockholders (*483)

Additional contributed capital (*504)

*Refer to Company Appendix Section.

Additional paid-in capital (*9, 36, 37, 41, 42, 54, 57,
66, 69, 70, 71, 84, 96, 111, 125, 131, 133, 135,
153, 166, 185, 188, 190, 199, 212, 215, 217, 218,
220, 235, 236, 252, 254, 256, 258, 260, 295, 313,
324, 329, 338, 341, 343, 344, 346, 348, 352, 353,
357, 360, 361, 362, 366, 373, 375, 385, 390, 405,
408, 411, 419, 426, 449, 451, 472, 499, 506, 511,
526, 540, 545, 562, 565, 572, 590, 593, 595, 597,
598, 600)

Contributed capital (increase represents excess of par
value of preferred stock retired over cost thereof)
(*376)

Other capital (*94, 138, 159, 175, 196, 201, 233, 253,
272, 294, 323, 417, 442, 461, 536, 543)

Other capital paid in (*571)

Other paid-in capital (*11, 291, 500, 568)

Paid-in capital (*77, 107, 261, 320, 387, 397, 542)

SOURCE OF CAPITAL SURPLUS

The committee on terminology previously referred to
(Accounting Terminology Bulletin Number 1, Review
and Résumé) also stated that in adopting new termi-
nology, when replacing the term “surplus,” considera-
tion 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
balance sheet caption by the survey companies as to
the source of capital surplus.

TABLE 11: SOURCE OF CAPITAL SURPLUS
Source Set Forth in Caption 1965 1960 1955

Excess (received, paid-in, contributed)

over par value .................. 146 179 100
Excess (received) over par or stated
value ....... .. i i 8 8§ 11
Excess received over stated value (stated
amounts, value shown) ........... 3 6 10
Earnings capitalized ................ 2 3 7
Revision in capital structure ......... — - 3
Retirement of capital stock .......... — 1 2
Capital stock transactions ........... 1 — —
Conversion of preferred stock ........ — 1 3
Sale of treasury stock .............. 2 1 4
Revaluation of capital assets ......... — 1 1
Subsidiary acquisition or merger . ..... —_ — 7
Excess of net assets of subsidiaries at
dates of acquisition over cost of in-
vestments ...................... 1 — —
Issue of capital stock by a consolidated
subsidiary ...................... 1 — —
Miscellaneous ..................... = 2 2
Total .................... 164 202 150

|
|

Number of Companies

202 150
293 323

127
600 60

Referring to source of capital surplus . .
Not referring to source of capital surplus
Not referring to capital or unclassified

surplus . ...l

2 8%
et

Io

W
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TABLE 12: TERMS REPLACING "'EARNED SURPLUS'

Earned Surplus Replaced:
With “source” words—

Combined with “status” words—

Retained ........... ... . . .. iiiriiiiiinninnn
Accumulated .. ...... ... ... ... ... ... ... . ...
Reinvested
Employed
Invested

Undistributed
Undivided ........ ... .. ... .. i
Operations
Other . ... ... e

Earned Surplus Retained As:

Earned Surplus

Earned Surplus combined with—
Earnings retained ...............................
Earnings reinvested
Earnings employed
Earnings accumulated ...........................
Income retained ................ ... ... ...
Income reinvested
Accumulated ............. ... ... ... e
Deficit ..... ... e

Surplus***

Surplus, operating . ............ ... .. ... i,
Deficit .. ... ...

Number of Companies

Replacing “earned surplus” ........................
Retaining “earned surplus” .........................

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

1965 1964 1960 1955 1950 1948
*%446  **425 371 301 204 69
46 49 51 43 35 21
1 2 3 6 8 8
2 2 1 1 1 1
495 478 426 351 248 99
404 381 327 250 154 60
24 26 30 37 37 5
37 36 35 26 24 14
19 22 21 20 17 9
9 11 10 11 10 6
— — — 2 2 2
— — — 1 2 2
1 1 1 2 — —
1 1 2 2 2 1
495 478 426 351 248 99
95 110 162 213 — —
1 2 4 10
— — — 3
— — — 1
— — 1 1 335 481
1 1 2 5
— — — 1
— — — 1
5 4 — 2
— 1 2 10 17 20
J— — 1 1 J— —
3 4 2 1 = =
105 122 174 249 352 501
600 600 600 600 600 600
495 478 426 351 248 99
105 122 174 249 352 501
600 600 600 600 600 600

**Includes reports of 9 companies (*15, 35, 67, 159, 295, 298, 531, 544, 553), the retained earnings of which appear in the Stock-

holders’ Equity Statement,
***Surplus not classified.

“"RETAINED EARNINGS" CAPTION IN THE BALANCE SHEET

The committee on terminology of the American In-
stitute of Certified Public Accountants (Accounting
Terminology Bulletin Number 1, Review and Résumé)
recommended 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. In the case of a deficit, the
amount should be shown as a deduction from con-
tributed capital with appropriate description.

Table 12 reveals that in accord with the above rec-
ommendation there has been a steady decrease in the
use of the term “earned surplus” in describing the “re-
tained earnings” account in the balance sheets in the
published annual 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 1965 there were only 105 survey companies
that continued to use such terminology.

Table 12 also shows that the 495 survey companies
which by 1965 had replaced the term “earned surplus”
in their balance sheets had done so with other words
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such as “retained earnings,” “retained income,” “ac-
cumulated earnings,” “reinvested earnings,” “earnings
employed,” etc., which more clearly indicate source, as
recommended by the committee on terminology re-
ferred to above.

Table 13 shows the frequency of use of the various
combinations of words indicating the status and source
of retained earnings as set forth in the 1965 balance
sheets of the survey companies. This tabulation dis-
closes that the words “retained” and “earnings” have
been adopted most often to replace the term “earned
surplus.”

The terminology used in the 1965 annual reports of
the survey companies is set forth below.

Earnings—(446 Companies) :

Accumulated earnings (*49, 193, 221, 332, 402, 442,
490, 524, 535)

Accumulated earnings employed in the business (*225,
415)

Accumulated earnings in use in the business (*361)

Accumulated earnings reinvested in the business (*471)

Accumulated earnings retained (*67)

Accumulated earnings, retained and used in the business
(*437)

Accumulated earnings retained for use in the business
(*499, 596)

Accumulated earnings retained in the business (*360,
590)

*Refer to Company Appendix Section.

TABLE 13: RETAINED EARNINGS TERMINOLOGY IN 1965

“Status” Words:

Retained ........... ... ... .. . i,
Retained inthe business ............................
Retained—Employed in the business .................
Retained—Reinvested . .............................
Retained—Invested in the business ..................
Retained—For requirements in the business ...........
Retained—For use, or Used, in the business ...........
Retained exclusive of amounts capitalized ............
Retained—deficit ............... ... ... ... .. .....

Accumulated ... ......... ... . ... ...
Accumulated—Employed in the business . .............
Accumulated—Reinvested in the business .............
Accumulated—Retained
Accumulated—Retained and used in the business .......
Accumulated—Retained for use in the business ........
Accumulated—Retained in the business ..............
Accumulated—Used in the business ..................
Accumulated deficit ............ ... ... ... ... ... ...

Reinvested .......... ...t
Reinvested in the business . .........................
Reinvested and employed in business ................

Employed in the business ..........................
Invested in the business ... .........................
Used in the business ..............................
Operations

“Surplus” Words:
Earned Surplus ........... ... .. ... ... .. L

Earned Surplus used with:
Retained ............ .. ... .. . ...
Deficit ......... i

Surplus:
Deficit .....oovviii

“Source” Words

Earnings Income Profit Deficit Total
253 11 —_ —_ 264
48 8 —_ — 56
2 _ — — 2

2 — — —_ 2

4 1 — — 5

3 —_ — —_ 3
44 13 —_ — 57
10 —_ — — 10
5 —_ —_ —_ 5

9 — — — 9

2 — — —_ 2

1 — — — 1

3 — — — 3

1 — _ —_ 1

2 1 —_ _ 3

2 —_ — — 2

2 — — — 2
—_ — — 1 1
11 1 —_ —_ 12
19 5 — — 24

1 — — — 1

13 5 1 — 19
8 1 — — 9

1 — — — 1
— — — 1 1
446 46 1 2 95
— — — — 95
1 1 — — 2
— -_— — 5 5
Bl = il 3 _3
105

600
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Accumulated earnings used in the business (*127)

Accumulated retained earnings (*215, 445)

Balance of retained earnings used in the business (*205)

Earnings employed in the business (*1, 11, 28, 44, 60,
61, 108, 155, 227, 248, 435, 502, 531)

Earnings invested in the business (*87, 90, 291, 430,
455, 484, 533, 546)

Earnings reinvested (*23, 187, 316)

Earnings reinvested and employed in business (*517)

Earnings reinvested in business (*129, 295)

Earnings reinvested in business, exclusive of earnings
capitalized (*503)

Earnings reinvested in the business (*12, 24, 112, 199,
219, 265, 304, 349, 352, 382, 428, 460, 470, 521)
Earnings reinvested in the business at December 31,

1965 (*322)

Earnings reinvested in the business at end of year (*26)

Earnings retained (*16, 80, 168, 189, 414, 486)

Earnings retained and employed in the business (*464)

Earnings retained and invested in the business (*98,
516)

Earnings retained and reinvested in the business (*275)

Earnings retained and used in the business (*53, 92,
139, 592)

Earnings retained for requirements of (in) the business
(*4, 160, 468)

Earnings retained for use in business, exclusive of
amounts capitalized as a result of stock dividends
(*507)

Earnings retained for use in the business (*37, 66, 79,
117, 196, 206, 232, 235, 236, 266, 268, 269, 271,
303, 324, 348, 388, 391, 404, 419, 426, 469, 511,
513, 532, 547, 551, 556, 564, 575)

Earnings retained for use in the business (after transfers
to capital) (*441)

Earnings retained for use in the business, less amount
capitalized through stock dividends (*3)

Earnings retained in business (*254, 498)

Earnings retained in the business (*13, 20, 27, 29, 69,
85, 88, 110, 111, 153, 159, 178, 182, 223, 234, 247,
258, 272, 288, 296, 317, 328, 330, 339, 344, 351,
355, 376, 383, 389, 413, 420, 434, 449, 452, 483,
505, 506, 527, 529, 536, 555, 557, 597)

Earnings retained in the business (deficit) (*565)

Earnings retained since October 31, 1961 (*123)

Earnings used in the business (¥*103)

Net earnings retained for use in the business (*135)

Net earnings retained in business (*553)

Net earnings retained in the business (*548)

Reinvested earnings (*57, 131, 191, 238, 341, 387, 454,
482)

Retained earnings (after deducting transfers to capital
stock account) (*301)

Retained earnings after transfers to capital (*473)

Retained earnings, as annexed (*264)

Retained earnings (deficit) (*41, 210, 270, 528)

Retained earnings employed in the business (*338)

Retained earnings (excluding amounts transferred to
capital) (*201)

Retained earnings, excluding amounts transferred to
other capital (*121)

*Refer to Company Appendix Section.
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Retained earnings, . exclusive of amounts capitalized
(*520)

Retained earnings (*5, 6, 7, 8, 9, 15, 18, 19, 21, 22,
25, 31, 32, 34, 35, 36, 42, 46, 48, 52, 54, 55, 56,
58, 62, 63, 64, 71, 72, 73, 74, 76, 78, 81, 83, 84,
86, 91, 94, 96, 97, 100, 101, 106, 107, 109, 114,
116, 118, 120, 122, 125, 126, 128, 132, 133, 134,
136, 141, 146, 147, 148, 151, 152, 158, 162, 163,
164, 165, 166, 169, 171, 176, 179, 183, 184, 185,
190, 194, 202, 203, 204, 207, 208, 209, 212, 217,
218, 220, 222, 230, 233, 237, 239, 240, 241, 244, 246,
251, 252, 253, 256, 260, 263, 273, 274, 277, 279,
280, 281, 285, 287, 290, 297, 298, 300, 306, 307,
309, 310, 311, 312, 313, 315, 320, 325, 327, 329,
333, 334, 335, 337, 340, 342, 345, 346, 350, 353,
354, 357, 362, 363, 364, 365, 367, 369, 371, 372,
375, 378, 379, 381, 384, 385, 390, 393, 395, 397,
398, 403, 405, 407, 408, 409, 411, 412, 416, 418,
422, 423, 424, 425, 427, 429, 431, 433, 436, 444,
446, 448, 451, 453, 456, 457, 465, 467, 472, 474,
476, 477, 478, 479, 480, 481, 485, 487, 489, 491,
492, 494, 495, 500, 501, 504, 508, 509, 510, 512,
514, 522, 523, 525, 526, 530, 534, 537, 539, 540,
542, 549, 550, 552, 554, 558, 562, 566, 567, 570,
571, 572, 576, 577, 578, 581, 582, 583, 585, 586,
587, 598, 600)

Retained earnings, exclusive of amounts transferred to
capital (*574)

Retained earnings (exclusive of amounts transferred to
other capital accounts) (*188)

Retained earnings, exclusive of earnings capitalized
(*257)

Retained earnings invested in the business (*466, 559)

Retained earnings, less amount capitalized through stock
dividends (*231)

Retained earnings, less amount transferred to other
capital accounts (*593)

Retained earnings per accompanying statement (*319)

Retained earnings reinvested (*544)

Retained earnings since June 30, 1963 (*150)

Retained earnings, subsequent to September 29, 1962
(*70)

Retained earnings unappropriated (*568)

Retained earnings used in the business (*207, 289, 323,
373, 538)

Retained earnings (without deduction for depletion of
metal mines) (*51)

Income—(46 Companies):

Accumulated income retained for use in the business
(*30)

Income employed in the business (*278, 294, 595)

Income invested in the business (*226)

Income reinvested (*77)

Income reinvested in business (*138, 569)

Income reinvested in the business (*417, 588, 599)

Income retained (*308)

Income retained and invested in the business (*463)

Income retained and used in the business (*439)

Income retained for use in the business (*43, 45, 113,
198, 305, 331, 399, 573, 580)

Income retained in the business (*59, 130, 175, 228,
276)
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Income retained in the business, excluding amounts
transferred to capital stock (*475)

Income retained in the business, exclusive of amounts
transferred to capital (*318)

Net income employed in the business (*50, 518)

Net income retained for use in the business (*68, 377)

Net income retained for use in the business (earned
surplus) (*249)

Retained income (*38, 140, 197, 336, 366, 380, 461,
543, 545, 591)

Statement of income (*262)

Profit—(1 Company):
Profit employed in the business (*124)

Earned Surplus—(97 Companies) :

Consolidated earned surplus—unappropriated (*563)

Earned surplus (*2, 10, 14, 17, 33, 39, 40, 47, 65,
75, 89, 95, 99, 104, 105, 115, 119, 137, 142, 143,
144, 145, 149, 154, 156, 157, 161, 167, 170, 172,
173, 174, 181, 186, 195, 200, 211, 213, 214, 224,
229, 242, 243, 245, 255, 259, 261, 267, 282, 283,
284, 286, 292, 293, 299, 302, 314, 321, 326, 343,
347, 356, 358, 359, 368, 370, 374, 386, 394, 396,
401, 406, 410, 421, 432, 438, 443, 447, 450, 458,
459, 462, 488, 493, 496, 497, 515, 519, 541, 560,
579, 584, 594)

Earned surplus (income retained in the business) (*589)

Earned surplus since October 31, 1949 (*440)

Earned surplus (retained earnings) (*82)

Deficit—(10 Companies) :
Accumulated deficit (*180)
Deficit (*93, 250, 392)
Deficit from operations (*561)
Earned surplus (deficit) (*102, 216)
Earned surplus (deficit), as annexed (*192)
Earned surplus (deficit) since October 30, 1954 (*177)
Earned surplus, 1965 since January 1, 1965, (deficit)
(*400)

STOCKHOLDERS' EQUITY STATEMENTS
Information in Stockholders' Equity Statements
Table 14 summarizes the types of data found in

stockholders’ equity statements for the years 1965,
1964, and 1960, compared with similar tabulations for
the years 1955, 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 stockholders’ equity section of the balance sheet
and the notes relative thereto.

Title

Table 15 presents the key words used in the titles of
stockholders’ equity statements by the survey compa-
nies that included such a statement in their annual re-
ports. “Stockholders’ equity” and “Shareholders’ equity”
are the most frequently used terms. The tabulation dis-
closes (Tables 14 and 15) that although only 30 survey
companies presented stockholders’ equity statements in
1965, there had been a slowly increasing trend in the
number of companies presenting these statements until
this year which shows an interruption in the trend.

Examples

The exact title of each of the 30 stockholders’ equity
statements presented in the 1965 annual reports is pro-
vided below.

Changes in Stockholders’ Equity (*68)

Common Stock Equity (*159)

Consolidated Statement of Changes in Common Stock-
holders’ Equity (*265)

Consolidated Statement of Income and Stockholders’
Equity (*531)

Consolidated Statement of Ownership Interest (*272)

Consolidated Statement of Shareholders’ Equity (*75,
420, 456, 517, 572)

*Refer to Company Appendix Section.

TABLE 14: STOCKHOLDERS' EQUITY STATEMENTS

Including details of:
A: Capital stock, capital surplus, and retained earnings*

Capital stock, capital surplus, retained earnings, and appropriated

SUIpIUS TESEIVES . ... .......c.coiuniiunneennennnn
Capital stock and capital surplus* ................
Capital stock and retained earnings* ..............
Capital stock, retained earnings, and income* .......
Capital stock with retained earnings and/or capital surplus

amounts shown in total only* ..................

Hoow

Statement not presented .............. ... ... ... ... ...
Total ...t e

........

........

1965 1964 1960 1955 1950 1946

........ 21 24 18 16 15 5
........ - = = 1 1 1
........ 1 1 R 1 1
........ 4 6 6 1 1 1
........ 1 1 1 1 1 1
........ 3 = 2 - = 2
30 32 28 19 19 11

570 568 572 581 581 589
600 600 600 600 600 600

*Refer to Company Appendix Section—A: 15, 67, 68, 75, 194, 225, 265, 272, 295, 300, 375, 411, 420, 456, 461, 476, 504, 516, 544,

553, 572; B: 543; C: 32, 97, 193, 517; D: 531; E: 35, 159, 298.
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TABLE 15: STOCKHOLDERS' EQUITY STATEMENT TITLE
Terminology Used 1965 1960 1950 1946

Stockholders’ equity ........... 11
Stockholders’ interest ..........
Stockholders’ capital ..........
Stockholders’ investment .......
Shareholders’ equity
Shareholders’ capital ..........
Shareholders’ investment .......
Shareholders’ ownership ........

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

Capital ......................
Capital stock and surplus .......

Ownership interest (net worth) . .
Ownership or ownership equities .

Blas ol loealanlls
e o 11 I T 1]l

(V.3

1Gall o] 1ecwl2 ol
W

N

N

W

00 b

-0
w
00
O =

Statement not presented .......
Total ...............

|

I&
18|
E
18]

Consolidated Statement of Shareholders’
(*516)

Consolidated Stockholders’ Investment (*32)

Shareholders’ Equity (*35)

Shareholders’ Equity and Changes Therein (*67)

Shareholders’ Investment and Changes Therein (*225)

Shareowners’ Equity (*553)

Statement of Consolidated Shareholders’ Investment
(*543)

Statement of Consolidated Shareholders’ Equity (*375)

Statement of Consolidated Stockholders’ Equity (*300)

Statement of Shareholders’ Equity (*411, 461, 544)

Statement of Stockholders’ Equity (*194, 298, 476)

Statement of Stockholders’ Investment (*97, 295)

Stockholders Equity (*193)

Stockholders’ Equity (*15, 504)

Ownership

COMPARATIVE CUSTOMARY STATEMENTS
COVERED BY AUDITORS' REPORTS

Combination of Comparative Statements

The committee on accounting procedure of the Amer-
ican Institute of Certified Public Accountants, in Ac-
counting Research and Terminology Bulletins, Final
Edition, published in 1961 (Chapter 2, Section A),
states among other things that:

The presentation of comparative financial statements
in annual and other reports enhances the usefulness
of such reports and brings out more clearly the nature
and trends of current changes affecting the enterprise.
Such presentation emphasizes the fact that statements
for a series of periods are far more significant than
those for a single period and that the accounts for one
period are but an instalment of What is essentially a
continuous history.

*Refer to Company Appendix Section.

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 were provided by
584 of the 600 survey companies in their 1965 annual
reports. 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
tabulation continues to disclose a steady increase in the
use of comparative statements in annual reports.

In Great Britain, the Companies Act, 1948, requires
that the financial statements be prepared on a com-
parative basis.

HUNDREDS OMITTED—DOLLARS IN THOUSANDS

Of the 600 companies covered in this survey for
1965, 87 presented their customary statements with
figures stated to the nearest thousand dollars. Seventy
of these companies rounded off to the nearest thousand
dollars showing the three zeros; the remaining 17 com-
panies set forth the nearest thousand dollars by omit-
ting the three zeros but stating the figures under a cap-
tion signifying “thousands of dollars.”

The trend in the number of companies presenting
their figures in thousands of dollars may be observed
from the following tabulation:

Number of Companies*

A: Presenting  B: Omitting
Year 000 000 Total
1965 70 17 87
1964 55 11 66
1963 42 11 53
1962 31 8 39
1961 23 6 29
1960 20 5 25
1959 15 1 16
1958 9 1 10
*Refer to Company Appendix Section—A: 1, 2, 7, 19, 25, 35, 40,

54, 68, 69, 72, 90, 97,°102, 110, 148 160, 164, 168, 174, 175,
176, , 204, 217, 224, 235, 244, 255, 299, 305, 316, 318,
329, 345 354, 364, 374, 377, 387, 390, 394, 409, 412, 418, 433,
435, 441, 442, 454, 465, 472, 490, 492, 495, sos 515 516 s17,
531, 532, 544, 545, 552, 553, 559, 576, 582,

125, 144, 162, 180, 197, 205, 247, 258, 304, 381 414 482 501

CENTS OMITTED OR PRESENTED

Only four of the 600 survey companies included
cents in the statements presented in their 1965 annual
reports. This is six less than reported in 1964. A total
of 508 companies, or 85 per cent of the companies sur-
veyed, presented their figures to the nearest dollar. One
company stated their reported figures in millions of
dollars, omitting the last six zeros.
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TABLE 16: COMPARATIVE CUSTOMARY STATEMENTS COVERED BY AUDITORS'REPORTS

Combination of Comparative Statements 1965 1964 1960 1955 1950 1946
Balance Sheet and Combined Income & Retained Earnings Statement . 253 246 205 154 97 51
Balance Sheet, Income, and Retained Earnings Statements ......... 137 127 115 114 96 53

Balance Sheet, Income, Retained Earnings, and Capital Surplus State-
R <2 T 1L O 89 87 82 70 53 43
Balance Sheet and Income Statement . .......................... 65 62 72 81 73 53

Balance Sheet, Income, and Combined Retained Earnings & Capital
Surplus ... L 1 2 1 2 2 —
Balance Sheet in combination with various other statements ... ..... 1 — 3 5 4 —
Balance Sheet, Income, and Stockholders’ Equity Statements ....... 4 5 9 10 8 1

Balance Sheet, Income, Retained Earnings and Stockholders’ Equity
Statements ... ... ... 1 2 —_— —_— —_ —_

Balance Sheet, Combined Income & Retained Earnings, and Capital
Surplus Statements .. ........... . ... ... .. 24 21 20 13 13 4

Balance Sheet, Combined Income & Retained Earnings and Stockhold-
ers’ Equity Statements ... ........... .. ... .. .. ... ... ... 2 2 — — — —_
Balance Sheet, Income, and Unclassified Surplus Statements ... ..... — 1 1 4 6 4
Balance Sheet .. .............. e 1 4 5 4 4 7
Income Statement in combination with various other statements . . . . 1 1 2 4 8 12
Combined Income & Retained Earnings Statement . ............... 1 1 1 2 6 4
Income Statement ..................c..iiiiiiiiiiiiie., 4 3 _4 5 13 _ 24
Total ... 584 564 520 468 383 256

Number of Companies Presenting:

All statements in comparative form............................ 516 496 437 379 290 164
Some statements in comparative form .......................... 68 68 83 89 93 92
No statements in comparative form ........... .. ... ........... 16 36 80 132 217 344
Total . ... . 600 600 600 600 600 600

ADDITIONAL STATEMENTS AND
SUPPLEMENTARY SCHEDULES COVERED BY
AUDITORS' REPORTS

‘The preceding discussions in this section have been
concerned solely with the customary statements covered
by the auditors’ reports as presented in the annual re-
ports of the 600 survey companies. In addition to the
customary statements, the annual reports frequently
contain numerous additional statements and supple-
mentary schedules. In their 1965 annual reports, many
survey companies included such additional statements
and supplementary schedules which were covered by
auditors’ reports. Such statements and schedules are
considered to be covered by the auditors’ report: (a)
when they are mentioned in the auditors’ 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’ report;
or (d) by inclusion in the footnotes to the customary
financial statements.

ADDITIONAL STATEMENTS

The additional statements covered by auditors’ re-

ports contained in the 1965 annual reports of the sur-
vey companies, in order of the frequency of their pres-
entation were applicable to: (a) the reporting company,
(b) domestic subsidiaries, (c¢) foreign subsidiaries, and
(d) combined domestic and foreign subsidiaries. The
types of additional statements most frequently included
in the 1965 survey reports were statements of source
and application of funds and changes in working capi-
tal, stockholders’ equity statements, statements of em-
ployee bonus, retirement or welfare funds, geographical
statements, financial data, balance sheets and statements
of combined income and retained earnings of domestic
subsidiaries, and balance sheets and income statements
of foreign subsidiaries. Table 17 summarizes the various
types of additional statements presented in the annual
reports of the 600 survey companies for the years 1965,
1960, 1955, and 1950. There were 332 companies that
included 444 such additional statements, examples of
which are described below. The increase in the number
of companies and the number of additional statements
over 1960 was wholly due to the sharp rise in the use of
the “funds” statement, from 31 such statements in 1960
to 65 in 1963 and to 273 in 1965. “Funds” statements
are covered extensively in Section 3.
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Reporting Company Statements

Three hundred and seven “additional statements” ap-
plicable to the reporting company were presented by
286 of the 600 survey companies in their 1965 annual
reports.

As may be noted from Table 17, the trend here is
strongly in favor of the statements of source and appli-
cation of funds, which occasionally include or are sup-
plemented by an analysis of changes in working capital.
The “funds” statement is no innovation in the field of
accounting, but it is becoming more prominent, and is
now to a greater extent taking its place among the state-
ments covered by the auditors’ reports.

The Bendix Corporation, in a statement by the com-
pany’s certified public accountants, presented a compu-
tation of the maximum amount which might be credited
to the Supplemental Compensation Fund for the year
in accordance with the provisions of the stockholder
approved plan.

Faistaff Brewing Corporation included in its annual
report for the year a separate statement showing the
changes in working capital. The individual items of
current assets and current liabilities were shown for
1965 and 1964, together with increases and decreases
between the two years. Also included in the report was
a statement of source and use of financial resources.

J. J. Newberry Co. changed its fiscal year end from
December to January. Subsequent to the change, the
company will report for years ending January 31. As
part of its report for the latest fiscal year, the com-
pany included, in a note to the financial statements, a
condensed income statement for the month of January.

Phoenix Steel Corporation presented pro forma fig-
ures in its balance sheet in a separate column next to
the figures for the current year. As noted on the bal-
ance sheet itself, “The pro forma amounts reflect ad-
justments resulting from the financing for the moderni-
zation of the Claymont plant: i.e., for the proposed
sale and lease-back of certain properties, receipt of
funds from sale of industrial revenue bonds, bank bor-
rowings under a five-year loan agreement, repayment
of certain obligations and conversion of debentures all
as described in Note 5 to the financial statements.”

R. J. Reynolds Tobacco Company supplemented the
customary financial statements with a statement on the
disposition of net earnings which was referred to in the
accountants’ report.

Richardson-Merrell Inc. furnished with its customary
financial statements a geographical statement of for-
eign net assets. The condensed statement divided the
assets and liabilities between the sterling area, Latin
America, Europe, and all other. The totals for all areas
were compared to similar figures for 1964.

Parent Company Statements

Parent company statements have not been much in
evidence among the 600 companies covered in this
survey. In 1960 just one company presented the parent
company figures, and then only to illustrate the con-
solidation, for the first time, of the parent and subsidi-
ary companies, which was shown in parallel columnar
form. In none of the last five years have there been, in
any of the reports surveyed, separate financial state-
ments of the parent company.

Domestic Subsidiary Statements

The reports for 1965 covered by this survey con-
tained 80 additional statements applicable to the do-
mestic subsidiaries of 45 companies.

Table 17 indicates a growing trend towards the
presentation of additional balance sheets, income state-
ments, retained earnings, and combined statements of
income & retained earnings. Such statements comprise,
for the most part, those of subsidiary finance or real
estate companies, etc., which, because their operations
are not homogeneous with those of the parent company
or any of the other subsidiaries, are not included in the
consolidation.

The Atlantic Refining Company included in its an-
nual financial report for 1965 a comparative consoli-
dated balance sheet, comparative consolidated income
account, and a statement of changes in stockholders’
equity of the Richfield Oil Corporation and subsidiaries
which were merged into The Atlantic Refining Com-
pany. An opinion on these statements was furnished by
Richfield’s accountants.

J. 1. Case Company issued separate statements of
income & retained earnings, and of financial condition
for the J. 1. Case Credit Corporation, its credit sub-
sidiary. The accountants included their opinion on these
statements in their report on the audit of the J. I. Case
Company.

The General Tire & Rubber Company furnished
summaries of the consolidated balance sheet and state-
ment of consolidated income and retained earnings of
RKO General, Inc. The assets and liabilities of RKO
General, Inc. were not consolidated with those of the
parent company, The General Tire & Rubber Company.
The net income of RKO General, Inc. was included
among the income items of The General Tire & Rubber
Company.

Martin Marietta Corporation furnished separate one-
year consolidated balance sheet and statement of con-
solidated income and deficit of The Bunker-Ramo Cor-
poration. A separate opinion on these statements was
issued by the auditors. Martin Marietta Corporation in-
cluded in income its share of the loss for the year of
The Bunker-Ramo Corporation, but it did not consoli-
date the assets and liabilities.
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TABLE 17: ADDITIONAL STATEMENTS COVERED BY AUDITORS' REPORTS
Statements Applicable To: 1965 1960 1955 1950
A: Reporting Company
Statement of working capital, and/or source and application of funds (*24, 62, 126,

148, 161, 204, 222, 265, 267, 297, 309, 319, 348, 364, 411, 476, 484, 502, 531, 542) 273 31 21 13
Capxtal surplus Statement ... ..... ... ... e e et e — 23 2 —_
Balance sheet (F2) ... .. i 1 5 9 7
Income statement (*2, 403) .. ... .ttt e e 2 5 9 4
Retained earnings statements (*24) ................ ... . iiiiiiiiiiiiiienn, 1 — — —_—
Stockholders’ equity statement (*102, 124, 248, 394, 425, 551) .................. 6 9 2 1
Financial operating data (*64, 94, 124, 307 372) .............................. 5 11 11 6
Pro forma statement (*436) .............. ... i .t 1 4 — —
Employee bonus—retirement or welfare funds (*89, 90, 200, 352, 462, 569) ........ 6 5 4 8
Geographical statement (*1, 170, 197, 284, 374, 452, 470, 505, 517, 563) ........ 10 8 6 4
Long-term indebtedness (*159) ....... ... ...t itiiiriiin it 1 — 1 —
Disposition of net earnings (*468) .. ..... ... ... . ... ... 1 — —_ —
Miscelaneous . ... ........ .. —_ _ 3 3

B: Parent Company
Balance sheet .. ........ ... i e e e —_— 1 2 4
Income Statement . .............uuinirininen ettt areren et — 1 2 3
Retained earnings Statement ................c.iiiuininenenrnnenneenenenennnns —_ — 1 1
Capital surplus statement ................c..iiniinirenrreneenrnaenconenanasnns — — 1 1
Stockholders’ equity statement ... ............ ...ttt e —_ 1 1 1
C: Domestic Subsidiary
Balance sheet (*15, 16, 67, 70, 71, 98, 101, 121, 122, 129, 138, 186, 190, 224, 232,

246, 303, 308, 363, 382 412 424 429 487 497 501 587 591) .............. 45 28 12 13
Combined income and retained earnings (*15 58, 67 123 124 129, 190, 224, 235,

246, 253, 315, 351, 357, 591) ... ... 16 11 5 4
Income statement (*68 70, 71, 98, 121, 303, 429, 487, 587) ........ .. ... ... 9 3 2 6
Retained earnings (*70, 98 121 429 587) ................................... 5 2 — 3
Financial data (*32, 68, 253 487 588) ....................................... 5 1 — —
Shareholders’ INVeStMeEnt ... ..........c...cuntrirtinrenernnenneeneennsaneenns — — 1 —

D: Foreign Subsidiary
Balance sheet (*54, 100, 135, 315, 317, 347, 391, 478,493, 513,598) ............ 11 11 9 10
Assets and liabilities (*116, 166, 232, 247, 249, 393, 431, 437, 465, 469, 472, 508,

550, 560) ... e e e 14 6 1 2
Combined income and retained earnings (*315, 513, 598) ....... ... ... ... ....... 3 2 4 3
Income statement (*54, 100, 317, 347, 393, 469, 478,493) ..............c.t.. 8 7 4 6
Retained earnings statement (*54, 493) ...................................... 2 3 — 1
Financial data (*72, 125, 205, 294 305, 307, 334, 339, 445, 483, 565, 592, 594) . 13 4 1 3
D% 100 o1 A 111 ¢ £ AU — 1 —_ 1
Yong-term indebtedness . ............c. ittt — 1 1 1

E: Domestic and Foreign Subsidiaries
Combined balance sheet (*135) . ... ... .. i 1 — — 1
Combined income statement .. ............... ...ttt enenenrnenrnrananannn. —_ —_ —
F: Affiliated Companies
Balance Sheet (*425, 430, 488) ....... ... ... ... it 3 — — —
Income Statement (*430, 488) .............................................. 2 = =
Total ... e 444 185 115 110
Number of Companies Presenting Additional Statements Number of Companies With:
Type Type Type Type Type Type Additional No additional
Year A B C D E statements statements Total
1965: 286 — 45 38 1 3 332 268 600
1960: 86 1 23 18 1 — 129 471 600
1955: 51 2 11 13 — — 71 529 600
1950: 38 3 13 14 1 —_ 64 536 600
Comparative Presentation of Additional Statements

2 3 4 5 6-7 89 10+ Not Grand

Year Yrs. Yrs. Yrs. Yrs. Yrs Yrs. Yrs. Total comparative total
1965: 311 2 — 4 —_ —_ 8 325 119 444
1960: 92 —_ 3 —_ 2 —_ 16 113 72 185
1955: 58 1 4 — 2 _ 12 77 38 115
1950: 45 1 1 2 — 2 6 57 53 110

*Refer to Company Appendix Section.
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Foreign Subsidiary Statements

Fifty-one additional statements applicable to foreign
subsidiaries were presented by 38 survey companies in
their 1965 reports.

The additional statements presented relating to for-
eign subsidiaries cover mostly the financial reports of
companies which are not consolidated because of their
geographic location (exchange restrictions) or other
factors, such as percentage of ownership (voting con-
trol), lack of activity, or nonhomogeneous operations.

Lone Star Cement Corporation presented a compara-
tive summary of assets and liabilities, and a compara-
tive summary of income and net assets for 1965 for its
wholly-owned Latin American subsidiaries. The assets
and liabilities of the Latin American subsidiaries were
not consolidated. Dividends received were included in
income. In a separate paragraph, the auditors noted
that they had reviewed financial statements of Latin
American subsidiaries for 1965 and 1964, reported up-
on by foreign public accountants.

The National Cash Register Company submitted in
its 1965 annual financial report a statement in sup-
port of its investment in foreign subsidiaries and
branches. The accountants included the statement in
their opinion by reference to the page on which the
statement appeared. The statement listed the assets,
liabilities, minority interest, accumulated earnings re-
tained for use in foreign operations, and the net invest-
ment. Assets, liabilities, etc., were presented by geo-
graphical area, i.e., Canada; Great Britain and Conti-
nental EBurope; Japan, Australia, and Far East; Latin
America; and Africa and Middle East. Totals by asset,
etc., were compared with the previous year.

St. Joseph Lead Company presented in the notes to
the 1965 financial statements a balance sheet and state-
ment of income of Compania Minera Aguilar, S.A., a
99.9 per cent-owned subsidiary. The investment was
carried in the financial statements of the parent com-
pany at nominal value.

Standard Brands Incorporated included, with its
1965 financial statements, a combined comparative in-
come and retained earnings statement, and a combined
comparative statement of financial position for subsidi-
aries operating outside the United States and Canada.
The auditors included in their report an expression of
opinion on these statements.

Xerox Corporation supplemented its customary
financial statements for 1965 with financial statements
of Rank Xerox Limited and subsidiaries. Rank Xerox
Limited was less than wholly owned. A separate opin~
ion on these statements was furnished by the auditors.

SUPPLEMENTARY SCHEDULES

Supplementary schedules covered by auditors’ re-
ports generally provide details of certain items in the
balance sheet or in other customary financial state-
ments. As shown in Table 18 there were 383 survey
companies that presented 789 supplementary financial
schedules in their 1965 annual reports. These figures
show a considerable increase since they were first intro-
duced as a result of the analysis of the corporate re-
ports for the year 1950. The schedules most frequently
given were concerned with long-term indebtedness, the
classification and depreciation of fixed assets, the com-
position of inventories, stock options, etc., and for the
most part are taken from the notes to financial state-
ments. Examples are given below. Schedules referring
to stock options were included in the table this year,
which increased significantly the number of companies
presenting schedules and the number of schedules.

Allegheny Ludlum Steel Corporation provided in
notes to the financial statements, the details of long-
term debt, and the changes in capital surplus.

Allied Chemical Corporation supported items on the
balance sheet with schedules of inventories, property,
and investments. In notes to the financial statements,
the company (a) set forth the computation of the maxi-
mum amount which could have been credited to the in-
centive compensation reserve, and (b) disclosed the
changes in capital (common stock) during the year.

The Cudahy Packing Company, in a note to the
financial statements, presented costs and expenses on a
comparable basis with prior years’ reports although the
company had adopted a new and different classification.

Dictaphone Corporation furnished details of inven-
tories, property, plant and equipment, and capital
shares, all in notes to the financial statements.

Georgia-Pacific Corporation provided in a note to
the financial statements, the composition of capital
stock.

International Paper Company incorporated, in its
financial report, schedules of inventories, plants and
properties, woodlands, investments, and capital stocks.

R. H. Macy & Co., Inc. supplemented its balance
sheet with details of customers’ accounts receivable,
long-term debt, and property and equipment, all of
which were comparative.

St. Regis Paper Company included within or as a
part of the Chairman’s and President’s letter, a sched-
ule of investments, part of which detailed the securities
(marketable), whereas the balance was divided by lo-
cation,

Scovill Manufacturing Company, in addition to pre-
senting the details of long-term debt, set out in a note
to the financial statements, “. . . a summary of the com-
bined results of operations for 1965 and financial posi-
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TABLE 18: SUPPLEMENTARY SCHEDULES COVERED BY AUDITORS' REPORTS

Nature of Schedule* 1965 1960 1955 1950
A: Long-term indebtedness ... ........... .. ... .. .. ... .. 218 120 66 30
B: Fixed assets, depreciation ............. .. ... ... . . ... 106 74 72 61
C: Inventory composition ................... ...t 109 84 62 47
D: Capital stock ....... .. ... 48 34 28 21
E: Various balance sheet items ............... ... ... ... .. 0 iian... 17 28 12 31
F: Various income and operating items .............................. 18 22 10 5
G: Accounts, notes receivable .......... ... .. ... ... .. e 23 16 15 17
H: Investments—securities, subsidiaries, affiliates .................... ... 24 17 9 5
I: Investments—subsidiaries ............. ... ... ... . 0., 6 7 14 21
J:  Special funds, reserves, appropriations .............. .. ... .. ... .... 7 10 10 17
K: Foreigninvestments .................c..tiitiuinrennenmnnnnnnnnn. 11 9 22 24
L TaRES .ottt e e e e 19 24 5 4
Sales, €arniNgs ... ..ot e e — 8 2 5
M: Investments—SeCUritieS ... .............o.vuiriuvrneneennnnnn. 5 3 4 10
N: Capital ... ... .. 5 1 5 8
Minority stockholders’ interest in subsidiary ........................ — —_ 2 —
Dividends ....... ... e e —_ 2 3 3
Employment COStS ... ....... ... — 1 — 2
O: Assets hypothecated or pledged ......... ... ... ... ... .. ........ 2 — — —
P: Capital Surplus .. ... ... i e 34 N/C N/C N/C
Q: Stock OptiONS .. ... .. 137 N/C N/C §/_C
Total ... 789 460 341 311
Comparative Presentation of Schedules Number of Companies Presenting: 1965 1960 1955 1950
10 and Not Supplementary schedules ....... 157 187 148 118

2 3-9 over compara- Grand Supplementary schedules and ad-
Year Yrs. Yrs. Yrs. Total tive Total ditional statements .......... 226 61 31 25
1965: 386 _ 1 387 402 789 Additional statements .......... 106 68 40 __3_9
1960: 275 11 11 297 163 460 . . 489 316 219 182
1955: 204 8 7 219 122 341 No additional presentations .... 111 284 381 418
1950: 194 2 5 201 110 311 Total ............... 600 600 600 600

N/C-—Not Compiled.
*Refer to Company Appendix Section—A: 15, 54, 88, 112, 161, 183, 217, 272, 299, 313, 321, 364, 393, 420, 434, 487, 495, 518, 549,
579; B: 12, 56, 59, 137, 142, 204, 208, 237, 282 308 342 360 375 414, 432 458, 500 513 560 584 C: 4, 18, 30 61, 123, 131,
198, 271, 298 303 363, 372, 411 413, 418 "441 524 ’540, 576 578; 'D: 15 31 39, 46, 50 57 60 82, 87, 101 109 13o 144 161,
162 176, 178, 180, 181 187 189 191 200 217 2i9 232 254 255 275 300, 304, 305 309 310 321 353 355 360 369 373 383 398,
434 442, 46 528 532 577 E: 54 102, 117, 125 166 170, 176, 246, 254, 366, 412, 426, 465, 503, 517, 544, 553; F: 38, 54 69
97, 176, 177 213 215 246, 259 313 326 364 460 471 4‘78 497 595 G- 15, 33, 57 67 80 84 117, 138 180 222, 325,248,
259 315 353 360 382, 391, 465, 472 487 536 371; 18 44, 51, 57 59 60, 88 131, 135 218, 233 235 304 326 426, 432, 478,
479 487 505 538 552, 572 598 1: 37, 54, 89 190, 396 588; J: 35 138 349 365 416 528 569; K: 106, 207, 341, 372, 416, 421,
497 511, 550, 584 595 : 38, 68 164, 251 272 365 354 417 457 467 492 500 505 515, 516 517, 531, 544 553 M: 12, 75
140 310 416 N: 11 139 337 490 530 [ H 270 583: P: 10, 38 5 96, 107, "116, '150, 180 201 231 274 294 343 384 398, 416
417, 438 577 578; Q 32 36 53, 72 111 134, 151, 168, 178, 194 218 221, 238 240, 281 301 333 341 370 402 440 457,

tion of branches and subsidiaries located in foreign
countries.” In the report on their examination, the
auditors referred by name to the accountants who ex-
amined the records of an English branch and subsidiary.

Sharon Steel Corporation supported its balance sheet

Ward Foods, Inc. included, in notes to the financial
statements, details of long-term debt and pledged assets.

with notes which gave details of inventories, fixed as-
sets, long-term debt, shareholders’ equity, and stock
options. The information was given in comparative
form except for the latter two items.

Union Oil Company of California presented a very
condensed balance sheet supported by detailed sched-
ules. The schedules included current assets; current lia-
bilities; properties and depletion, depreciation and other
allowances; other assets; long-term debt; deferred credi-
tors; and taxes.

FINANCIAL PRESENTATIONS NOT COVERED
BY AUDITORS' REPORTS

In the annual reports for 1965, there were 1,292
statements, summaries, and highlights, not covered by
auditors’ reports, presented by 563 of the 600 survey
companies. These presentations, in general, either pro-
vide additional information, or they summarize or sim-
plify certain financial and accounting information con-
sidered to be of particular interest to the stockholders.
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The various types of these financial statements, sum-
maries, and highlights, not covered by auditors’ reports,
presented in the annual reports of the survey compa-
nies, are shown in Table 19. In 1965, as in prior years,
the greatest number of such presentations consist of
summaries, usually titled “Highlights,” “Year in Re-

view,” “Results in Brief,” or “Operations at a Glance.”
Such summaries vary considerably as to content, but
generally include earnings per share and dividend in-
formation, in addition to other data. These summaries
are usually given on a one- or two-year basis and are
located near the front of the report. The next largest

TABLE 19: STATEMENTS, SUMMARIES, AND HIGHLIGHTS NOT COVERED BY AUDITORS' REPORTS

Type of Presentation*

A: Summary—Financial and operating data
Summary—Balance sheet data
Summary—Operating data

B: Highlights
Year in Review—Results in Brief
Operations at a Glance

1965 1960 1955 1950
....................... 421 365 243 140
....................... 28 7 63 29
....................... 49 40 102 76
....................... 397 331 320 200

....................... 96 91 35 30

22 24 14 13

C: Statement of working capital, changes in working capital and/or source and appli-

cation of fUNds ... ...ttt e e 194 177 103 103
D: Condensed balance sheet .. .......... ... ... .. ittt 24 42 71 61
Condensed income statement . ... ............ccvuteneenennrnnrnnenennennnn 24 50 69 65
Various other condensed statements ................cccuiieiinuennreenn.. 6 8 16 6
E: Simplified balance sheet .......... .. ... 0. iiiiiiiiitii i 3 8 14 26
Simplified income statement ............... ... ... i e 10 18 21 40
F: Employee bonus or retirement funds ................ ... ... ... .. ... ... 9 7 5 2
G: Subsidiary balance sheet .............. ...ttt e 2 11 11 6
Subsidiary income statement . ................i ittt . — 9 3 3
H: Cash receipts and disbursements ............... ... oot — — 2 6
I: Detailed balance sheet . ...ttt e in i 1 2 5 6
Detailed income statement . ... ............. .t itiriiet it 1 2 3 6
Statement of geographical distribution of consolidated net assets .............. 2 — — —
Progress Statements ....................tiiiiit i e 1 —_ —_ —_
Domestic and overseas Net asselS .. ...........c..ovireeneenenevnneneenenns 1 — — —
Domestic and overseas inCome acCOUNES . ... ........vvemeneemnennenennenn. 1 -— —_ —
Various other detailed statements .................c.cuiuiiuinimunnennnnnan. 2 —_ 4
TOtAl ... 1292 1194 1100 822
Number of Companies With:
Total Companies Represented in Statement Statements No statements
Type Type Type Type Type Type Type Types  summaries, summaries, Total
Year: A B C D E F G H-1 highlights highlights companies
1965: 464 508 193 34 10 9 2 5 563 37 600
1960: 401 434 171 81 23 4 15 5 523 77 600
1955: 213 366 103 82 26 5 12 8 495 105 600
1950: 205 249 95 82 51 2 6 16 404 196 600
Comparative Presentation of Statements, Summaries, Highlights
2 34 5 69 10 11-15 16-20 21-30 30+ Not Grand
Year: Yrs. Yrs. Yrs. Yrs. Yrs. Yrs. Yrs. Yrs. Yrs. Total comparative Total
1965: 545 63 101 35 393 22 10 7 6 1182 110 1292
1960: 475 47 99 23 331 22 13 21 8 1039 155 1194
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:

232 242 276, 332, 340 384, 413, 415, 433, 549 551 573
479 504 537 564
I: 70 139 160 258 444,

10, 44, 48, 103, 114, 134, 249, 255, 264, 362, 369, 389, 422 471 486, 493, 521, 542, 574,
592; 21, 30, 98, 124, 127, 174, 208, 281, 295 311 326 384 407 421, 466, 490, 512 569 588, C

70, 80 104 133 176 225

: 52, 73, 85 102 106 163, 182, 195 22§ 266 i87 368 381, 386, 453, 458
E: 31, 89, 96 200, 390 419 462 466 523 577;

F: 73, 135 232 246 949, ’304, 310, 416 569; G: 186, 249
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TABLE 20: SUPPLEMENTARY CHARTS, SCHEDULES, ETC., NOT COVERED BY AUDITORS' REPORTS—1965

1965
Schedules, Per

Summaries, Share 1964

Type of Chart, Schedule, etc.* Charts Etc. Data Total Total
A: Distributionof salesdollar .................. ... o i 51 14 — 65 64
B: Distribution of incomedollar ..............c.0ciiiiiiinnnn. 23 11 —_ 34 32
C: Distribution of sales and income dollar ..................... 8 4 — 12 12
D: Earnings (ornetincome) ..............cuuiiiirnenrnnncnn. 114 8 79 201 168
E: Earnings and dividends ................... .. ... ... oaen 35 1 66 102 82
F: Earnings before taxes and net earnings (earnings and taxes) ... 25 1 1 27 25
G: Earnings, dividends and taxes .............iitirinnrnnnnn 17 —_ 1 18 10
H: Net earnings and earnings as a per cent of sales ............. 5 — 1 6 9
I: Profitsand taxes ............. ...ttt iririnnenannnaeanns 1 —_— — 1 4
J: Employment costs (wages, salaries, fringe benefits, etc.) ...... 17 11 —_ 28 24
K: Fixed assets and/or depreciation and/or working capital ...... 15 4 — 19 66
L: Depreciation and capital expenditures ...................... 73 3 —_— 76 56
M: Expenditures for plant and equipment ...................... 44 7 1 52 45

N: Property, plant and equipment ..................covvninnn 8 —_— — 8 N/C
O:  ASSElS ...t e e e 23 1 1 25 27
P Sales ... 254 32 3 289 256
Q: Stock ownership ............ ... ... it 5 12 — 17 24
R: Net worth ........ ... .. ittt iinennnnn 10 1 7 18 12

S: Capital structure (long-term debt, preferred stockholders’ equity,

common stockholders’ equity) ................. .. ... 24 4 — 28 31
T: Common shareowners’ equity (or stockholders’ equity) ....... 58 1 35 94 91
L8 g . S 3 5 2 10 12
Vi Dividends .........ciiiiiiiiii i i i i i 22 7 36 65 59
W: Source and dispositionof funds ........................... 9 —_ — 9 9
Xe Cashflow ... . o e 31 2 10 43 39

Y: Working capital .............. ..t 47 — — 47 N/C
Miscellaneous other presentations ......................... 80 14 3 97 _109
Total ... .. 1002 143 246 1391 1266

N/C—Not Compiled

"‘Refer to Company Appendix Section—A: 3, 32, 52, 72, 100, 157, 176, 222, 253, 271, 313, 353, 389, 395, 431, 468, 491, 512, 542,
569; 12, 24, 53, 73, 74 89 96, 131, 165, 198 226, 229 263, 310 367 372 378 453 504 510; C: 10, 51, 59 165, 205, 219 249,

289 340 420, ‘441, 493;

30 40 65 71, 127 151 190, 221, 233, '267, 308, 374, 387, 398, 426, 473, 487 525, 535, 559, E: 35,

63, 168, 175 187 205, 278 293 303 345, 360, 370 406 440, 486 503 532, 538, 585 F: 26, 47 83, 92, 142, 145, 212, 249, 302,
30’7 311, 340, 401, ‘408, 414, 415, 444, 552 558, 586; G: 71, 125, 189 ’310, 338 343, 348 369, 372, 378, 389, 390, 409, 471, 477,

482, 493, 589; H: 78, 111, 114, 474, 512, 535; I: 406; J: 9, 55, 79,
551, 567, 598, 599; K: 9, 21, 40, 73, 126, 136 276 298,338, 348, 405 454 486, 516, 539, 551, 566,

89, 107, 135, 148, 164, 169, 188, 319, 416 417, 467, 516, 518,
598; L: 50, 97 109, 161, 184,

204, 205 230, 235 302 326 354 358, 381, 442, 445, 461 502, 543; M: 33, 68, 91 117 118 125 140 217, 234 255, 266, 276, 312,
341 388, 479, 495, 544, 553 556 N: 48 87, 106, 163, ’377,7509, 590, 600 O: 33, 68 91, 168, 176, 186, 214, 217, 234, 235, 255. 256,
272 279 299, 368, 447, 455, 467 P: 5, 16 28 97 126 162, 185, 219 245 285, 306 327 332 347 403, 412, 474 508 587 594; Q:
46, 47 3s, 90 100 165, 200 230, 381, 38H 487 491, 518, 543, 567, 569, 570; R: 126, 156, 163, 214, 254 269, 298, 300 "304, ‘314,

343 354 462, 466 502 518, 530 . 15, 18, 77, 118, 125,

148, 212, 245, 248, 263, 304 306 319 335, 347, 348 357, 463, 477,
599; 11, 60, 70 182 237, 258, 284 309, 325, 405, 428, 433, 472 504, 505, 513, 575, 577, 598;

55, 61 233, 293, 32 354, 416,

518 531 535 V: 1,5, 35, 72 140, 160, 200 219, 230 260, 271, 272, 366, 377, 383 384 409 453, 491 518 '520; W: 74, 92, 97. 255,
319, 373, 431 434, 512 X: 8, 18, 172, 189, 193, 245, 265, 272, 289, 335 342, '350, 375, 428, 439 465,493, 508, 551 577, Y: 11,770,
84, 126, 144 146 148, 206, 208, 310, 314, 325, 394 433, 459 486 498, 504, 547, 590.

group includes summaries of various financial and op-
erating data generally provided on a long-term yearly
comparative basis in the nature of statistical tabulations,
and is located near the back of the report.
Approximately 35 per cent of the companies also
include statements or summaries pertaining to working
capital or to the source and application of funds. How-
ever, the terminology applied by the companies to the
title of the summary is not always indicative of the
actual content. Therefore, all such statements have been
grouped under a single caption in Table 19. The state-
ments of source and application of funds have been

discussed previously in connection with the additional
statements referred to in Table 17. Additional informa-
tion is furnished regarding the source and application
of funds statement in Section 3.

SUPPLEMENTARY SCHEDULES

Supplementary schedules, including financial charts
and summaries, not covered by the auditors’ reports,
were found covering diversified subjects. The types of
such information together with the frequency of occur-
rence is shown in Table 20. Of the 600 survey com-
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panies, 384 presented 1,002 charts, 143 schedules and
summaries, and 246 presentations showing per share
data in their 1965 reports.

The types of supplementary schedules most frequent-
ly used in the 1965 reports were those relating to sales,
earnings (or net income), distribution of sales or in-
come dollar or both, earnings and dividends, deprecia-
tion and capital expenditures, dividends, common share-
owners’ or stockholders’ equity, expenditures for plant
and equipment, capital structure, and cash flow.

The extent of the comparability of the information
presented as shown in the statements, summaries, and
charts is set forth in the following tabulation:

Range No. of presentations
Not comparative 152
2 year range 75
3-4 year range 39
5 year range 296
6-9 year range 93
10 year range 627
11-15 year range 48
16-25 year range 26
25 years or more 35

Total 1,391

The terminology, form, and content of these sched-
ules vary so greatly that statistical comparisons with
prior years are not presented. For typical examples of
presentation, references are provided at the foot of
Table 20.

RESTATEMENT OF PRIOR YEAR'S
FINANCIAL STATEMENTS

Two hundred and eight of the 1965 survey compa-
nies restated or reclassified some of the prior year’s
figures in one or more of their customary financial state-
ments. This practice has been a growing one and is
used chiefly when an adjustment is believed to be sig-
nificant, or necessary for a fair comparison of the cur-
rent year’s statements with those of the preceding years.

Reclassifications have been grouped with restate-
ments because they are similar in nature and since,
from the reports, it is not always possible to differenti-
ate between them.

The first half of the tabulation below is concerned
with statements which are restated or reclassified; the
second half with the reasons therefor. One hundred and
five companies reclassified their accounts. As may be
noted from the tabulation, the chief reasons for re-
statements were (1) poolings of interests (49 compa-
nies), (2) the inclusion or consolidation of companies
not previously consolidated (19 companies), (3) to re-

flect change in presentation of treasury stock (seven
companies) and (4) inclusion of the earnings of uncon-
solidated subsidiaries in income (five companies). Since
the reasons for restatements do not easily lend them-
selves to a few natural groupings, many are set forth
separately in the tabulation rather than included in a
“Miscellaneous” item.

The totals for the first and second halves of the tabu-
lation do not agree, as might be expected, since there
were five more reasons given for restatements of prior
year’s financial statements than there were combinations
of statements presented.

Examples of Restatement of Financial Statements
Restated for "'Pooling™ of Interests

ASSOCIATED BREWING COMPANY
Notes to Financial Statements

Note A: On December 31, 1965, Associated Brewing Company
and Drewrys Limited U.S.A. Inc. completed a statutory merger
with Associated Brewing Company as the surviving corporation.
Pursuant to the merger agreement common stock has been ex-
changed on the following basis:

Shares of New

Stock $1 Par Value
Previously Associated
Outstanding Brewing Company
Par Number Exchange Common Stock
Value of Shares Ratio Issued
Associated $1 1,620,487 1 for 23 648,194
Drewrys $1 629,772 1 for 1 629,772

The excess of par value of stock of merged companies over par
value of new shares issued, $972,293, has been credited to addi-
tional paid-in capital,

The merger has been accounted for as a “pooling of interests”;
consequently, the financjal statements include the combined results
of operations of Associated Brewing Company and its subsidiary
and Drewrys Limited U.S.A. Inc. and its subsidiary for the year
ended December 31, 1965. The financial statements for 1964 have
1t;eeg:x restated to include the pooled companies on a comparable

asis.

GEORGIA-PACIFIC CORPORATION
Notes to Financial Statements

Note 1: Pooling of Interests with Bestwall Gypsum Company—
In April 1965, the Corporation issued 2,284,120 shares of $1.64
convertible preferred stock in_exchange for the common stock of
Bestwall Gypsum Company. The involuntary liquidating value of
this stock is $41 per share, and it is convertible into common
stock at the rate of one share of common stock for each $72.28
of involuntary liquidating value of the shares so converted. Pro-
vision is made for adjustment of the conversion price to reflect
stock dividends in excess of 1% per quarter and in certain other
events including stock splits and the sale or issue of common stock
(with certain exceptions) at less than the conversion price. This
transaction was recorded as a pooling of interests and the 1964
financia]l statements have been restated to include the accounts of
Bestwall Gypsum Company.

Paid-in Surplus
Balance, December 31, 1964:
Georgia-Pacific Corporation .............. e $179,610,000
Companies whose interests were pooled with the
Corporation (Note 1) ...............ooonnnn. 1,390,000
$181,000,000

Earned Surplus
Balance, December 31, 1964:
Georgia-Pacific Corporation .............. e $ 67,570,000
Companies whose interests were pooled with the
Corporation (Note 1 46,930,000
$114,500,000

The word, “Restated,” was printed at the top of the
1964 columns in the balance sheet and income state-
ment.
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TABLE 21: RESTATEMENT OF PRIOR YEAR'S FINANCIAL STATEMENTS—1965

Combination of Restated Statements Number of Presentations

Income StatemMENt . .. ... ...\t iei et e gg
Balance Sheet ... ...t 34
Balance sheet and income statement ... ........... ... ettt
Balance sheet, income statement, and retained earnings. . . .. PR 21
Balance sheet, combined income statement and retained earnings ................ 29
Balance sheet, income statement, retained earnings, and capital surplus ............ 14
Other combinations . ........ ... .. .. .uuuuiiiiii 15
Total number of presentations ............... oo _2_0__8
Reason for Restatement*
A: Reclassifications .. ........ ... ..ttt e 105
B: Poolings of interests®* ... ... ... ... ... . ¢t 49
C: Prior year’s investment credit returned to income ............ ... .. 2
D: To include subsidiaries not previously consolidated ......................... 19
E: To exclude subsidiaries previously consolidated ............................ 1
F: To give effect to capitalization of leases ............... ... .. iiiiinaen.. 1
G: To include the earnings of unconsolidated subsidiaries in income ............... 5
To use 12 months in prior period rather than 13 months originally shown, and to
reclassify accounts for comparative purposes (¥102) ...................... 1
To reflect retroactively abandonment of company’s claim to use of Lifo for inven-
tory valuation prior to 2/1/64 except in case of one subsidiary (*360) ...... 1
To give effect retroactively, for comparative purposes, to capital structure changes
(F245, 421) .. e 2
To reflect change in presentation of treasury stock (*63, 144, 202, 291, 297, .
520, 588) e
To transfer part of income taxes deferred to current liability (*30, 293) ....... 2
To reflect changes, retroactively, in reserve for pensions (*425) .............. 1
To reflect retroactively, (a) the transfer of the unamortized investment credit from
accumulated depreciation to deferred investment credit (above stockholders’
equity), and (b) the change in the income statement by inclusion in Federal in-
come taxes instead of in depreciation expense (*390) ..................... 1
To reflect government contract pricing adjustments (*576) .................. 1
To display depreciation separately (*81, 448) .............. ... ... ........ 2
To reflect retroactively, a credit to common stock rather than retained earnings,
resulting from the sale of capital stock of a subsidiary to the public, less income
tax paid in a concurrent transaction (*552) ............ ... ... ... ... ... 1
To give retroactive effect to change in inventory composition (*63) .......... 1
To conform the published balance sheet in respect to depreciation reserves with
the balance sheet filed with the SEC, and to include the reserves for insurance
and contingencies with other current accrued liabilities (*200) ............. 1
To include in current assets U. S. Government securities previously offset against
Federal income tax liability (*151) ..................... e e e 1
To give retroactive effect to January 1, 1964, to discontinuance of policy of pro-
viding for estimated income taxes on undistributed foreign earnings (*294) ... 1
To write down investment in nonconsolidated subsidiary by amount of losses in-
curred during current and preceding years by charges to income (*357) ...... 1

To reflect change retroactively in the use of accelerated methods of depreciation

and guideline lives for tax purposes while continuing to use other rates and

straight-line method for financial accounting purposes (*594) .............. 1
Sales and cost of sales for 1965 and prior years restated to exclude the Federal

excise taxes which were repealed 6/22/65 (*600) ....................... 1

To reflect deferred Federal income taxes on installment sales as a current liability
rather than as a noncurrent liability (*403) ........... ... ... ... ... ... 1
H: Reason not disclosed ........... .. ... .. . . . .. 4

Total number of presentations .................................. 1

W

*Refer to Company Appendix Section—A: 4, 6, 7, 10, 12, 34, 43, 46, 47, 52, 53, 54, 68, 71, 78, 90, 94, 97, 107, 114, 121, 128, 136, 137,
141, 142, 147, 152, 157, 171, 172, 177, 180, 183, 194, 197, 204, 205, 207, 210, 233, 235, 239, 253, 258, 261, 280, 300, 302, 303, 308,
320, 324, 332, 334, 335, 336, 337, 351, 359, 363, 364, 367, 371, 373, 385, 407, 408, 419, 424, 446, 468, 478, 479, 484, 494, 500, 501,
504, 509, 511, 514, 516, 519, 522, 523, 524, 527, 528, 529, 531, 538, 541, 544, 545, 547, 554, 555, 561, 565, 568, 571, 575, 583, 595;
B: 27, 31, 32, 33, 36, 60, 66, 89, 95, 96, 106, 124, 150, 166, 189, 196, 212, 214, 217, 225, 254, 255, 287, 305, 331, 344, 347, 348, 375,
387, 400, 428, 429, 430, 439, 465, 466, 469, 472, 482, 488, 535, 549, 55§, 566, 576, 577, 586, 598; C: 63, 502; D: 35, 37, 38, 49, 76,
101, 246, 251, 256, 369, 414, 447, 450, 452, 488, 496, 539, 567, 581; E: 199; F: 64; G: 15, 63, 266, 275, 480; H: 163, 288, 350, 423.
**Companies (*89, 214, 255, 344, 387, 488) presented single-year retained earnings and capital surplus statements with some of the cus-
tomary statements in comparative form. The reports of these companies disclosed beginning balances of retained earnings and/or capital sur-
plus restated to give effect to poolings of interests. Company *553 presented essentially similar information as the companies referred to
above except that retained earnings and capital surplus are a part of shareowners’ equity.
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RITTER PFAUDLER CORPORATION
Notes to Financial Statements

Consolidation: On November 1, 1965, the Ritter Corporation

and Pfaudler Permutit Inc. consolidated to form Ritter Pfaudler
Corporation. The new corporation issued one share of common
stock for each share of outstanding stock of the predecessor com-
panies, Earlier in 1965, the Ritter Corgoration acquired, by mer-
ger, M. F. Patterson Dental Supply Company of Delaware for
392,323 common shares.
. The financial statements for 1965 are presented on a pooling of
interests basis and accordingly include the operations of each of
the corporations and their subsidiaries. The statements for 1964
have been restated on a comparative basis.

Statement of Retained Earnings

Year Ended December 31, 1965 1964
Balance at Beginning of Year as Previously
Reported by: .

Ritter Corporation .................. $11,820,000
Pfaudler Permutit Inc. ................ 16,361,000
28,181,000

Retained earnings of M. F. Patterson

Dental Supply Company merged with
Ritter Corporation in April 1965 . ... 3,590,000

Combined Balance, Beginning of
Year .........cciiiiiiii.... $33,480,000 31,771,000

Net Income for the Year and, in 1964,
Special Credit of $275,000 ........... 7,972,000 6,389,000
$41,452,000 $38,160,000

UNION OIL COMPANY OF CALIFORNIA
Notes to Financial Statements

Merger with The Pure Qil Company: On July 16, 1965, all of
the outstanding common shares of The Pure Oil éompany (ex-
cluding treasury shares and shares for which dissenters’ rights
have been perfected) were converted on a share for share basis
into 9,954,515 shares of newly authorized $2.50 cumulative con-
vertible Preferred Shares, without par value. Each Preferred Share
is convertible at the option of the holder into 1.3 Common Shares;
such conversion rate is subject to adjustment upon the payment
of share dividends and certain other stated transactions. The Pre-
ferred Shares are callable on or after July 1, 1970 beginning at
$67 per share, declining one dollar each year down to $65 per
share. The Preferred Shares have voluntary and involuntary liquida-
tion values of $65 and $62.50 per share, respectively. Each Pre-
ferred Share is entitled to one vote on the same basis as each
Common Share, The stated value of such 9,954,515 Preferred Shares
is equivalent to the par value of $8-1/3 per share for the Common
Shares which would be issued if all such Preferred Shares were
converted into Common Shares.

For accounting purposes this transaction has been treated as a
“pooling of interests” and the accompanying financial statements
include The Pure Oil Company for 1964 and the portion of 1965
prior to the merger date, as though it had been a part of the
company throughout these periods. This restatement of data pre-
viously reported for 1964 increased reported net earnings for that
year by $31,518,000, Also, in combining the shareowners’ equity
of The Pure Qil Company at December 31, 1964, with that of the
company, net earnings retained in business was increased $395,-
438,000 and credits in excess of par or stated value of shares issued
was decreased $11,053,000. These adjustments include the effect of
retirement of Pure’s treasury shares, merger expenses, and the fair
value assigned to 85,519 shares for which dissenters’ rights have
been perfected.

Certain changes in accounting practices have been made as of
January 1, 1965, principally to conform policies previously followed
by Pure to those of Union. Such changes related primarily to
methods of accounting for exploration costs and losses, revisions
in depreciation and depletion practices, and in inventory valuations.
The changes had the effect of reducing 1965 net earnings about
$3,000,000 below amounts that would otherwise have been reported.
Also, certain reclassifications of accumulated depreciation, depletion,
and other allowances were made, the effect of which was not sig-
nificant on the financial statements. It was not practicable to re-
state corresponding 1964 data.

Restated to Include Prior Year's
Investment Credit in Income

THE ARUNDEL CORPORATION

Notes to Financial Statements

Note C: Federal income taxes as shown in the Statement of
Earnings include deferred taxes of $109,992 for 1965 and $95,275
for 1964 arising from different methods of reporting inventories
and depreciation for book and tax purposes.

The investment credit, following the flow-through method of ac-
counting, of $217,5§6 for 1965 and $131,114 for 1964 has been
treated as a reduction of Federal income taxes, This treatment
represents a change from amortization over the estimated useful
lives of assets acquired, which change had the effect of increasing
net earnings for 1965 by $190,604 and for 1964 by $112,827. The
effect for years prior to 1964 of $70,585 has been credited to
earnings retained as of January 1, 1964,

SKELLY OIL COMPANY
Financial Review

Effective with 1965, a change was made in reporting the in-
vestment tax credit as a reduction of income tax expense, instead
of amortizing the credit over the life of the related facilities, This
change was made to conform with the almost unanimous practice
of the petroleum industry. The amount of investment tax credit
applied in 1965 was $1,642,000; prior years’ figures have been
restated in amounts of $151,000 for 1964, $822,000 for 1963, and
$431,000 for 1962, to place them on a comparable basis,

Consolidated Statement of Earnings Employed in the Business
1965 1964

Balance at beginning of year—as previ-

ously reported ................... R S $253,457,623
Add—Restatement of prior years’ net in-
come related to investment tax credit —_— 1,253,225

Balance at beginning of year—as restated 270,569,761 254,710,848
Add—Net income for the year ....... 33,995,671 25,701,939
304,565,432 280,412,787

9,769,156 9,843,026

Deduct—Cash dividends—$2.00 per share

Balance at end of year (See Note 2 on
balance sheet) .................... $294,796,276 $270,569,761

Restated to Include Subsidiaries
Not Previously Consolidated

AMPCO METAL, INC.
President’s Letter

Operating Results: This is the first Annual Report that consoli-
dates the financial position and operations of Ampco Metal, Inc.
and its European subsidiaries.

Net sales for 1965 totaled $20,783,982 and produced a profit of
$1,149,214, This compares with $16,803,578 sales and earnings of
$790,582 during 1964 adjusted to reflect European consolidation.
Per share earnings were $2.46 as compared with $1.69 in the pre-
vious year also adjusted.

Thus it will be seen that sales increased 24% and earnings in-
creased 45%. These results again established an all time sales amd
earnings record for the Company. Consolidation of European sub-
;iéiigrielsg ggntributed 15¢ per share of the total as compared with

in 3

Notes to Financial Statements

Note 1: During the year, the Company adopted the policy of
consolidating foreign subsidiaries, The January 3, 1965, statements
have been restated to reflect all prior earnings of subsidiaries, after
provision for United States and foreign income taxes, since dates
of formation, No dividends have been received from these sub-
sidiaries since formation dates.

BORG-WARNER CORPORATION
President’s Letter

Foreign Results Consolidated: Because the results of major
foreign subsidiaries were consolidated for the first time in 1965,
%11 Higures for 1964 in this Report are re-stated on a comparable

asis.

The following summary shows the contribution of foreign and
domestic sales and earnings for the two years:

(Add 000’s)
1965 1964
Net sales, domestic ............. eeeeeeera $757,891 $719,255
Net sales, fOreign ........covvievennvennnanns 57,168 53,8
815,059 773,081
Net earnings, domestic .............. e 42,125 41,784
Net earnings, foreign ....................... 3,254 2,760
45,379 44,544

Earned per share, domestic ................. 4.46 4.46
Earned per share, foreign ................... 35 .30

$4.81 $4.76
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Notes to Financial Statements

Note 1: The accompanying consolidated financial statements in-
clude all divisions and_ subsidiary companies in Australia, Europe
and North America with the exception of B-W Acceptance Cor-
poration. The investment in this subsidiary is carried at net under-
lying asset_value and the results of its operations are included in
the consolidated statement of earnings. The carrying value of the
investment in other unconsolidated subsidiaries is adjusted through
earnings to the lower of cost or net underlying asset value.

Included in the amount of retained earnings at January 1, 1964
are retained earnings of foreign subsidiaries not previously con-
solidated totaling $7,284,234 representing the excess of the com-
pany’s equity in foreign consolidated subsidiaries over the cost at
January 1, 1964,

At December 31, 1965 net assets located outside the United
States and Canada approximated 6% of consolidated net assets.
Net sales of such operations approximated 8% of consolidated
net sales in 1965,

THE MEAD CORPORATION
Notes to Financial Statements

Note A: Basis of Consolidation—The accounts of domestic
subsidiaries, all of which are 100% owned, are consolidated in the
accompanying financial statements; foreign subsidiaries are not
consolidated.

Statements for 1964 have been restated to give retroactive effect
to consolidation of a wholly-owned subsidiary. This transaction did
not materially affect the financial statements since the investment
was previously recorded at equity in net assets, after appropriate
adjustments.

OTIS ELEVATOR COMPANY
Financial Review

Consolidation: In the interest of presenting a rounded picture
of the Company’s activities and particularly in recognition of the
significance of our international operations, the 1965 financial in-
formation has been compiled on a consolidated basis and the other
financial data contained in_this report has been similarly restated
on such basis. The consolidated financial data includes the ac-
counts of the Company and its subsidiaries, except for a relatively
immaterial international company acquired in late 1965. Investments
in two 50% owned companies and one less than 50% owned
company are carried at the Company’s equity therein, and changes
in equity are now reflected in the annual statement of income.
The accounts of the subsidiaries, all of which operate outside the
United States, are included on the basis of September 30 fiscal
year ends, except Canada, which is included as of December 31.
Foreign currencies have been converted into U. S. dollars at ap-
propriate rates of exchange. No provision has been made in the
accounts for additional U. S. and Foreign taxes which might be
payable on unremitted retained earnings of the subsidiaries.

Restated to Exclude Subsidiaries Previously Consolidated

THE DUPLAN CORPORATION
Notes to Financial Statements

Note 2; For purposes of comparison, the consolidated statement
of operations for fiscal 1964 has been restated to reflect separately
the net results of the two Canadian subsidiaries and of the K-D
Lamp Division, which were sold during that year. On December
7, 1964, the two Canadian subsidiaries were formally liquidated
and their net assets distributed to the parent. The net income of
the Canadian subsidiaries for fiscal 1965 comprises interest income
gnd certain expenses from October 1, 1964 to the date of liquida-

on,

Restated to Give Effect to Capitalization of Leases

ARVIN INDUSTRIES, INC.
Long-term Liabilities:
5.1% Sinking Fund Debentures, due 1990
—Note B ........................ $18,000,000
Obligations under lease agreements—net

of current portion—Note F .......... 3,165,000

' $21,165,000

Note F: Buildings Occupied Under Lease—The Company has
entered intg certain long-term leases for production facilities that
are essentially equivalent to instaliment purchases of property. The
practice was adopted, beginning in 1965, of capitalizing the build-
ings involved and reflecting the related long-term lease obligations.

The statement of financial condition at January 3, 1965, has been
restated in conformance with current practice. This change had
no significant effect on the net operating results of either 1964 or
1965.

Restated to Include Earnings of
Unconsolidated Subsidiaries in Income

ALLIED STORES CORPORATION
Notes to Financial Statements

Note A: As of February 1, 1964, the Corporation changed its
method of accounting for investments in unconsolidated subsidi-
aries (Allied Credit Corporation and Alstores Realty Corporation
and subsidiariesg) from cost to equity, thereby reflecting the earn-
ings of such subsidiaries in the earnings of the Corporation. The
financial statements for the year ended January 31, 1964 have been
restated giving retroactive effect to the change which increased
amounts previously reported as net earnings for the year ended
January 31, 1964 and retained earnings at the beginning of that
year by $747,671 and $4,260,664 respectively. Recognition of the
Corporation’s equity in earnings of unconsolidated subsidiaries in-
creased net earnings for the year ended January 31, 1965 by
$960,004.

If the unconsolidated subsidiaries were consolidated, the principal
effects on the financial statements as of January 31, 1965 would be:
elimination of investment in and advances to unconsolidated sub-
sidiaries $33,009,793, increase in property and equipment $188,775,-
117, increase in long-term debt $153,546,078, increase in invest-
ments and other assets $3,420,178, reduction in net current assets
$5,639,424 and elimination of the lease commitment to Alstores
§ealtyLCorporation and subsidiaries ($12,115,586) disclosed in

ote

HAMILTON WATCH COMPANY
Notes to Financial Statements

Note I: Basis of Consolidation—The consolidated financial state-
ments include Hamilton Watch Company and all subsidiaries in
the United States, its territories and Canada. Two subsidiaries in
Switzerland and one each in Belgium, England and Japan have
been treated as unconsolidated subsidiaries. All subsidiaries are
wholly-owned except the Japanese subsidiary which is 60 per cent
owned. The financial statements of the Canadian subsidiaries have
been translated into United States dollars at applicable rates of
exchange.

In the current fiscal year, Hamilton adopted the policy of stating
its investments in unconsolidated foreign subsidiaries, in the con-
solidated financial statements, at its equity_ in the underlying net
assets of the subsidiaries, and of reflecting its share of the net in-
come or losses of these subsidiaries in the consolidated statement of
income. The met earnings of unconsolidated foreign subsidiaries
are stated after elimination of inter-company profits, but without
provision for United States income taxes which may become pay-
able if such earnings are distributed as dividends. No dividends
were received from the unconsolidated subsidiaries in either year.
The consolidated financial statements for the year ended January
31, 1964 have been restated to reflect the retroactive adoption of
the aforementioned policy, resulting in an increase of $13,602 in
net income for that year and an increase of $409,081 in earnings
retained and reinvested in the business at February 1, 1963.

Restated to Give Effect to Recapitalization

THE PARKER PEN COMPANY
Notes to Financial Statements

Note 5: Change in Capital Stock—On June 25, 1964, at a spe-
cial stockholders’ meeting, the following changes in the capital
structure of the corporation were approved:

(a) Class A common stock and Class B common stock were re-
classified into one class of common stock, each share of which is
entitled to one vote; pre-emptive rights were waived;

(b) Par value of the common stock was changed from $2.00 to
$1.50 per share;

(c) Number of authorized shares of common stock was increased
to 2,500,000, and four shares of the new stock were issued in ex-
change for each three shares of the old stock.

Capital stock issued at February 29, 1964, in the accompanying
balance sheets has been restated to reflect these changes.

By Board of Director action the carrying value of all treasury
shares has been adjusted to par value, and the excess of $331,565
of cost over par value has been charged to paid-in surplus.
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Restated to Reflect Change in
Presentation of Treasury Stock

COLGATE-PALMOLIVE COMPANY

Notes to Financial Statements

Capital Stock: In 1965, the Company adopted the policy of
accounting for treasury shares (other than shares reserved for
distribution under the terms of the Executive Incentive Compen-
sation Plan) as if such shares were retired. Accordingly, earned
surplus at cember 31, 1964, as previously reported, has been
reduced by $8,886,000 to reflect the excess of cost over stated value
of common shares acquired prior to that date.

Restated to Reflect Changes
Retroactively in Reserve for Pensions

PENN FRUIT CO., INC.
Balance Sheet 1965 1964

Long-term debt—Note 3 .... $ 2,986,835 $ 3,319,888
Reserves for informal pensions
and other employee benefits
and for losses on leases . . . .
Deferred income taxes ......

1,007,685  1,304,541*
1,684,521 1,482,626

$13,719,683 $14,346,799*

*Restated-—see Note 5

Note 5: Employee Pensions—In fiscal 1965 the company made
contributions into the pension trust with a corresponding charge to
income of $107,000 which represents present service costs. At
August 28, 1965 unfunded past service costs were estimated to be
$880,000.

The company in 1964 changed from the pay-as-you-go method
to the accrual method of accounting for informal pension arrange-
ments by recording at present value the estimated future payments
to all retired employees under informal pension arrangements. How-
ever, subsequent deaths created material unneeded reserves for such
future payments in the amount of $332,000 net of $306,000 esti-
mated income tax benefits, The financial statements for fiscal 1964
have been restated to give retroactive effect to these events, This
restatement had no effect on net income for fiscal 1964 or 1965.

Restated to Reflect Retroactively (a) The Transfer of the
Unamortized Investment Credit from Accumulated
Depreciation to Deferred Investment Credit (Above
Stockholders' Equity), and (b) The Change in the Income
Statement by Inclusion in Federal Income Taxes

Instead of in Depreciation Expense

NATIONAL BISCUIT COMPANY

Financial Position Statement 1965 1964
Total Assets Less Current Li-
abilities ............... $277,697,000 $261,480,000
Deduct:
434 9, subordinated deben-
tures, due April 1, 1987 36,495,000 36,497,000
Deferred income taxes and
investment credit .. ... 10,542,000 8,093,000

Excess of Assets Over Lia-
bilities ................ $230,660,000 $216,890,000

Notes to Financial Statements

Investment Credit: While continuing to amortize the investment
credit over the lives of the qualifying assets, the Company changed
its method of presentation in 1965. In the statement of income
and retained earnings, amortization of the credit is now reflected in
federal and foreign taxes on income. The deferred portion of the
investment credit, formerly charged to depreciation expense and
credited to federal and foreign taxes on income, is no longer re-
flected in these accounts. In the statement of financial position the
unamortized balance has been transferred from allowances for de-
preciation to deferred investment credit. Results for 1964 are re-
stated for comparability. The change in presentation has no effect
on net income.

Restated to Reflect Retroactively U. S. Government
Contract Pricing Adjustments

VARIAN ASSOCIATES
Notes to Financial Statements

. Note 2: Contract Pricing Adjustments—Provision has been made
in the accounts for all expected adjustments that may result from
government audit or price redetermination in connection with cer-
tain cost reimbursement and price redeterminable contracts with
government agencies. During 1964 the government applied certain
practices regarding pricing of fixed-price contracts which affected
several of the company’s completed contracts. Consequently, the
company provided for anticipated price adjustments by means of
an extraordinary charge of $425,000 net of income taxes against
1964 income. During 1965 it was determined that the price adjust-
ments would be less than originally anticipated. Accordingly, this
extraordinary charge was reduced by $266,000 and 1964 income in
the accompanying financial statement has been adjusted to reflect
this reduction.

Reclassification of Accounts

BROCKWAY GLASS COMPANY, INC.
Income Statement
Fiscal Years Ended
September 30,

1965 1964*
Net Sales ................ $113,515,265 $65,849,364
Costof sales .............. 97,723,363 53,568,072
Selling, general and admin-
istrative expenses ........ 7,838,792 5,242,844
105,562,155 58,810,916
Operating Profit .......... 7,953,110 7,038,448
Interest expense ........... 401,286 311,249
Other deductions .......... 17,511 11,889
Interest earned ............ 185,505 5,129
Other income ............. 161,356 65,438
Net income before provision
for income taxes ........ 7,881,174 6,785,877
Provision for federal and state
income taxes (Note 1) .. .. 3,495,700 3,197,269
Net Income Before Special
Ttem ....... ........... 4,385,474 3,588,608
Special item (net after income
tax):
Add: Loss incurred in op-
eration of Hazel-Atlas
glass plants purchased
from Continental Can
Company, Inc. charged
to a reserve for anticipat-
ed losses created therefor,
as provided by terms of
the Purchase Agreement
(Note 5) ............ 326,888

Net Income for the Year .... $ 4,712,362 $ 3,588,608

*Reclassified for comparative purposes.

ST. REGIS PAPER COMPANY
Notes to Financial Statements

Note 1: Principles of Consolidation—The consolidated financial
statements include the accounts of St. Regis Paper Company and
all wholly-owned subsidiaries operating in the United States and
Canada., Wholly-owned subsidiaries operating solely in countries
other than the United States and Canada and all partially-owned
companies are shown as investments,

In 1965, credit from foreign exchange conversion is included in
deferred items in the consolidated balance sheet; the 1964 credit,
previously included in current liabilities, has been reclassified to
conform to the 1965 presentation.
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COLONIAL STORES INCORPORATED

Statement of Consolidated Earnings

Year (52 weeks) ended January 1, 1966 with compara-
tive figures for year (53 weeks) ended January 2, 1965

1965 1964*
Net sales .............. $493,672,948 $480,305,705
Costof sales ............ 386,268,314 378,219,817
Selling, general and admin-
istrative expenses ...... 95,574,161 91,889,875
481,842,475 470,109,692
Operating profit 11,830,473 10,196,013
Other income (net) — gain
and loss on disposal of
equipment, interest and
sundry receipts ........ 503,167 645,752
12,333,640 10,841,765
Interest expense on long-
term debt ............ 595,580 642,252
Profit before Federal
income taxes and in-
vestment credit 11,738,060 10,199,513
Provision for Federal in-
come taxes (Note 4):
Current (net of invest-
ment credit: 1965,
$418,020; 1964,
$469,194) ... ... 5,130,277 4,324,702
Deferred — through
use of accelerated
depreciation for tax
purposes ......... 260,353 267,000
Amortization of invest-
ment credit ...... (65,425) (129,979)
Total provision for Federal
income taxes ......... 5,325,205 4,461,723

Net earnings ............ $ 6,412,855 $ 5,737,790

*Certain amounts for 1964 have been reclassified to conform with
classifications adopted in 1965.

SEC PROXY RULE 14a-3

The Securities and Exchange Commission in its regu-
lations governing solicitation of proxies, states in part,
in Rule 14a-3(b) that

Any differences, reflected in the financial state-
ments in the report to security holders, from the prin-
ciples of consolidation or other accounting principles
or practices, or methods of applying accounting prin-
ciples or practices, applicable to the financial state-
ments of the issuer filed or proposed to be filed with
the Commission, which have a material effect on the
financial position or results of operations of the issuer,
shall be noted and the effect thereof reconciled or
explained in such report. Financial statements includ-
ed in the report may, however, omit such details or
employ such condensation as may be deemed suitable
by the management, provided that such statements,
considered as a whole in the light of other information
contained in the report shall not by such procedure
omit any material information necessary to a fair
presentation or to make the financial statements not
misleading under the circumstances.

Eighteen companies, of the 600 companies surveyed,
explained differences between the treatment or presen-
tation of certain accounting facts as reported to security
holders and the treatment accorded the same items in
filings with the commission. Other companies may have
furnished information of a similar nature in their an-
nual reports to stockholders, but without reference to
proxy rule 14a-3 or to the commission.

Explanation given for the differences in treatment
may be summarized as follows:

Number of
Companies

Explanation*

A: A different classification of costs and
expenses reported to the SEC 8
Separate statements filed with the SEC
for 50% owned domestic and/or
foreign affiliated companies 3
C: Separate statements filed with the SEC
for domestic and/or foreign subsidi-
aries, and/or affiliated companies 2
D: Wholly-owned real estate subsidiaries
consolidated in reports to the SEC it
E: Costs of discontinuing and disposition
of facilities (net after taxes) charged
to income for financial reporting pur-
poses; but to be deducted as a spe-
cial charge after the determination
of net income in reports to the SEC 1
F: Reserves for contingent taxes on in-
come and foreign business risks as
disclosed in the report to stockhold-
ers, classified as part of shareowners’
equity in reports filed with the SEC 1
G: Change in valuation of investments in
subsidiary and affiliate from cost to
equity in underlying net assets, net
of income taxes, reported in retained
earnings in financial statements, but
as special credit in the earnings state-
ment in company’s report to SEC 1
H: Write-off of investment to retained
earnings, shown as a special charge
after the determination of net income
in the company’s report to the SEC 1

Total E—

*Refer to Company Appendix Section—A: 67, 259, 261, 352, 356,
360, 382, 487; B: 59, 111, 538; C: 365, 463; D: 494; E: 248;
F: 197; G: 408; H: 388.

Examples of some of the disclosures of differences
between financial reporting and reporting to the Securi-
ties and Exchange Commission are set forth below.



34 Section 1: Financial Statements

Examples

ASSOCIATED DRY GOODS CORPORATION
Notes to Financial Statements

Note 1. Securities and Exchange Commission Annual Report—
In the Corporation’s annual report to the Securities and Exchange
Cox}arﬁlssmn, the details of costs and expenses will be reclassified
as follows:

Cost of sales (including buying and occupancy costs) $319,088,144
Selling, general and administrative expenses ......... 112,341,937
Interest and debt expense ..............coviueenn.. 2,387,598

$433,817,679
In addition, wholly-owned real estate subsidiaries will be consoli~
dated. The principal effect of this treatment is to eliminate the
investment in the_ subsidiaries aggregating $25,430,554, to increase
property and equipment in the amount of $63,729,703 and to in-
crease long-term debt in the amount of $37,552,890.

BUCYRUS-ERIE COMPANY
Investments and Other Assets—at cost:
Ruston-Bucyrus, Limited — 50% owned —
Note B .............iuiiiia.. $1,562,200
303,427

$1,865,627

. Note B: Investment in Ruston-Bucyrus, Limited—Based on pre-
liminary figures, pending completion of the annual audit, the
Company’s equity in undistributed earnings of Ruston-Bucyrus,
Limited (a foreign affiliate) from date of acquisition (equivalent
to the excess of its equity in net assets of that Company over cost
of investment) amounted to $18,523,493 at December 31, 1965,
and $17,081,864 at December 31, 1964. The Company’s equity in
the net earnings of Ruston-Bucyrus, Limited for 1965 and 1964
approximated $2,755,000 and $1,895,000, respectively. Separate
financial statements of Ruston-Bucyrus, Limited are included in
reports filed with the Securities and Exchange Commission,

DRESSER INDUSTRIES, INC.
Above Stockholders’ Equity
Reserves for Contingent Taxes on Income and
Foreign Business Risks (Classified as part
of shareowners’ equity in reports filed with
the Securities and Exchange Commission) . $9,100,000

GENERAL MILLS, INC.

Earnings Employed in the Business
Earnings in Excess of Dividends ........ $10,240,928
Extraordinary costs arising from withdrawal

from portion of the flour milling business,

1965, and from liquidation of electronics

and oilseeds operations, 1964 (Note 8) . 12,764,000
Excess of redemption cost over par value of
preferred stock (Note 9) ............ 3,598,937

Net Increase (Decrease) in Earnings Em-
ployed in the Business .............. $(6,122,009)

Note 8: Extraordinary Costs—On June 3, 1965, the Board of
Duectors_autborlzed the company to withdraw from a major por-
tion of its flour milling business. Costs of discontinuing such
operations and disposing of facilities no longer required have
been estimated at $12,764,000 (after income tax credits of $10,-
443,000). This amount was provided from earnings employed in
the business in the fiscal year ended May 30, 1965, but will be
shown as a special charge after the determination of net income
in the company’s annual report (Form 10-K) filed with the Securi-
ties and Exchange Commission.

GOLDBLATT BROS., INC.
Notes to Financial Statements

Note 4: In the Company’s Form 10K filed with the Securities
and Exchange Commission, cost of goods sold, buying and occu-
pancy expenses were $113,032,818, and $100,471,490, and selling,
general and administrative expenses were $36,916,855 and $34,850,-
875 in fiscal years 1964 and 1963 respectively.

R.H. MACY & CO., INC.
Notes to Financial Statements

Note 6: Costs and expenses of retail ope}'ations are reported to
the Securities and Exchange Commission in accordance with its
requirements as follows:

Cost of goods sold, including occupancy and buying

COSES ...ttt ettt $507,309,302
Selling, publicity, general, and administrative expenses 121,167,549
Provision for doubtful accounts ................... 3,693,791

$632,170,642

MUNSINGWEAR, INC.
Earnings Retained for Use in the Business

Balance at beginning of year ............ $14,096,860

Net earnings for the year ............... 2,822,164
16,919,024
Deduct:
Cash dividends paid by Munsingwear, Inc.:
Common stock—$1.25 per share ($1.20
in 1964) ........ .. ... ... ... ..., 1,109,945
Write-off of investment in 6% Rose Marie
Reid convertible subordinated deben-
tures (Note 6) .................... 2,100,000
3,209,945
Balance at end of year (Note 2) ......... $13,709,079

Note 6: Rose Marie Reid has discontinued operations and the
$2,100,000 subordinated debentures which Munsingwear holds are
considered of no value. Accordingly, these debentures have been
written off by charging earnings retained for use in the business.
This amount will be shown as a special charge after the determina-
tion of net income in the Company’s annual report (Form 10-K)
filed with the Securities and Exchange Commission.

NOPCO CHEMICAL COMPANY
Retained Earnings

Bz:ilgnce at beginning of year ............ $ 7,074,159
Add:

Net earnings for the year ............. 3,631,423
Equity in undistributed earnings of foreign
subsidiary and 50% owned foreign com-

panies applicable to prior years (Note 2) 145,733

3,777,156

$10,851,315

Note 2: Investment in Foreign Subsidiary and 50% Owned Com-
panies—The Company’s investments in its unconsolidated Swiss
subsidiary and in 50% owned foreign companies are stated at
equity in the underlying net assets after provision for United States
income taxes that would be payable if the net assets were dis-
tributed to the Company. At December 31, 1964, these investments
were stated at cost.

The increase in the equity in the net assets of these companies
for the current year of $130,095 has been included in net earnings.
The adjustment to these investments applicable to prior years of
$145,733 ($92,065 applicable to 1964) has been credited to re-
tained earnings; such amount will be included as a special credit
in the statement of consolidated earnings in the Company’s annual
report to the Securities and Exchange Commission.

REPUBLIC STEEL CORPORATION
Notes to Financial Statements

Note C (in part): Associated Companies—The Corporation’s
investments include $27,964,505 representing the carrying amount
of capital stock of Reserve Mining Company (representing a 50%
interest) and of other funds furnished to Reserve by the Cor-
poration. The other 50% capital stock interest is owned by Armco
Steel Corporation. Separate financial statements for Reserve are
included in reports filed annually with the Securities and Exchange
Commission.

SEARS, ROEBUCK AND CO.
Notes to Financial Statements

Note 8: Costs and Expenses-——The Company’s costs and expenses
are classified as follows in its annual reports to the Securities
and Exchange Commission:

Cost of sales, buying and occupancy expenses ..
Selling, administrative and general expenses ......
Provision for doubtful accounts and increase in al-

.. $3,539,218,701
1,545,304,211

lowance for collection expenses ................ 38,826,837
Interest €XPENSE . ........c.vverernennenneennanns 49,577,109
Contribution to The Savings and Profit Sharing Pen-

sion Fund ............. .. i iiiieiiiiiaen 59,335,749

Total Costs and Expenses .............. $5,232,262,607



Section 2 BALANCE SHEET
SOME CHANGES AND TRENDS IN 1965 REPORTS
Table or
Page Number

NEW— Trade Receivables Table was expanded to show in

what part of report trade receivables were presented  Table 6
NEW.— Unearned Discounts, Finance Charges and Interest

should be deducted from related receivables, per

Accounting Principles Board Opinion No. 6 p. 45
TREND—  Uncollectible Accounts — There was a noticeable

growing trend in the use of allowance to describe

uncollectible accounts, either by itself, or combined

with other descriptive terms such as doubtful ac-

counts, or losses Table 7
TREND—  Accumulated Depreciation was the term most used

to express wear and exhaustion of facilities Table 18
TREND—  Unconsolidated Subsidiaries and Affiliated Companies

— There was a continuation of the trend of valuing

these investments at equity in net assets Table 21

35
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CASH

The balance sheets of the 1965 survey companies
show a change in the trend of presenting the cash ac-
counts simply as “cash” in the current asset section. In
the 1960 reports 549 companies reported their cash in
this manner which was the culmination of the trend that
had been moving in that direction. In the current year,
however, the number has dropped to 481, and a trend
towards the disclosure of a portion of the cash as hav-
ing been segregated into interest-bearing time deposits
or short-term notes or securities is indicated. Thus, as
may be noted in Table 1, more companies are describ-
ing their liquid current assets as “Cash including time
(and/or certificates of) deposits” or are showing sepa-
rately both cash and time (or certificates of) deposits or
such other descriptions as will indicate that they are
taking advantage of the current higher interest rates be-
ing paid by the banks.

The description formerly predominant, “cash in banks
and on hand” or some variation of the phrase, seems to
be falling into disuse. Table 1, which goes back only to
1951, shows that it was used by 158 companies in that
year while in 1965 the number had dropped to 9.

SEGREGATION OF CASH AND/OR SECURITIES

Accounting Research and Terminology Bulletins,
Final Edition, issued in 1961, included the 1953 revi-
sions and restatements of earlier bulletins, with all
subsequent bulletins issued by the committees on ac-
counting procedure and accounting terminology of the
American Institute of Certified Public Accountants.
That publication, in its discussion of Working Capital
(Chapter 3, Section A), treats of the nature of current
assets and indicates the exclusion from that classifica-
tion of such resources as “cash and claims to cash which
are restricted as to withdrawal or use for other than cur-
rent operations, are designated for expenditure in the
acquisition or construction 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 cur-
rent 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 classification.”

Table 2 refers to those survey companies which in-
dicated in their financial statements that certain cash
and/or security items were segregated, excluded from,
or offset within the balance sheet. This table indicates

TABLE 1: CASH—CURRENT ASSETS

Balance Sheet Description* 1965 1961 1955 1951

A: Cash ................... 481 541 505 435
B: Cash in banks and on hand . 8 17 58 103
C: Cash on hand and demand
deposits ............... 1 2 14 26
Demand deposits in banks
and cash on hand ....... — 2 8 19
Cash and demand deposits . — 3 2 1
D: Cash including time and/or
certificates of deposit .... 43 11 1 1

E: Cash and certificates of de-
posit including accrued in-
terest, shown separately .. 5
Cash and time or certificate
of deposit shown separately 24
Cash and marketable securi-
ties ................... 13
H: Cash and short-term notes or
securities .............. 15
Cash on deposit (or in
banks), in transit, and on
hand ............... ... —_
Cash on hand and on deposit —
Bank balances and cash funds —
I: Cash and U. S. Government
securities .............. 3
J: Cash—demand deposits and
time deposits shown sepa-
rately
K: Cash, and interest-bearing
bank deposits, shown sepa-
rately
L: Cash, and time deposit and
commercial notes, shown
separately
M: Cash in banks and on hand
and certificates of deposit
shown separately ....... 3 - - —
N: Cash including time and/or
certificate of deposit and
U. S. Government securities 1
Various other ............ —

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

*Refer to Company Appendix Section—A: All 600 companies not
specifically listed below under other captions; B: 25, 243,
246, 269, 312, 406, 576; C: 440; D: 20, 22, 55 58, 74 82, 106,
110, 153, 155 165 188 193, 196 203, 222 228 260 263, 294,
299, 306, 316, 323 340 342 395, 396 408, 444 458 467, 470,
479, 489, 498 506 518 532 534 561 564 568 E’ 105, 191,
296, 423, 448; F: 1 5, 2 35 67, 147, 154, 181, 195, 211, 218,
240, 265, 302 319, 354 361 419 432, 459, 486, 542, 545, 58S;
G 45 59 97 122 208 237 287 344 369 374 399 451, 525;

26 145 162 213 253 284 320 364 416 447 465 469, 480,
513, 5130; I: 137, 281, 476; J: 279; K. 377; L: 551; M: 28 31,
573; N: 95.
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the nature of the cash restriction or segregation and
provides complete references to the related companies.

The different purposes for which cash and/or securi-
ties were segregated and the related treatment in the
balance sheet are also summarized in Table 2. Cash
and securities are considered to be segregated in the
balance sheet, for the purposes of this study, when cash
and/or securities, or funds, are mentioned in the bal-
ance sheet as segregated or indicated to be segregated,
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or through references in the balance sheet to explana-
tory notes or to other sources of information.

Examples

In connection with the excerpts from financial state-
ments presented herein as examples, it should be noted
that, for the most part, the statements from which they
are taken were prepared in comparative (two-year)
form; but, because of space limitations, etc., only the
current year’s figures are used. Hence, since it is our
endeavor to present these excerpts without change, cer-
tain parts may not be applicable. The notes or other
references cited are reproduced only when they are per-
tinent to the subject or topic under review.

The following are examples of descriptive captions
used for cash and security segregations as disclosed in
the 1965 annual reports.

Plant Expansion, Etc.

AMERICAN SAINT GOBAIN CORPORATION
Noncurrent Assets

Plant Improvement Fund—Certificates of de-
POSit ... $3,000,000

CELANESE CORPORATION OF AMERICA
Noncurrent Assets

(Thousands
of Dollars)
Funds Set Aside for Construction of Facilities
(Note 4) ........ ... ... $23,863

Notes to Financial Statements

Note 4; Funds Set Aside for Construction of Facilities—Funds set
aside for construction of facilities represent prmclpally proceeds
from the sale of bonds by a Canadian subsidiary which are in-
vested by the trustee under the debt instrument until required for
construction expenditures.

UNION BAG-CAMP PAPER CORPORATION
Noncurrent Assets
Property:

Plant property and equipment—at cost . $317,217,099

Less accumulated depreciation ........ 160,631,804

Net plant property and equipment .. 156,585,295

Timberlands and equipment—at cost .. 52,778,091
Less accumulated depletion and depre-

ciation ..................... 26,505,650

Net timberlands and equipment ... 26,272 441

Funds set aside for plant additions held
by trustee 37,097,493

Net Property ................ $219,955,229

UNITED STATES STEEL CORPORATION
Noncurrent Assets
Miscellaneous investments, at cost less esti-
mated losses ...................... $ 108,415,770
Marketable securities, at cost (approxi-
mates market), set aside for property

additions and replacements .......... 655,000,000
Plant and equipment, less depreciation

(details on page 25) .............. 2,714,086,077
Operating parts and supplies .......... 50,680,686
Costs applicable to future periods ... ... 54,327,039

Total Assets Less Current Liabilities ... $4,473,099,192

TABLE 2: SEGREGATION OF CASH AND/OR SECURITIES

Cur- Noncur-
I: Purpose and Balance rent rent 1965
Sheet Presentation* Asset  Asset Total
A: Plant expansion, improve-
ment, or replacement
funds ................ — 13 13

B: Insurancg, workmen’s com-
pensation, pension or oth-
er employee funds ..... — 9 9

C: Debentures or preferred

stock retirement or re-
demption ............. 1 2 3
D: Retirement of long-term debt — 1 1

E: Purchase of company’s com-
mon stock ............ — 1 1

F: Restricted to performance
under contracts ........ — 2 2

G: Deposited with trustee un-
der appeal bonds ...... — 1 1
H: Security for notes payable . — 1 1
I: Security under leases ..... — 2 2
J: Customers’ funds ........ 1 1 2
K: Working or other funds .. — 1 1
Total .......... 2 34 36
II: Number of Companies* with 1965 1960 1955

L: Cash segregated in noncur-
rent assets ............ 14 22 39

M: Cash segregated in current
assets ................ 2 7 9

N: Cash excluded from the bal-
ance sheet ............ 2 3 6

Cash offsetting a liability ac-
count ................ —_— 1 4

Securities segregated in non-
current assets ......... 12 8 6

P: Both cash and securities seg-

regated in noncurrent as-
sets ............ .. ..., 6 3 —
Total .......... 36 44 64

No reference to cash segregation
or exclusion .............. 564 556 536
Total .......... 600 600 600

*Refer to Company Appendix Sectxon-——A 41 59, 122, 125, 194,
297, 310, 316, 338, 354, 464, 551, 569; 43 45, 100, 171, 243,
246 280 347 478 C: 134, 147, 446; D 443 E: 181 F: 234,
478 G: 283; H: 562 I: 138 373 J: 443; K: 126, 159 L: 41,
59, 122, 125 134 147 194, 246 297 310 443, 464 551 562
M: 126 446 280, 440; "0 43, 45 100 138 181 234 316
354, 373, 433 569 P 159 171, 283 338 347, 478.

DOUGLAS AIRCRAFT COMPANY, INC.
Noncurrent Assets
Property, Plant, and Equipment—Note B:

Buildings, equipment, etc—at cost .... $192,900,790

Less allowances for depreciation ...... 107,148,153

$ 85,752,637

Land—at cost ..................... 8,624,290
Tooling allocable to airplanes not yet re-

leased for production ............. 3,006,918
Funds held for additional construction

and property acquisitions .......... 6,939,157
Total Property, Plant, and Equip-

ment . ..........c..iini... $104,323,002
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MARATHON OIL COMPANY
Noncurrent Assets
Investments and Other Assets—on the basis

of cost:
Investments and advances — affiliated
COmMPANIes . ............c0ein.n. $35,489,000
Short-term investments allocated for
construction of plant and equipment . 44,091,000
Other assetS ..........c.ovvvveuennn 14,989,000
$94,569,000

REVERE COPPER AND BRASS INCORPORATED
Noncurrent Assets

Funds Held by Trustees for Construction
Projects (Note B) ................... $55,981,547
Notes to Financial Statements

Note B: Funds Held by Trustees and Long-Term Lease Obliga-
tions—During 1965, the Company entered into agreements with
The Industrial Development Board of Scottsboro, Alabama, and
with Jackson County, Arkansas, which provide for constructing,
equipping and leasing of new mill facilities. The Scottsboro_ project
consists of a new aluminum rolling mill and related facilities esti-
mated to cost $55,000,000; the Jackson County (Newport) project
represents an expansion of aluminum foil rolling mill facilities
estimated to cost $4,200,000. The cash proceeds of the two indus-
trial development revenue bond issues (aggregating $59,200,000
principal amount) sold by the Scottsboro and Jackson County
governmental agencies are restricted to the payment of the con-
struction costs of such facilities. At December 31, 1965, the un-
expended bond proceeds held by the Trustees were invested princi-
pally in time deposits and short-term commercial paper.

The Scottsboro project is to be leased to the Company upon
completion (but no later than January 1, 1968) to July 1, 1987;
the Newport project was leased to the Company effective March
1, 1965 to December 1, 1984, Semi-annual rentals are to be in
amounts sufficient to pay the interest and debt retirement require-
ments of the respective bond issues. Such interest costs during
construction of the Scottsboro project are to be included in con-
struction costs,

The Company has options to purchase the Scottsboro project
(from July 1, 1975 to termination of the lease) and the Newport
project (from December 1, 1974 to termination of the lease) for
an amount in each instance which will be sufficient to retire and
redeem all outstanding bonds of the applicable issue. Both trans-
actions are being treated for accounting and tax purposes as proj-
ects being constructed and owned by the Company. Debt retire-
ment requirements to be included in rental payments aggregate
approximately $2,000,000 beginning in 1968 and increase approxi-
mately $100,000 annually thereafter through 1987,

Insurance Funds, Efc.

THE AMERICAN SHIP BUILDING COMPANY
Noncurrent Assets
Investments and Other Assets:
United States Treasury Bonds, pledged with
United States Department of Labor in con-
nection with workmen’s compensation guar-

antees, at cost (quoted market: 1965,
$253,588—1964, $265,444) ........... $274,482
Miscellaneous receivables and investments 451,838
Total Investments and Other Assets ......... $726,320

THE BORDEN COMPANY
Noncurrent Assets
Other Assets (at cost):
Investments and advances:
Foreign subsidiary companies ....... $16,082,756

Domestic associated companies ...... 3,906,063
Securities on deposit (Pursuant to Work-

men’s Compensation Laws, etc.) ..... 1,570,824
Mortgages, receivables, etc. ........... 12,873,854

“Total Other Assets ............. $34,433,497

AMERICAN SUGAR COMPANY
Noncurrent Assets
U.S. Government Bonds, at lower of cost or
market:
Long-term investments .............. $2,542,534
Segregated as a pensionfund .......... 1,067,280

$3,609,814

CRADDOCK-TERRY SHOE CORPORATION
Noncurrent Assets

Other Assets:
Pension trust fund (Note 3) .............. $259,311
Cash value of life insurance policies (Ma-

turity value $600,000) ................ 97,331

Corporate stock, notes, real estate and sundry
ASSELS ... i 18,044
$374,686

Notes to Financial Statements

Note 3: The funds and securities deposited with the trustees of
the Pension Trust Fund, a revocable trust with no restrictive cov-
enants, are available for general corporate purposes at the pleasure
of the Board of Directors.

GENERAL CABLE CORPORATION
Noncurrent Assets
Other Investments:
U. S. Government and municipal securities
deposited under state labor and insurance
laws—at cost .............ccounnn. $ 266,818
Other (Note 1, page 12) ............... 5,931,316

$6,198,134

THE HARSHAW CHEMICAL COMPANY
Notes to Financial Statements

Note D: Profit Sharing Plan—The Company has a Profit Sharing
Plan for the benefit of its key employees, including officers. The
Plan provides that payment of portions of some of the allocations
made under the Plan shall be deferred and that the funds so de-
ferred shall be held in a Deferred Bonus Fund which is intended
to be used primarily for the purchase of Common Stock of the
Company in the open market, Distributions from the Fund are
to be made to each participating employee in one or more payments
during a period not exceeding ten years from date of retirement.
Distributions are to be made only after the retirement of an em-
ployee, and then only if he shall have complied with the other
provisions of the Plan. The Deferred Bonus Fund at September
30, 1965, consisting of cash on deposit of $116,646 and 49,726
shares of Common Stock of the Company purchased at a cost
of $1,185,880 is not included in the balance sheet. Allocations of
Fund assets have been made to accounts with contingent bene-
ficiaries, The Plan may be terminated or changed at any time by
the Company, but that portion of the Fund accumulated and held
in a contingent beneficiary’s individual account prior to_the effec-
tive date of termination or change shail not be affected thereby.

LONE STAR CEMENT CORPORATION
Noncurrent Assets
Special Funds and Other Investments:
Self-insurance funds—cash and investments $3,635,989

Other investments .................... 5,414,267
$9,050,256
ST. JOSEPH LEAD COMPANY
Noncurrent Assets
Other Assets:
Securities on deposit with Governmental agen-
CIBS o it e $963,429
Cash and marketable securities—Fire insur-
ance Fund (see contra) ............... 360,574
Noncurrent Liabilities
Reserves:
Injury claims and workmen’s liability insur-
ANCE . it $612,679
Employees life insurance and retirement .... 250,061
Fire insurance (see contra) .............. 360,574
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Various Purposes

CENTRAL SOYA COMPANY, INC.
Current Assets
Cash (includes customers’ segregated funds—
$125,265 in 1965 and $125,087 in 1964) $10,100,542

CHOCK FULL O'NUTS CORPORATION
Noncurrent Assets

Deferred Charges, Debenture Purchase Fund
and Other Assets (Notes 5and 7) ........ $877,541
Notes to Financial Statements

. Note 7: The debentures are convertible at their principal amount
into common stock at $28.50 per share and 227,400 shares of com-
mon stock have been reserved for such conversions, The conver-
sion price is subject to adjustment under certain conditions. At
July 31, 1965, the Company held in the treasury $86,200 of deben-
tures which have been deducted from the amount outstanding.

The terms of the indenture provide for (a) a purchase fund
requiring deposits, in each year to July 31, 1966, aggregating the
greater of $150,000 or 5% of consolidated net income for the pre-
ceding fiscal year for the purchase of debentures at principal amount
or less, (b) a sinking fund commencing February 1, 1967 to retire
annually 5% of the aggregate principal amount of debentures out-
standing at December 1, 1966, and (c) certain restrictions on pay-
ments of cash dividends and acquisitions of the Company’s stock.
At July 31, 1965, approximately $7,035,000 of consolidated retained
earnings was free of such restrictions.

CITY STORES COMPANY
Noncurrent Assets
Investments and Other Assets:
Investments in and net receivables from un-
consolidated subsidiaries—Note A and
page 8 ... ... $3,584,462
U. S. Government securities deposited as

security under leases ................ 223,588
Mortgages receivable, sundry investments
and other items .................... 1,041,195
$4,849,245
CURTISS-WRIGHT CORPORATION
Noncurrent Assets
Marketable securities, segregated for pur-
chase of the Company’s common stock
(Note 5) ....... .. i, $32,000,000

Notes to Financial Statements

Note 5: In connection with a tender offer made to its share-
holders in December, 1965, the Corporation acquired in February,
1966, 1,000,113 shares of its common stock at $32 per share for
its treasury, To assure an orderly liquidation of a sufficient amount
of its marketable securities portfolio to pay for such stock, the
Corporation has arranged a short-term loan of $32,000,000. The
loan js to be repaid as funds become available from sales and
redemptions of marketable securities during 1966,

PHILADELPHIA AND READING CORPORATION
Noncurrent Assets
Investments Appropriated for Retirement of
Long-Term Debt, at amortized cost (ap-
proximate market) .................. $11,379,000

THE PITTSTON COMPANY
Noncurrent Assets
Segregated Currency and Cash Items and
Change Funds Advanced by Customers—
COMETA ..\ ottt et $1,877,900
Noncurrent Liabilities
Amounts Payable to Banks under Special
Agreements and Liability for Change Funds
Advanced by Customers—contra ........ $1,877,900

POOR & COMPANY
Current Assets
Cash on deposit with debenture sinking fund
TTUSEEE . .ottt e $213,589

HAZELTINE CORPORATION
Noncurrent Assets
United States Government securities at cost
plus accrued interest, including cash of
$21,661, held by Trustee under supersedeas
appeal bonds (Note 1) ................ $5,000,000

Note 1: In Hazeltine Research, Inc, v. Zenith Radio Corporation,
the United States District Court for the Northern District of Il-
linois, Eastern Division, entered judgments against Hazeltine Cor-
poration and its wholly-owned subsidiary, Hazeltine Research, Inc.,
in the amounts of $19,042,173 on April 5, 1965 and $15,919,458 on
December 13, 1965, plus costs and attorneys’ fees in an amount
to be fixed by the Court. Said judgments were entered in response
to the counterclaim of Zenith, in that patent infringement litiga-
tion, alleging a violation of federal antitrust laws in connection
with a claimed international conspiracy to exclude Zenith from
certain foreign markets. Enforcement of said judgments has been
stayed by orders of the District Court, pursuant to which Hazeltine
Corporation and Hazeltine Research, Inc. executed Supersedeas
Appeal Bonds. Under these bonds, Hazeltine Corporation deposited
with The Northern Trust Company, Chicago, Illinois, as trustee,
as security for its possible liability, all of its patents, and United
States Government securities in the amount of $2,400,000. Hazeltine
Research, Inc. deposited with the same trustee all of its patents
and such securities in the amount of $2,600,000. Said deposited
assets are to be held by the trustee until both judgments are either
affirmed or modified and satisfied, or reversed or vacated, as to each
company, respectively, Under said Supersedeas Appeal Bonds, each
company is permitted to administer its own patents and to collect
the income from the patents and securities deposited by it while
its assets are held by the trustee. Under the provisions of the
Supersedeas Appeal Bonds, Hazeltine Corporation’s deposited assets
are to be returned to it by the trustee in the event that both the
judgments against Hazeltine Corporation are reversed or_vacated,
regardless of the status of the judgments with respect to Hazeltine
Research, Inc. The orders of the District Court staying enforcement
of said judgments required that neither Hazeltine Corporation nor
Hazeltine Research, Inc. pay any dividends during the pendency
of said stay orders, Separate notices have been filed in the United
States Court of Appeals for the Seventh Circuit by Hazeltine Cor-
poration, appearing specially, and by Hazeltine Research, Inc., ap-
pealing from said judgments.

THE UNITED PIECE DYE WORKS
Noncurrent Assets

Cash Collateral (Note 2) .................. $455,534
Notes to Financial Statements

Note 2: Long-Term Liabilities—Long-term liabilities are listed
as follows:

Total Current Non-Current

*Note payable due 1/2/68 ... $2,500,000 § —  $2,500,000
Mortgage note payable 512%

due 1972 (Charleston) ..... 502,159 74,394 421,765
Notes payable 5%2% due 1976

(Edenton) ............... 381,819 19,000 362,819
Mortgage note payable 5% %

due 1968 (Los Angeles 55,446 18,914 36,532

Deed of Trust Notes 6% due

1974 (Edenton) .......... 8,720 832 7,888

$3,448,144 $113,140 $3,335,004

*An agreement with the Hubshman Department of the First Na-
tional City Bank provides that this note be secured by accounts
receivable amounting to 125% or cash amounting to 100% of the
face of the note, As at December 31, 1965 collateral consists of
$455,534 cash and $2,691,231 accounts receivable. Interest is com-
puted at 10% per annum on the portion of the loan not secured by
cash collateral.

CASH ADVANCES

Of the 600 survey companies, 51 disclosed 54 cash
advances in their 1965 reports. The captions used in
the presentation of cash advances and their related
placement in the balance sheet are reflected in Table 3.
Advances to subsidiaries and affiliates are not included
in this tabulation; for this information see this section,
Table 21.
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Cash advances appeared in both the current and the
noncurrent asset sections of the balance sheets. The
following examples illustrate the various types of cash
advances as presented by the companies.

Current Assets
AMERICAN BROADCASTING COMPANIES, INC.

Current Assets:
Cash $26,530,000
United States Government securities at

cost (approximate market), and certifi-

cates of deposit .. .................. 20,729,000
Accounts and notes receivable, less re-
serves:
Trade ....... ... 0., 49,064,000
Other .......... ... .. 2,670,000
Program rights, production costs and ad-
vances, less amortization (see Note B) . 50,750,000

ANDERSON, CLAYTON & CO.
Current Assets:
Crop loans and accrued interest ........ $52,942,000

THE ARUNDEL CORPORATION
Current Assets:
Advances to, and amounts due from, joint
ventures (a portion of which will be col-
lected afterayear) .................. $3,783,241

THE COLORADG MILLING &
ELEVATOR COMPANY
Current Assets:
Inventories:
Wheat, other grains, flour and millfeed—
at market after appropriate adjustment
with respect to open commodity con-
tracts ... ... $6,396,554
Formula feeds, beans, other merchandise,
containers and supplies—at lower of
first-in, first-out cost or market .. ... 1,380,639
Advances on commodity purchases . ... 489,691

Total Inventories ........... $8,266,884

CONSOLIDATED FOODS CORPORATION
Current Assets:
Advances to fishermen and growers and cost
of growing crops .. .................. $2,331,207

DOUGLAS AIRCRAFT COMPANY, INC.
Current Assets:
Inventories, at lower of cost (generally
first-in first-out method) or market—
Note D ............. ... ......... $233,581,978
. Note D: Inventories—Inventories at November 30, 1965, includ-
ing certain items to which the U. S. Government held title by
reason of contract provisions, consisted of fixed-price contracts,
orders, etc, in progress ($276,722,623), materials, spare parts, etc.
(948, 508 ,846), and advances under material purchase agreements

($43,356 022), less $135,005,513 advance and progress payments
received.

MASONITE CORPORATION
Current Assets:
Advances, secured by mortgages on pulpwood $644,186

McCALL CORPORATION
Current Assets:
Advances for construction of equipment to
be leased ........ ... ... ... . ....... $1,032,000

TABLE 3: CASH ADVANCES

Cur- Noncur-
rent rent 1965

Balance Sheet Description* Asset Asset Total

A: Advances to outside grow-
ers, packers, planters, pro-
ducers ............... 6 2 8
B: Advances to suppliers and
subcontractors
Advances on purchase com-
mitments for raw mate-
rials ......... ... .. ... 2 —
Advances on purchase con-
tracts ................ 2 1
Advances on construction or
purchase of fixed assets . 2 1
Advances for leasehold im-
provements ........... — 1
Advances to employees for
selling, travel, and other
expenses ............. —_ 1
Advances — loans to em-
ployees .............. — 2
Advances to sales agents or
vendors .............. — 1
Advances to joint-venture or
logging operations ... .. 3 1
“Advances” — other or not
identified ............. 6 18
3L
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Total ..........
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Number of Companies showing:

Advances in current assets . . ... 23
Advances in noncurrent assets . . 28

Total .......... 751

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

*Refer to Company Appendix Section—A: 54, 117, 156, 248, 284,
298, 405, 526; 249, 345, 358 479 587 C: 149 194; D 37
479 485; E: 313 364 539 99 ; H: 246 366 246
R 63 196 274, 459; K: 18 25 28 35, 31, 92 131
;gg 140 180, 202, 211 217, 339 422 431 446 493 ' 518, 539,

DRAVO CORPORATION
Current Assets:
Advances to joint ventures .............. $3,268,884

GENERAL MILLS, INC.
Current Assets:
Inventories (Note 3) ................ $43,318,433

Note 3: Inventories—
Grain for processing and flour, at market, after appro-

priate adjustment for open cash trades, unfilled or-

ders, e1C. ...t e $15,842,123
Package foods, chemical products, etc., at lower of cost

Or Mmarket .. .. ...t e 20,845,358
Containers, supplies, etc., at cost .................... 5,522,959
42,210,440

Advances on grain and other commodities .......... 1,107,993
$43,318,433

The company hedges its flour unfilled orders and inventories of
raw_materials and finished goods whenever adequate hedging fa-
cilities exist, as a means of mmlrmzmg the risk of adverse price
ﬁuctuatlons All factors relating to items customarily hedged are
reflected in the statement of financial position at fair market value.
Itemns for which no hedging facilities exist are valued at either
lower of cost or market, or cost, as set forth above.
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INTERSTATE BAKERIES CORPORATION
Current Assets:
Advances for plant construction ........... $648,886

THE PILLSBURY COMPANY
Current Assets:
Advances on purchases ............... $10,909,717

SEABOARD ALLIED MILLING CORPORATION
Current Assets:

Margin deposits and advances on grain pur-
Chases .............iiiiiii, $546,751

Noncurrent Assets

CALIFORNIA PACKING CORPORATION
Other Assets:
Capital stock of California Packing Corpora-
tion, 30,670 shares, owned by a subsidi-
ary company, at cost, less than market
quotations . ................ .. ..., $ 165,688

Advances to producers ................ 3,990,168
Intangible assets carried on books of Cana-
dian subsidiary ..................... 3,329,082
Other miscellaneous receivables, deferred
charges, etc. ....................... 1,599,374
$9,084,312

GENERAL ELECTRIC COMPANY
Noncurrent Assets
Investments and advances .............. $240,987,815

GENERAL MOTORS CORPORATION

Notes to Financial Statements

Other Investments and Miscellaneous Assets: Other investments
and miscellaneous assets at December 31, 1965 consisted of the fol-
lowing: loans and advances to steel suppliers, $11,192,059; receiv-
ables—noncurrent portion (less reserves), $47,090,742; other $20,-
409,962.

HALLIBURTON COMPANY
Noncurrent Assets
Advances to and receivables from construc-
tion joint ventures .................... $4,708,500

TABLE 4: DEPOSITS—CASH AND/OR SECURITIES

Cur- Noncur-

rent rent 1965
Balance Sheet Description* Asset  Asset Total
A: Deposit for “insurance” ... — 6 6

B: Deposit with mutual insur-
ance company ......... — 3 -3

C: Deposit with insurance com-
pany ................ —_ 1 1

D: Deposit with “public agen-
cies” ............. ... — 3 3

E: Deposit with surety com-
pany ................ — 1 1

F: Deposit for preferred stock
or bond retirement ... .. 1 — 1

G: Deposit for dividend pay-
ments ............... 1 — 1

H: Deposit for fixed asset com-
mitment .............. — 2 2

I: Deposit for purchase com-
mitment ... ... ...... .. 2 — 2
J: Deposit with lessors ...... — 3 3
K: “Deposits”—not identified . 9 30 39
L: Other types of deposits . . . — 6 6
Total .......... 13 55 68

Number of Companies with:

Deposits in current assets ..................... 13
Deposits in noncurrent assets .................. 52
Total .......................... 65
No reference to deposits ...................... 535
Total .......... 600

*Refer to Company Appendix Section—A: 43, 46, 100, 443, 483;
B: 288, 404, 458; C: 243; D: 157, 243, 478; E: 18; F: 446;
G: 149; H: 127, 359; 1. 126, 485; J: 138, 190, 367; K: 2, 21,
25, 48, 53, 58, 87, 92, 98, 107, 131, 166, 174, 196, 205, 266, 271,
287, 304, 337, 338, 341, 361, 364, 380, 399, 405, 411, 416, 423,
gg{ls, gtgll 465, 489, 494, 507, 530, 534, 585; L: 18, 23, 190, 283,

H.J. HEINZ COMPANY
Investments and Other Assets:
Loans to fishermen, less allowance for losses $1,101,482

LIBBY, McNEILL & LIBBY
Investments and Other Assets:
Long-term advances and other investments $2,985,777

McGRAW-HILL, INC.
Notes to Financial Statements

Note 2: Other Assets—Other assets consist of:

Advances to authors—Net of reserve ................ $3,975,177
Guarantee and other deposits ....................... 1,038,667
All other ... ... i i i i e e 608,586

$5,622,430

CHAS. PFIZER & CO., INC.
Noncurrent Assets
Investments, deposits and advances ........ $6,754,794

ST. REGIS PAPER COMPANY
Other Assets:
Advance payments under land and timber

purchase contracts ................. $13,828,609

Non-current receivables and miscellaneous
investments . ...................... 12,901,286
Total Other Assets ............. $26,729,895

TEXAS GULF SULPHUR COMPANY
Noncurrent Assets
Investments and advances, net of reserve for
exploration costs (1965 — $1,181,464;
1964 — $1,062,355) ................. $27,398,021
Notes to Financial Statements

. Note 2: Investments and Advances—Included are investments
in and advances to wholly-owned subsidiary companies not con-
solidated in the amount of $4,711,329 at December 31, 1965, after
application of reserves for exploration costs, The net assets of
these subsidiaries approximate the amounts at which carried. Also
included is $12,852,304, representing (1) advances to a railroad
for building the branch line to the Utah potash property, recov~
erable from revenues derived from the use of the line, and (2) ad-
vance payments of net profits to be derived from the sale of min-
erals extracted from this property.

CASH DEPOSITS

Deposits of cash and/or securities for specific pur-
poses were segregated in the balance sheets of 65 of the
600 survey companies. The presentations and descrip-
tions of these deposits are summarized in Table 4. Of
the 68 presentations only 13 appeared as current assets.
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The deposits under consideration here do not include
cash deposits, demand deposits, certificates of deposit,
etc.—which are part of the normal cash accounts cov-
ered in Table 1 of this section. In addition to the de-
posits appearing among the assets of the survey com-
panies, 20 instances of deposits were observed on the
liability side of the balance sheets. These are considered
later in this study under liabilities.

The following examples illustrate some of the pres-
entations in the annual reports for 1965.

Current Assets

CENTRAL SOYA COMPANY, INC.
Current Assets:
Other Current Assets:
Margin deposits on commodity futures
CoNtracts . ............cuitiinniinnn $2,995,050

Prepaid expenses ................... 777,804
Refundable federal income taxes (Note

3) e 891,432

Total Other Current Assets ....... $4,664,286

THE COLORADO MILLING &
ELEVATOR COMPANY

Current Assets:
Deposit for payment of dividend June 1—

SEE COMITA ... ..veeesennnnnnn... $165,745
Current Liabilities:
...... $165,745

Dividend payable June 1—see contra
CROWN CORK & SEAL COMPANY, INC.
Current Assets:
Prepaid expenses, deposits, etc. ......... $3,191,000

DRAVO CORPORATION
Current Assets:
Accounts and notes receivable:
Trade, less allowance for doubtful ac-
counts .............. ..., $31,521,166
Other, including claims and deposits . . 968,523

GRUMMAN AIRCRAFT ENGINEERING
CORPORATION
Current Assets:
Cash ......... ... ... ... ... ... .... $ 6,668,737
Accounts receivable including unbilled
charges (U. S. Government: 1965,

$115,452,633; 1964, $78,913,044) .. 119,122,834
Inventories, less progress payments (Note
) e 67,935,847
Prepaid expenses and miscellaneous de-
POSItS . ... 1,659,097
Total Current Assets ......... $195,386,515

McCALL CORPORATION
Current Assets:

Deposits and prepaid expenses .......... $2,595,000

SEABOARD ALLIED MILLING CORPORATION
Current Assets:

Margin deposits and advances on grain pur-
chases .......................... ... $546,751

SUNDSTRAND CORPORATION
Current Assets:
Prepaid expenses and deposits ............ $565,699

Noncurrent Assets

ALUMINUM COMPANY OF AMERICA

Other Assets and Deferred Charges:
Indemnity and surety deposits . ......... $ 1,460,213
Receivables and advances—noncurrent .. 20,790,862

Deferred exploration and mining expenses 3,682,635
Other deferred charges ............... 12,116,842

Total Other Assets and Deferred
Charges .................... $38,050,552

THE AMERICAN TOBACCO COMPANY
Noncurrent Assets
Insurance deposits and miscellaneous investments $849,162

CENTURY ELECTRIC COMPANY
Other Assets:
Municipal bonds—at cost and accrued in-
terest . ... .. e $ 713,973
Prepaid insurance, sundry receivables, and

other accounts ..................... 415,445
Deposit on potential new plant location . . . 252,770
$1,382,188
CITY STORES COMPANY
Investments and Other Assets:
U. S. Government securities deposited as se-
curity under leases ................... $223,588

CONSOLIDATED LAUNDRIES CORPORATION
Investments and Other Assets:
United States and municipal bonds on deposit
with State of New York Workmen’s Com-
pensation Board—at cost .............. $161,810

HEYWOOD-WAKEFIELD COMPANY
Other Assets—Note A:
Cash surrender value of life insurance, mutual
insurance deposit, etc. ................ $168,043

MAXSON ELECTRONICS CORPORATION

Noncurrent Assets . .
Deposit under Macon facility purchase commit-

ment (Note3) ......ooiiiiiinnnnnnnnn. $676,000

Note 3: Macon Facility—In October 1965, the Company was
designated the successful bidder for the purchase of the facilities
of the U. S. Naval Ordnance Plant at Macon, Georgia, as a going
concern, at a price of $6,760,000. Of this amount, 10% was de-
posited on September 30, 1965 upon submission of the bid, and an
additional 10% was paid in cash on December 1, the closing date.
The remainder of the purchase price is payable in installments
over a maximum period of ten years at 5% interest.

THE McKAY MACHINE COMPANY
Other Assets:

Deposit on lease agreement . ............... $58,000

THE NEW BRITAIN MACHINE COMPANY
Investments and Other Assets:

Deposits with mutual insurance companies .. $163,388

SCOVILL MANUFACTURING COMPANY
Investments and Other Assets:
Insurance deposits and sundry other assets $1,758,449
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MARKETABLE SECURITIES—Current Assets
BASIS OF VALUATION

The “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 1965 and 1955 in Table 5, ac-
cording to the various bases of valuation.
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The use of “cost” basis of valuation for marketable
securities predominates. However, it may be noted that
there is a trend towards supplementing the term “cost”
with the phrase “stated as approximate market” or in
other cases indicating that the market value is above or
below cost. Of the total number of companies using the
cost basis, over 50 per cent referred also to the relative
market values.

TABLE 5: MARKETABLE SECURITIES—CURRENT ASSETS

Basis of Valuation*

Cost—market value not stated ..................
Cost—stated as approximate market
Cost—plus accrued interest ....................
Cost—plus accrued interest, which approximates mar-

Ket . et
Cost—market value stated below cost
Cost—market value stated above cost
Cost less amortization or reserves
Amortized cost . .......... ...
Amortized cost, which approximates market
Cost or below cost .............ccivivuinnn...
Cost—not in excess of market value
Lower of cost or market ......................
Market value or approximate market value
Redemption value
Face value

.............

.

............................

Z REopSTEmoEE gowy

Total

Number of Companies presenting:

Government securities in current assets ...............
Government and nongovernment securities in current assets
Nongovernment securities in current assets

Total

Total

*Refer to Company Append1x Sectxon—-I Government Securities—A: 9,

493, 538, 551, 564, 577, 600; , 2
396, 400, 408 413, 416 422 449
415, 453 466, 497 D:

12, 20, 25, 31, 52, 90, 121, 153, 154, 158 159 164, 228,
470 474 479 486 498 500 516, 518 524, 532, 545, 546, 561, 578, 599; C:
109, 230,285, 338, 353, 395 403 428 446,

1965 1955
I 1I I 1I
Non- Non-
Govern- govern- Govern- govern-
ment ment Total ment ment Total
20 42 62 81 28 109
45 130 175 35 22 57
8 15 23
} 66 21 87
10 29 39
7 8 15 24 15 39
3 19 22 8 23 31
1 3 4 1 3 4
1 1 2
1 10 74 7 7 14
—_ 1 1 1 1 2
1 2 3 1 1 2
5 10 15 6 7 13
1 6 7 8 3 11
—_ — —_ 6 —_ 6
—_ 1 1 2 — 2
= = = 1 _1 2
103 277 380 247 132 379
14 50 64 61 17 78
117 327 444 308 149 457
56 —_— 56 216 — 216
59 59 59 81 81 81
— 257 257 — 59 _59
115 316 372 297 140 356
— 228 244
600 600

50, 105, 203, 241, 249, 252, 267, 360, 378, 471, 473, 489,
'234, 265, 293, 323, 326, 329, 341, 347,
273, 283, 322 389,
462; E: 85 143 205, 432, 458, 491 596; F: 23 523,7573; G:

357, H: 491, 239 K: 383; L: 100 308 441, 452 558 M: 362 0: 27, 61, 95, 137 163 263 274 278 281 354, 410, 476, 539,
552. I: Nongovemment Securities—A : 45, 118 142 144, 147, 157, 176, 193 208 233 245 249, 252, 260, 264, 267, 286, 292, 317
327, 332, 343, 349, 356, 360, 370, 373, 385 431, 431, 437 456 470 478 525 531 536 538 543 551 564 598 B: 1 2, 8, 12 15
17, 20, 22 24 33, 34 35 36, 39,40, 44 51 55, 65, 68, 70 71, 72, 73 84 90, 91, 110, 112, 121, 122, 125, 148, 152, 153, l59
164, 166 168, 169 170 172 178 182 183 189, 211 214 216 219 529, 234 240 242 247 248, 258 262 272 279 289 293, 297,
302, 305, 310, 311, 315, 316, 318, 326, 329, 331, 340, 344 347 358, 381, 384, 391, 394, 396, 402, 412, 414, 416, 417, 418, 422, 425,
433, 438 439 440 449, 450, 454 455 461 468 47 4 475, 482 486 490, 492, 495 496 500 502 503, 504 511 515 516, 521, 535,
544 548 549 566, 568, 569, 586 588, 589, 590 593, 599 C: 19, 28 101, 103, 107 i19, 135, 165 '223, 304, 306, 313, 342, 368,
415 D: 10, 37, 38, 66 108 109, 114 140 151, 206 222, 230, 232, 280, 285, 294, 325 353, 376 377 397 407 428, 446, 462, 463,
528, 559, 574; E: 85, 143, 205 432, 443 491, 545 587; F: 29,175, 121 269 275 276, 279, 29 "364, 366, 396, 416, 458, 472, 570,
573, 571, 585 596; G: 195 221, 357; 491 I: 106, 200 209, 238, 239 246, 329 352 505, 553; J: '181; K: 393 581 L: 100, 120,
307, 308 419 441 452, 517, 558 563 "M: 94 133, 303, 362 390 429 N: 445 07 3, 26, 27 59, 87 97, 124 136 141, 145,
160 162, 171, 175, 194, 213, 237, 253 256 263, 266, 274, '284, 287, 298 320 34s, 361, 369 372 374 375 399 447 451 459, 464,
465, 469 480 487 501 512 513 533 539 540 552 567, 576.

-
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This tabulation does not reflect those government se-
curities which are shown in the current liability section
of the balance sheet as an offset to the liability for in-
come taxes (see this section, Table 28). Nor does it in-
clude such marketable securities as are presented among
other than current assets. In this connection it may be
observed that marketable securities, when shown in the
noncurrent asset section of the balance sheet, are gen-
erally referred to as “investments” and are invariably
valued at cost. Forty companies listed marketable se-
curities among the noncurrent assets (*12, 20, 31, 43,
44, 45, 51, 75, 107, 127, 138, 140, 157, 159, 188,
197, 234, 243, 249, 253, 283, 299, 310, 316, 338,
346, 347, 373, 392, 410, 432, 433, 440, 478, 479,
498, 516, 534, 542, 569).

For a discussion on the nature of current assets,
reference is made to certain excerpts from the Ac-
counting Research Bulletins quoted under “Noncurrent
Receivables” in this section.

Examples—Marketable Securities

The following examples, taken from the 1965 reports,
show the valuation of marketable securities as presented
in the current asset section of the balance sheets sur-
veyed.

Cost—Market Value Not Stated

THE GREAT ATLANTIC & PACIFIC
TEA COMPANY, INC.
Current Assets:
Cash ............ ... ... ... ....... $114,504,258
Temporary investments in government ob-
ligations and short-term paper—at cost

UNION BAG-CAMP PAPER CORPORATION
Current Assets:
Cash ........... ... ... .. ......... $ 7,084,193

Commercial paper and time deposits . . .. 1,500,000

U.S. Government and other securities (at
COSt) ... 5,040,439
Total Cash and Securities ....... $13,624,632

Cost—Stated as Approximate Market

ROHM AND HAAS COMPANY

Current Assets:
Cash ....... ... .. . i $ 7,842,849
U.S. Government and other securities, at

cost which approximates market value . 22,084,514

Cost Plus Accrued Interest

G.C. MURPHY COMPANY
Current Assets:
Cash ......... . ... .. .. ... . . $16,501,736
U.S. Government securities, at cost and ac-
crued interest ..................... 135,641

*Refer to Company Appendix Section.

27,604,805

Cost Plus Accrued Interest, Which Approximates Market

FMC CORPORATION
Current Assets:
Cash ......... . ... . ... . . ... ...... $26,904,512
U.S. Government and other marketable
securities, at cost plus accrued interest,

which approximates market .......... 40,266,510

Cost—Market Value Stated Below Cost
PHELPS DODGE CORPORATION

Current Assets:
Cash ............. ... . i, $26,325,443

Certificates of deposit ................ 75,780,000
United States Government securities, at

cost (at market quotations December 31,

1965—$26,919,494) ............... 27,074,266
Other marketable securities, at cost (at

market quotations December 31, 1965—

$257,870) ......... .. ... ... 260,000

Cost—Market Value Stated Above Cost

THE L. S. STARRETT COMPANY
Current Assets:
Cash ......... ... ... ... . ... ... ...... $1,269,567
U. S. Government Securities—Cost (market
value $997,647) .......... ... ....... 990,050

UNIVERSAL LEAF TOBACCO CO., INC.
Current Assets:
Cash in Banks and on hand ........... $ 2,503,957

Certificates of Deposit ............... 10,662,500
U. S. Treasury Bills—at cost, which is

lower than market ................. 2,263,280
Marketable Securities—at cost, which is

lower thanmarket .. ................ 433,504

Cost Less Amortization or Reserve

THE DOW CHEMICAL COMPANY
Current Assets:
Cash ....... ... ... ... ... ... ... ..... $22,457,592
Marketable securities (at cost, less reserve)
and time deposits .................. 92,153,634

Amortized Cost

FRANK G. SHATTUCK COMPANY
Current Assets:
Cash ... ... ... .. ... .. . $3,233,507
United States Government and other securi-
ties, at cost or amortized cost (quoted

market, $241,000) .................. 261,074

Amortized Cost, Which Approximates Market

GENERAL ANILINE & FILM CORPORATION
Current Assets:
Cash ... ... ... ... ... .. $ 2,279,614
U.S. Government and other marketable se-
curities, at amortized cost which approx-

imates market .................... 31,597,680
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Cost, Not in Excess of Market

WALGREEN CO.
Current Assets:
Cash ....... ... .. ... ... .. . ... ... $6,424,538
Marketable securities, at cost, not in excess
of market ......................... 9,586,629

Lower of Cost or Market

THE QUAKER OATS COMPANY
Current Assets:

Cash ....... ... ... . ... ... ... ... $12,820,822
U.S. Government and other marketable
securities, at lower of cost or market ..

Approximate Market Value

THE MAYTAG COMPANY
Current Assets:

Cash .............................. $ 5,744,957
Federal and municipal government securi-
ties (approximately market) .........

Face Value

POLAROID CORPORATION
Current Assets:
Cash .......... .. ... .............. $ 5,525,272
Marketable Securities at face value (Note
A) 45,192,000

192§ate A: $35,392,000 mature in 1966, the balance in 1967 and

Basis of Valuation Not Set Forth

THE GOODYEAR TIRE & RUBBER COMPANY
Current Assets:

Cash and certificates of deposit ........ $48,761,191

United States Treasury and other market-

able securities .................... 2,343,633
PUROLATOR PRODUCTS, INC.
Current Assets:
Cash and marketable securities . ......... $5,767,523

TRADE RECEIVABLES

The various types of accounts receivable shown in
the current asset section of the balance sheets of the
600 survey companies are summarized in Table 6. Such
trade receivables were shown as current assets and were
most frequently described as “accounts receivable,”
“receivables,” “notes and accounts receivable,” “install-
ment accounts receivable,” or “notes receivable,” all of
which are generally understood to designate the aggre-
gate amounts due from trade debtors. However, as may
be noted in Table 6, some companies presented sundry
receivables under various descriptions in addition to the
normal trade accounts. Certain companies segregated
the receivables, showing them in both the current and

15,792,429

35,640,348

the noncurrent asset sections. The noncurrent types are
treated separately following this presentation.

The reports of 85 survey companies disclosed 135
special features applicable to accounts receivable as

f : .
ollows Number of Presentations

Special Feature* 1965 1963
A: Assigned receivables . . .. 15 14
B: Discounted ........... 18 5
C: Pledged .............. 10 9
D: Used as security on col-
lateral for debt.. ... .. 12 -—_
Secured ............. — 4
E: Contingent liability .... 36 1
F: Factored or hypothecated 1 2
G: Sold ................ 38 21
H: Secured by collateral or
otherwise .......... 5
Total ........ 135 56

I

*Refer to Company Appendix Secuon—A 58, 102, 110, 138, 146,
150, 177, 194, 221, 250, 282, 288, 359, 411, 514 B 6, 62 70, 91,
96, 119, 126, 131 170 277 288, 343 379 450 519 549 560,
57 C: 2, 110, 158 216, 270 271, 560, 565, 571 583 b: 93 102,
110 153, 287, 337 359 436 514 560 562, 573; 6 32, 33 39,
70, 73, 91 119 126 128 131 139 170 196 208 220, 245, 246
277 287, 288 343 379, 450 ’ 472, 488, 519, 522, 549, 550 560,
565 574 579, 587, 591; "E: 102, G: 15, 33, 56 73 122 128 137
138 139 142, 186, 196, 208, 220, 225, 235 245 246 266 278, 287,
308 352 355 356, 382, 403, 424 472 487 488 522 550 565 567\
579 587, 591; H: 196 211 254 278, 574,

The number of special features presented in the 1965
reports has been compared in the tabulation above with
similar information for 1963, revealing a dramatic in-
crease in the number of such presentations.

In its Opinion No. 6 issued in October 1965 (and
effective for fiscal periods beginning after December
31, 1965), the accounting principles board of the
American Institute of Certified Public Accountants
amended Accounting Research Bulletin No. 43,1 Chap-
ter 3A, by adding the following paragraph thereto:

10. Unearned discounts (other than cash or quan-
tity discounts and the like), finance charges and in-
terest included in the face amount of receivables
should be shown as a deduction from the related
receivables.

The following examples selected from the 1965 re-
ports are illustrative of the various types of accounts
receivable presentations. Some of these presentations
include deductions for finance charges and interest.
Further examples of this type may be found by refer-
ence to the company numbers appearing at the foot of
Table 30 in this section.

tIncluded in Accounting Research and Terminology Bulletins, Final
Edition, 1961.
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TABLE 6: TRADE RECEIVABLES

Current Asset Description*

Accounts receivable or Receivables ..............
Accounts and notes receivable combined .........
Notes receivable
Installment accounts receivable .................
Installment notes receivable ....................
Trade acceptances—bills—drafts ................
Employees’ receivables
Deferred receivables ............0iiiiiiiian
Foreign receivables ................. ... .. ...,
Contracts receivable
Trading exchange accounts .....................
Equity in (installment) accounts ................
Joint-venture accounts receivable ................
Claims receivable
Accounts receivable—vendors, suppliers ..........
Reimbursable expenditures
Balance due on layaway merchandise sales ........
Revolving credit accounts ......................
Receivable from factor for accounts receivable sold .
Amounts owed US ............ciiiiiirrennnnn

Total

kol ol Tolvlol-d-2

B REQZRENR

Number of Companies presenting*:

Trade receivables in current assets ..............
S: No trade receivables in current assets ............

Total

*Refer to Company Appendix Section—A: All 694 presentations not specifically listed below under other captions; B: 6,

15, 18, 25, 33, 38, 41, 42, 48, 52, 54, 55, 58, 59, 60, 61,
129, 130, 133, 136, 139
207, 213,

1965
Balance Elsewhere
Sheet Notes in Report 1955
427 1 1 439
171 — —_ 153
11 _— —_ 18
18 4 2 14
5 2 — 4
2 —_— —_ 14
5 —_ _ 2
2 — 5 5
1 — _ 2
11 —_ — 11
—_— —_— —_ 4
5 1 3 5
1 —_— — 1
6 — — 2
—_— 1 —_ 6
3 _— — 1
1 — —_— 1
—_ 1 1 1
—_ — — 2
1 — — —
670 10 12 685
1965
598 599
2 1
600 600

8, 10, 14

65, 66, 67, 68, 69, 70, 74, 88, 97, 104, 107, 109, 111, 114, 116, 118, 121, 128,
146, 151, 153, 156, 157 159, 164 170, 171,
214, 219 220, 221 226 229 230, 249 251 253, 258 262, 263 270 274 273, 271, 279 284 287 288 294, 297, 298, 303,

179 180 182 184 186 195 196 198 200, 201, 202, 203, 206,

305, 307, 308, 312, 316, 322, 325, 327, 334, 337, 347, '350, 357, 360, 368, 374 ’379, 380, 393, 394, 396, 397, 404, 405, 412 414 426
429, 430 433, 435 436, 438, 441 443 450, 463 464 465 466 467, 479 480 481 493, 497, 500 502 505 508, 510, 515, 516, 517

519, 52
599; C: 123, 134, 197, 211, 367, 423, 453, 472, 488 573 591
397, 450, 472, 487, 501, 504, 506 579 591 597 E:
38, 67, 225 259 261 352, 360; 1: 347; J:

472, 487; L: 63;

SN
(=X

10 32, 219 266, 341 467; N: 1 ; O

15,110, 111, 221, 278, 315, 397, F:
34, 63, 73 189, 230, 242,283, 374, 375, 406, 418; K:
'245, 344, 411,

, 521, 527, 529, 531, 532, 537, "538, 542, 544, 548, ’550, 552, ’556, 557, 563, 567, 568, 571, 572, 574, 571, 583, 584, 595, 597

15, 33, 70, 84 137, 180, 208, 220 235, 266 289, 360, 382, 391,
26 453 G: 241 367 378 423,7504; H:
225,266, 278 352, 356, 382, 403

P: 190 Q: 15 487: R: 439} S: 389, 440,

Accounts Receivable or Receivables

ALLEN INDUSTRIES, INC.

Current Assets:
Cash
Trade accounts receivable, less allowances
of $200,000 in 1965 and $146,000 in

$ 3,215,898

1964 ... .. . 12,070,382
Inventories—at lower of cost or market—
Note B:
In-process and finished products ... 2,151,868
Raw materials and supplies ........ 5,434,362

$ 7,586,230
Total Current Assets ............

BELDING HEMINWAY COMPANY, INC.
Current Assets:

Cash . ... ... .. . i $ 599,360
Accounts receivable—trade (less reserves
of $277,580 and $228,038, respectively) 9,577,703
Miscellaneous receivables . ............. 131,434
Merchandise inventories (Note A):
Raw materials and greige goods ..... 6,537,155
Work in process .................. 2,838,958
Finished goods .................... 7,875,307

$22,872,510

THE BENDIX CORPORATION
Current Assets:
Cash ... ... ... ... ... ... ...
Receivables (including unbilled charges):
United States Government departments

$ 24,047,591

Or agencies .................... 69,479,010

Other ............. ... ... ....... 92,542,993

Total receivables ............. 162,022,003

Less allowance for losses on receivables 1,200,000

Net receivables ................ 160,822,003
Inventories, at cost or market, whichever

is lower (Note 5) ................ 169,204,920

Total Current Assets .......... $354,074,514

COPPERWELD STEEL COMPANY
Current Assets:

Cash ... ... ... .. .. $ 2,861,687
Marketable securities—at cost which ap-
proximates market ................. 3,032,389

Accounts receivable less allowance for
doubtful accounts

8,943,885
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CROWN CORK & SEAL COMPANY, INC.
Current Assets:

Cash ... ... ... ... ... i i, $ 6,968,000

Notes receivable from Crown Financial

Corporation ...................... 1,850,000

Receivable from customers less allowance
for loss 1965 — $814,000, 1964 —

$958,000 ......... ... 34,899,000

Inventories at lower of cost or market:
Finished goods and work in process ... 32,876,000
Raw materials and supplies ........ 16,223,000
Prepaid expenses, deposits, etc, ........ 3,191,000
Total Current Assets ........... $96,007,000

GIDDINGS & LEWIS MACHINE TOOL COMPANY

Current Assets:
Cash ... ... i, $ 1,410,888

Receivables ......................... 6,798,265

Inventories, at lower of cost (first-in, first-
out) or market:
Raw materials, purchased parts and

supplies ............. .. .. ..... 3,418,432

Work in process, less progress billings
— 1965, $515,603; 1964, $1,140,-

559 .. 9,294,787
12,713,219

Prepaid expenses .................... 101,075
Total Current Assets ....... $21,023,447

Accounts and Notes Receivable

AUTOMATIC CANTEEN COMPANY

OF AMERICA
Current Assets:
Cash ..... ... ... . ... .. ... ... $ 8,143,641
Short-term investments, at cost approxi-
matingmarket .................... 17,192,575

Notes and accounts receivable:
Customers and distributors—including

current portion of installment ac-

CoOUNtS . ........iiiiiiia., 17,986,400
Sundry ...................... ... 4,631,570
Less allowance for doubtful receivables (2,115,000)

Inventories at the lower of cost (first-in,
first-out) or market:

Merchandise for resale ............ 10,625,747
Merchandising equipment .......... 4,515,471

Work in process, parts, materials and
supplies .............. .. 0. ... 8,149,228
Prepaid expenses ................... 608,232
Total Current Assets ...... $69,737,864

J. 1. CASE COMPANY
Current Assets:

Cash .........ccciiiniiininnnnnn. $ 8,225,164
Notes and accounts receivable:
Customers—
Notes .........covviinivinn.. 11,566,435
Accounts ...............cu.u... 8,777,576
Miscellaneous ................... 1,511,748
Allowance for doubtful receivables . . (800,000)
21,055,759
Due from nonconsolidated subsidiaries:
French subsidiaries .............. 3,615,443
Inventories (Note 4) ............... 97,120,133
Prepaid expenses .................. 724,531

Total Current Assets (Note 3) . $130,741,030

REPUBLIC STEEL CORPORATION
Current Assets:

Cash ... $ 51,135,269
Marketable securities—at cost and ac-
crued interest (approximate market) . 76,082,743

Accounts and notes receivable—trade, less
allowances for possible losses (1965

and 1964—$2,433,019) ........... 87,862,975
Inventories—Note A ................ 240,305,885
Total Current Assets .......... $455,386,872

RITTER PFAUDLER CORPORATION
Current Assets:

Cash ... ... ... ... . i $ 4,429,000
Marketable securities at cost (market value
1965—8$3,811,000) ................ 3,051,000

Accounts, notes and installment receivables
net of deferred income and allowance

for doubtful accounts .............. 33,459,000
Inventories ...........o.eiiierennen.. 35,761,000
Prepaid expenses .................... 1,149,000

Total Current Assets .......... $77,849,000

Notes Receivable
DRESSER INDUSTRIES, INC.

Current Assets: ,{,E:&ls‘;f;dsl
Cash ... ... . e $ 15,811
Trade receivables:

Notes and accrued interest ............. 10,180
Accounts . ... 57'53_4_6_
67,826
Less allowance for doubtful receivables .. 4,269
63,557

Inventories—at lower of cost (principally av-
erage cost) or replacement market:

Finished products and parts ............ 49,963
In-process products and parts .......... 25,582
Raw materials and supplies ............ 17,832
93,377
Less applicable advances from customers
on contracts ...........c.oueuennnnnn 941
92,436
Prepaid expenses ................ ...l 1,770
Total Current Assets .......... $173,574
THE McKAY MACHINE COMPANY
Current Assets:
Cash ....... ... .. i $ 1,215,757
Accounts receivable, less reserve for doubt-
ful accounts of $32,500 in each year .. 3,696,550
Notes receivable . .................... 125,493
Inventories (at cost not in excess of mar-
ket) (Note 2):
Raw materials and finished parts ... 2,182,479
In process products .............. 4,549,629
Completed products ............. 147,532
6,879,640
Accounts and notes receivable—Employees 13,362
Prepaid insurance, royalties, etc. ....... 235,143
Total Current Assets ....... $12,165,945
PEDEN IRON & STEEL CO.
Current Assets:
Cash ....... .. ... .. .. i, $ 867,860
Certificates of Deposit and Accrued Interest 384,364
Accounts Receivable—Customers ...... 3,610,331
Notes Receivable—Customers ......... 198,365

Allowance for Bad Debts .............. (228,154)
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Installment Accounts Receivable

BEECH AIRCRAFT CORPORATION

Current Assets:
Cash . ... $ 2,863,611
Marketable securities—at cost (approxi-

mate market) ............ ... ..... 4,399,761
Installment receivables, less allowances for
losses and unearned finance charges—
Note A . ... ... .. ... 16,693,103
Accounts receivable—United States Gov-
ernment and prime contractors ...... 6,811,597
Other accounts receivable ............ 2,686,507
Inventories, less progress payments of $6,-
111,798 in 1965, and $5,675,934 in 1964
—Note B ... 29,901,260
Prepaid expenses .................... 166,430
Total Current Assets ........... $63,522,269

Notes to Financial Statements

Note A: Installment Receivables—The following is a summary
of the year-end balances:

}istallment receivables ............. ... ... ... ... $18,194,009
SS:

Allowance for 10SS€S .. ..........coiviriniinneann 468,818

Unearned finance charges ....................... 1,032,088

$ 1,500,906

$16,693,103

Installments not due within one year aggregated $6,445,500 in
1965, and $5,528,190 in 1964.

CITY PRODUCTS CORPORATION
Current Assets:
Cash and U. S. Treasury bills ....... $ 16,159,463

Receivables (excluding instalment ac-
counts sold of $11,519,969 in 1965

and $27,005,867 in 1964) ......... 55,026,584
Less—Reserves ................... (3,582,987)
Inventories, at the lower of cost or mar-

ket .. ... . 68,366,784
Prepaid expense, etc. .............. 2,518,671

Total Current Assets ......... $138,988,515

ELECTROLUX CORPORATION

Current Assets:
Cash ... .. . . $ 6,391,691
Marketable securities, at amortized cost

which approximates market .. ........ 8,779,480
Instalment accounts receivable, less un-

earned finance charges and reserves:

1965 $2,885,549, 1964 $2,856,576 ... 31,522,494
Other receivables ................... 398,090
Inventories, at lower of cost or market .. 15,559,191
Prepayments of United States income taxes

(NoteB) ........ ... ... ... ..... 2,730,000
Other prepaid expenses ............... 630,611

$66,011,557
WHITE MOTOR CORPORATION
Current Asselts:
Cash ....... ... ... . .. .. $ 12,927,064
Trade receivables:
Accounts .. ... 46,770,663
Notes and installment contracts ... .. 9,411,200
56,181,863
Less allowance for doubtful receivables 2,412,000
53,769,863
Inventories—at lower of cost (first-in,
first-out) or market—Note B:
Finished goods .................. 98,470,592
Raw materials, work in process, and
supplies . ..................... 89,444,375
(187,914,967

Installment Notes Receivable

BRUNSWICK CORPORATION
Current Assets:
Cash (including $8,073,000 collateral
deposit in 1965 applied against cur-
rent notes payable in March, 1966) . $ 35,369,000
Marketable securities, at cost which ap-
proximates market ($4,671,000 in
1965 pledged for collateral trust de-
bentures) ......................
Federal income tax refund claims (Notes
3and 8) ....... ... .. . ... ...,
Notes and accounts receivable:
Installment notes, at principal bal-
ances including $227,928,000 in
1965 and $315,188,000 in 1964
due after one year (principal bal-
ances of $100,204,000 in 1965 and
$153,740,000 in 1964, plus un-
earned interest thereon, assigned to
C.I.T. Corporation and others)
(Notes4and 7) ...............
Accounts .......................
Less—Reserves for possible losses on
receivables (Note 6) ...........
Inventories at lower of cost or market:
Finished goods (Note 5) ..........
Work in process ................. 22,929,000
Raw materials and supplies ........ 11,254,000

Total Current Assets ..... $428,383,000

HARRIS-INTERTYPE CORPORATION
Current Assets:

Cash ....... .. ... .. ... .. ....... $ 2,975,791

4,802,000
18,225,000

319,050,000
60,532,000

(88,842,000)
45,064,000

United States Treasury securities ...... 22,606,166
Trade accounts and notes receivable:
Accounts receivable ............... 32,432,492
Installment notes (principally secured
by title-retaining contracts on equip-
ment sold) including approximately
$10,200,000 in 1965 and $5,600,000
in 1964 due after one year ....... 17,845,563
Equity in installment notes and ac-
counts sold without recourse . ..... 1,296,093
51,574,148
Less deferred interest income ($1,826,-
875 in 1965 and $1,229,787 in 1964)
and allowances for collection losses 2,552,703
49,021,445
Inventories—Note B:
Work in process and finished products 33,791,480
Raw materials and supplies ......... 3,123,764
36,915,244
Total Current Assets ...... $111,518,646

Trade Acceptances—Bills—Drafts

QUAKER STATE OIL REFINING CORPORATION
Current Assets:

Cash .............coiiiiiiiiiiii., $ 4,012,198
U.S. Treasury Bills, at cost and accrued
interest ......... ... ... . ... 2,477,089
Notes and trade acceptances receivable . . 1,267,819
Accounts receivable, less allowance ... .. 5,450,878
Inventories, at cost, principally on last-in
first-out basis, but not in excess of mar-
ket:
Crude oil and petroleum products .. 9,315,718
Other products and supplies ....... 845,851
Prepaid expenses .................... 623,136
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AMERICAN CAN COMPANY
Current Assets:

(Dollars in

Thousands)
Cash and temporary cash investments . . . ... $ 59,053
Accounts and bills receivable, less allowances 112,671
Inventories (Note 2) .. .................. 229,541
Total Current Assets .............. $401,265
Employees’ Receivables
GENERAL BOX COMPANY
Current Assets:
Cash . ......... . ... . ... $ 516,160
U. S. Treasury bills, at cost ............ 296,880
Receivables—
Trade, less $36,000 ($54,900 in 1964)
allowance for doubtful accounts ... .. 2,957,852
Employees ........................ 39,461
Other ........ ... . ... . . . i ... 190,621
Inventories, at the lower of average cost or
market . ....... .. ... .. ... ... 2,169,273
Prepaid expenses and other assets ........ 180,736
Property under construction to be sold and
leased back ..................... ... 309,949
Total Current Assets ............ $6,660,932

THE McKAY MACHINE COMPANY
Current Assets:

Cash ....... ... ... ... ... .. ......... $ 1,215,757
Accounts receivable, less reserve for doubt-

ful accounts of $32,500 in each year .. 3,696,550
Notes receivable .................... 125,493
Inventories (at cost not in excess of mar-

ket) (Note 2):

Raw materials and finished parts . . .. 2,182,479

In process products .............. 4,549,629
Completed products .............. 147,532
6,879,640

Accounts and notes receivable——Employees 13,362
Prepaid insurance, royalties, etc. ....... 235,143

Total Current Assets ........... $12,165,945

SNAP-ON TOOLS CORPORATION
Current Assets:

Cash ....... ... . ... ... .. ... $1,437,222
Marketable securities—at cost which approx-

imates market ...................... 139,180
Accounts receivable:

Customers, less allowance for doubtful re-

ceivables ... ....... ... ... ... ..... 2,888,570
Installment receivables (including amounts

maturing after one year) less unearned

finance charges and allowance for losses 3,505,735
Salesmen, dealers and branch managers . 1,555,573
Other ........ ... .. ... ... ... ..... 192,504

Deferred Receivables

AMERICAN OPTICAL COMPANY
Current Assets:

Cash .......... ... ................. $ 1,835,051
Marketable securities, at cost (same as mar-

ket) and accrued interest ........... 2,507,099
Notes and accounts receivable, including

$3,227,000 of deferred payment con-

tracts due after one year ($3,190,400 in

1964), less allowance for possible losses 24,716,945

Contracts Receivable

FMC CORPORATION
Current Assets:

Cash ....... ... ... ... ... ... ....... $ 26,904,512

U. S. Government and other marketable
securities, at cost plus accrued interest,
which approximates market ........

Customers’ notes, contracts and accounts
receivable, less allowance for doubtful
receivables ($3,023,619 in 1965 and
$2,565,108 in 1964) ... .. .. .. .. ...

Amounts receivable from U. S. Govern-
ment ........ .. ...

Inventories (Page 19) ............... 164,900,315

Sundry receivables and prepaid expenses 12,737,238

Total Current Assets .......... $374,530,825

NEWPORT NEWS SHIPBUILDING AND
DRY DOCK COMPANY
Current Assets:
Cash in banks and onhand ............ $ 7,109,509
Accounts receivable:

40,266,510

112,893,681
16,828,569

Contracts and orders ............... 8,549,373
Other ......... .. ... ... 269,234
Excess of expenditures on shipbuilding
contracts and estimated profits recorded
thereon over progress billings thereon
(Note 1) ... ... .. .. it 49,056,990
Expenditures on other work, less billings
(Note 1) ...... .. ... .covvvien.. 8,090,182
Inventory of materials and supplies, at av-
erage cost ................... ..., 6,094,586
Prepaid and deferred items ............ 659,197
Total Current Assets ........... $79,829,071

Equity in Installment Accounts Sold

W.T. GRANT COMPANY
Current Assets:
Cash ........... i $ 30,970,373

Short term securities ................ 7,996,014
Accounts receivable:

Customers’ installment accounts not

sold ... ... ... ... 53,090,139
Equity in customers’ installment ac-
counts ($56,935,089 and $61,113,-

869, respectively) sold .......... 5,693,510

58,783,649

Less allowance for doubtful accounts 4,407,045

54,376,604

Other accounts receivable, claims, etc. 2,903,394

Total accounts receivable, net 57,279,998
Merchandise inventories (including mer-
chandise in transit)—at the lower of
cost or market determined principally

by the retail inventory method ..... 140,715,930

Total Current Assets . ..... $236,962,315

MARSHALL FIELD & COMPANY
Current Assets:
Cash .......... ... .. ... ... ..... $ 9,029,175
Short-term investments, at cost (see note) 25,625,376
Receivables from customers and others,
including at January 31, 1965, $1,381,-
660 due from purchaser of installment
receivables sold (see note), less allow-
ance for doubtful accounts of $951,000

at the end of each year 25,620,910
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Claims Receivable

ALLEGHENY LUDLUM STEEL CORPORATION
Current Assets:

Cash in banks and on hand ........... $11,307,921

Marketable securities—at cost (approxi-

mately market) and accrued interest .. 30,462,491
Notes and accounts receivable—trade, less

estimated allowances of $509,500 (1964

—$462,500) . ....... . 27,900,991
Claims and miscellaneous accounts receiv-

able ....... ... .. . i 522,806
EX-CELL-O CORPORATION

Current Assets:

Cash ...t $ 6,227,705
Marketable securities at cost (approximates

market) ......... ... ... ... . . ... 5,500,000
Accounts and notes receivable, less allow-

ance for possible credit losses ....... 26,372,792
Other receivables and claims .......... 1,432,910

Inventories, at the lower of cost or market 51,024,867
Prepaid expenses .................... 1,144,746

Total Current Assets ........... $91,703,020

Accounts Receivable Assigned

BRUNSWICK CORPORATION
Current Assets:
Cash (including $8,073,000 collateral
deposit in 1965 applied against current
notes payable in March, 1966) .... $ 35,369,000
Marketable securities, at cost which ap-
proximates market ($4,671,000 in
1965 pledged for collateral trust de-
bentures) ......................
Federal income tax refund claims (Notes
3and 8) ......... ... e,
Notes and accounts receivable:
Installment notes, at principal bal-
ances including $227,928,000 in
1965 and $315,188,000 in 1964
due after one year (principal bal-
ances of $100,204,000 in 1965 and
$153,740,000 in 1964, plus un-
earned interest thereon, assigned to
C.I.T. Corporation and others)
(Notes 4 and 7) ..............
Accounts ...............c.ciuannn
Less—Reserves for possible losses on
receivables (Note 6) ...........
Inventories, at lower of cost or market:
Finished goods (Note 5) ..........
Work in process ................ 22,929,000
Raw materials and supplies ....... 11,254,000

Total Current Assets ......... $428,383,000

NORTHROP CORPORATION
Current Assets:

Accounts receivable—Note B .......... $25,519,898

Note B: Notes Payable to Banks—Under the terms of a credit
agreement, as amended, expiring March 31, 1966, the Company
may borrow up to $40,000,000. At July 25, 1965, the Company had
borrowed $29,000,000, composed of (1) short-term revolving notes
payable of $9,000,000 and (2) long-term notes payable of $20,000,-
000 (see Note D to financial statements). Under the terms of
another credit agreement, a subsidiary may borrow up to $4,000,000
($1,750,000 borrowed at July 25, 1965). As collateral to their re-
spective borrowings under the credit agreements, the Company and
the subsidiary assign amounts due and to become due under their
respective sales contracts with minor exceptions. The agreement to
which the Company is a party requires the Company to maintain
an excess of current assets over current liabilities of not less than
$25,000,000.

4,802,000
18,225,000

319,050,000
60,532,000

(88,842,000)
45,064,000

Notes Receivable Discounted
CORN PRODUCTS COMPANY
Notes to Financial Statements

Contingent Liabilities: Certain international subsidiaries are con-
gnggezrgtly4 2liab1e for notes receivable discounted in the amount of
8,925,842,

Accounts Receivable Pledged

ELGIN NATIONAL WATCH COMPANY
Current Assets:

Cash ..........0 it $ 311,886
Receivables, less reserves of $955,862 in

1965 and $781,593 in 1964, pledged un-

der 7% % notes payable (Note 1) .... 11,431,080
Inventories, at lower of first-in, first-out

cost or market (Note 1) ............ 14,569,732
Prepaid expenses and other assets ...... 572,351

Total Current Assets ........... $26,885,049
Notes to Financial Statements

Note 1: Notes Payable—In June, 1964, the Company arranged
with a finance company and a bank to refinance a portion of its
indebtedness. The initial loans under the financing agreement totaled
$10,250,000 and were evidenced by 734 % notes payable, The notes
are payable on demand and are secured by substantially all ac-
counts receivable, contract rights and equipment., The shareholders
will be asked to approve, in June, 1965, the pledging of all or
substantially all assets under this or any other loan agreement. . .

Receivables as Collateral or Security for Debt

R. G. LeTOURNEAU, INC.
Current Assets:

Cash ....... ... . . i, $1,302,880
Notes and accounts receivable (Note 2) .. 3,767,798
Less, Allowance for doubtful accounts .. 226,500
$3,541,298

Note 2: . . . Collateral for the above notes consists of assigned
future proceeds from a United States Army supply contract and the
below listed assets:

Notes and accounts receivable ..................... $ 736,041
Inventories .............ciuriiiiinieiirieinterenann 5,516,419
Construction and rental equipment ................. 866,400
Property, plant and equipment, net of depreciation ... 5,846,212
$12,965,072
Installment Receivables Sold
SEARS, ROEBUCK AND CO.
Current Assets:
Cash ..., $ 200,083,007
Marketable securities (market value
$18,282,303) . ............... ... 1,350,409
Receivables——net (Schedule 1) ...... 2,327,471,629

Schedule 1: Receivables—
Customer installment accounts receivable:
Easy payment accounts .............. et $1,680,343,683

Revolving charge accounts .................... 658,234,845
2,338,578,528
Other customer accounts ..............ceeeen. 50,944,252
Notes receivable—Alistate Enterprises, Inc. ........ 65,850,000
Dividend receivable—Allstate Insurance Company . 19,950,000
Miscellaneous accounts and notes receivable ...... 34,017,955
2,509,340,735

Less allowance for collection expense and losses on
CUStOMEr aCCOUNES . ....vvvvrnrennnnonenesnoes 171,835,643
. 2,337,505,092

Deduct installment accounts sold—less portion of
proceeds withheld pending collection .......... 10,033,463
$2,327,471,629
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NONCURRENT RECEIVABLES

Accounting Research and Terminology Bulletins,
Final Edition, issued by the committees on accounting
procedure and accounting terminology was published in
1961.

This edition discusses among other things the nature
of current assets (Chapter 3, Section A) from which the
following excerpts, relative to accounts receivable, etc.,
are submitted:

4. 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 (a) cash available for current operations and items
which are the equivalent of cash; (b) inventories of
merchandise, raw materials, goods in process, finished
goods, operating supplies, and ordinary maintenance
material and parts; (c) trade accounts, notes, and ac-
ceptances receivable; (d) receivables from officers,
employees, affiliates, and others, if collectible in the
ordinary course of business within a year; (e) instal-
ment or deferred accounts and notes receivable if
they conform generally to normal trade practices and
terms within the business; (f) marketable securities
representing the investment of cash available for cur-
rent operations; and (g) prepaid expenses such as
insurance, interest, rents, taxes, unused royalties, cur-
rent paid advertising service not yet received, and op-
erating supplies. Prepaid expenses are not current as-
sets in the sense that they will be converted into cash
but in the sense that, if not paid in advance, they
would require the use of current assets during the op-
erating cycle.

6. This concept of the nature of current assets con-
templates the exclusion from that classification of such
resources as: (a) cash and claims to cash which are
restricted as to withdrawal or use for other than cur-
rent operations, are designated for expenditure in the
acquisition or construction of noncurrent assets, or
are segregated! for the liquidation of long-term debts;
(b) investments in securities (whether marketable or
not) or advances which have been made for the pur-
poses of control, affiliation, or other continuing busi-
ness advantage; (c) receivables arising from unusual
transactions (such as the sale of capital assets, or
loans or advances to affiliates, officers, or employees)
which are not expected to be collected within twelve
months; (d) cash surrender value of life insurance
policies; (e) land and other natural resources; (f) de-
preciable assets; and (g) long-term prepayments which

mot 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 purposecs
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 classification.

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 re-
search and development costs.

For receivables due from unconsolidated subsidiary
and affiliated companies see this section, Table 21.

The following tabulation summarizes the 161 presen-
tations of noncurrent receivables presented by the sur-
vey companies in their annual reports for 1965, and is
supplemented by selected examples.

Number of
Noncurrent Asset Description* Presentations
: Accounts receivable or Receivables . 37
Long-term receivables ........... 38
: Notes receivable ................ 30
Notes and accounts receivable com-
bined .......... ... . ...... 22

Employees’ receivables ..........
Deferred receivables .............
Installment accounts receivable . ...
Installment notes receivable ......
Contracts receivable .............
Trade acceptances—bills—drafts

Claims receivable . ..............
Variousother ..................

CRsrmeTE YQwy

o -
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*Refer to Company Appendix Section—A: 14, 18, 54, 70, 77,
100, 121, 126, 178, 184, 194, 232, 249, 255, 299 310 318 319,
325, 338, 393 399 402 405 417, 418 429 446 452, 453, 479,
493 499, 558, 584, 587, 597; B: 2 35, 60, 68 73 150 177 208,
211, 229 244 246 247 272 384, 414 426 435 450, 460, 466,
474 489 492 495, 500 502 505 515 516 532 535, 544, 553,
566 574, 582, 592 C: 56, 64 78 95 97, 109, 129, 142, 179,
189 196, 197, 201, 251, 275 277 301 337 360 370 383 404,
461 477, 485, 488, 514, 518, 542, 571; D: 9 25, 58, 59, 65 74,
88, 109, 120, 128, 136, 153, 156 195 234, 330 355 443 458,
550, 555, 557‘ E: 29, 39 89, 116 133 183 190 196 246 254,
258 297, 396, 411, 447 525, 577 'F: 20, 26, 64, 311 G: 70 H:
136 I: 156 166 211 374 530 561 J: 26 :35, 98, 423; L: 119,

In Nencurrent Asset Section
Accounts Receivable or Receivables

ALLIED MILLS, INC.
Noncurrent Assets
Non-Current Receivables and Investments .

CARNATION COMPANY
Noncurrent Assets
Non-Current Receivables and Miscellaneous
Investments, at the lower of cost or estimat-
ed realizable values .................... $6,387,442

$948,497.45

Long-term Receivables

COLT INDUSTRIES INC.
Noncurrent Assets
Long-term receivables ................... $3,840,287
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PENNSALT CHEMICALS CORPORATION
Supplementary Financial Information

Investments and Advances:
Subsidiaries not consolidated .......... $ 9,399,046

50% owned companies ............... 2,376,000
Investments and long-term receivables . . . 2,429,029
$14,204,075

Notes and Accounts Receivable

ASHLAND OIL & REFINING COMPANY
Investments and Other Assets:
Investments in and receivables from uncon-
solidated foreign subsidiaries—at cost,
less reserve ............. . .. ....... $ 2,653,029

Capital stock of other companies—at cost 5,731,413
Notes and accounts receivable, less reserve 9,400,743
Contracts—at cost, less amortization .... 4,157,605

$21,942,792

UNITED ENGINEERING AND
FOUNDRY COMPANY
Noncurrent Assets
Accounts and Notes Receivable, Noncurrent $2,149,783

Notes Receivable

THE NEW BRITAIN MACHINE COMPANY
Investments and Other Assets:
Investments in and accounts with foreign
subsidiaries—Note B . ............. .. $1,767,396

Deposits with mutual insurance companies 163,388

Notes receivable, installments due beyond
ONE YEAT . ............uuiirininon... 542,937
Miscellaneous assets and receivables .. ... 368,086
$2,841,807

STANDARD KOLLSMAN INDUSTRIES INC.
Other Assets:

Patents—net of amortization ............ $122,284
Notes receivable, deferred charges, etc. ... .. 532,324

$654,608

Employees' Receivables

BURROUGHS CORPORATION
Other Assets:
Investment in Burroughs Finance Corpora-
tion .......... ... $ 5,209,988
Notes receivable from officers and key
employees for purchase of common stock

of the Company ................... 2,640,808
Deferred charges and other assets ... ... 3,488,710
$11,339,506

THE GILLETTE COMPANY
Noncurrent Assets

Due from employees under stock purchase and
option plans .......................... $474,000

Deferred Receivables

AMERADA PETROLEUM CORPORATION
Noncurrent Assets

Deferred Receivables, Etc. ............... $5,334,890

INTERNATIONAL SHOE COMPANY
Noncurrent Assets .
Customers’ secured loans, deferred maturities $3,187,548

Installment Receivables

AUTOMATIC CANTEEN COMPANY OF AMERICA
Other Receivables and Investments:

Installment and other receivables, less al-

lowance for losses $600,000 ......... $ 6,653,243
Investments in finance subsidiaries (Note

1) 12,336,867

Other investments .................... 107,672
Total Other Receivables and Invest-

ments ............c..ccouo.... $19,097,782

Installment Notes Receivable

CITIES SERVICE COMPANY
Investments, Advances and Sundry Assets:
The Atlantic Refining Company prefer-
ence stock—at cost. (current quoted
market value approximates $225,000,-
000) ... . . $ 30,390,383
Other investments and advances (includ-
ing subsidiaries not consolidated $13,-
574,146 in 1965 and $13,350,905 in

1964)—at cost or less ............. 55,381,650
Installment notes receivable—due in vary-
ing amounts to 1977 .............. 35,324,698
Accounts and notes receivable—not cur-
rent ... 11,534,503
$132,631,234
Contracts Receivable
METRO-GOLDWYN-MAYER INC.
Investments and Other Assets:
Investments in nonsubsidiaries, at cost .. $ 2,101,000
Television contract instalments due after
ONE YEAT . ... ..o uiveveenanennnn. 14,060,000
Miscellaneous receivables and other assets 4,884,000

$21,045,000

SUNDSTRAND CORPORATION
Other Assets:

Cash value of life insurance ........... $ 106,600

Preproduction costs (less income tax cred-
) . 980,520
Contract receivables and sundry assets ... 94,834
$1,181,954

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 Ac-
countants, 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 de-
scribe in the balance sheet deductions from assets or
provisions for particular liabilities should be avoided.”
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The steady decrease in the use of the term “reserve”
to describe uncollectible accounts appears to give rec-
ognition to the soundness of this recommendation.

Table 7 is a tabulation in comparative form of the
terminology used by the 600 survey companies; it has
been divided into three sections. The first section sum-
marizes the primary descriptive terms, such as “allow-
ance,” “reserve,” “provision,” etc., used in the balance
sheet to describe uncollectible accounts. The second
section of Table 7 sets forth the various secondary terms
used in such balance sheet descriptions. The third sec-
tion of the tabulation shows the various combinations
of primary and secondary terms used in 1965 and the
frequency of their use.

In this connection it may be noted that many com-
panies add the word “less” although this term has been
omitted from the examples cited.

The uncollectible accounts terminology used in the
1965 survey reports are presented below.

Allowance—(324 Companies) :

Allowance(s) (*26, 62, 76, 78, 83, 87, 93, 162, 198,
208, 256, 260, 334, 364, 370, 375, 383, 413, 417,
429, 431, 447, 448, 453, 483, 489, 512, 530, 535,
543, 556, 565)

Allowance(s) of $xxx (*4, 11, 17, 18, 36, 109, 130,
143, 145, 167, 188, 189, 214, 237, 244, 251, 289,
294, 295, 297, 300, 302, 309, 342, 347, 353, 380,
395, 457, 461, 466, 471, 491, 494, 528, 529, 541,
545, 546, 574, 582, 593)

Allowances and doubtful accounts (*125)

Allowance for cash discounts and doubtful accounts
(*311)

Allowances for cash discounts and doubtful accounts:
$xxx (*400)

*Refer to Company Appendix Section.

TABLE 7: UNCOLLECTIBLE ACCOUNTS

Primary Descriptive Term* 1965** 1960 1955 1950
“Allowance”—used alone .......................... 74 52 31 } 169
Allowance, €tC. .. .......... ... 250 230 217
“Reserve”™—used alone ............................ 77 117 122 } 248
Reserve, etC. . ... ... .. .. . . .. 25 38 59
Provision, etc. . ............ ... ... ... 29 38 31 37
Estimated, etc. ............. .. ... . ... .. .. ... .. ... 17 22 27 36
Deduction, etc. . ....... ... . ... — 3 4 3
Otherterms ........... ... ... ... .oiiiiiiineunenn.. 6 6 7 4
Total ... ... . . 478 506 498 497
No “uncollectible accounts” indicated ................ 122 94 102 _103
Total . ... ... .. .. 600 600 600 600
*Combined with: 1965 1960 1955 1965 1960 1955
Doubtful accounts .............. 212 195 197 Brought forward ....... 291 290 299
Doubtful notes and accounts . . ... 3 6 9 Credit losses ................... — 1 2
Doubtful amounts .............. 1 1 2 Receivable losses ............... 1 1 1
Doubtful balances .............. 2 3 4 Possible losses ................. 22 22 17
Doubtful items ................. 7 10 12 Possible collection losses ......... 4 4 7
Doubtful receivables ............ 18 14 17 Possible credit losses ............ 1 1 1
Doubtful ...................... 2 4 4 Possible future losses ............ 1 1 1
Uncollectible accounts ........... 5 5 5 Bad debts ..................... 5 12 10
Uncollectible amounts ........... 4 3 4 Allowances .................... 1 — —
Uncollectible items ............. — — 1 Other phrases .................. — 1 1
Uncollectibles .................. 2 2 2 “Allowance”——used alone ........ 74 52 31
Loss(es) ...................... 27 37 28 “Reserve”—used alone .......... 77 117 122
Collection losses ................ 8 10 14 Other terms used alone .......... 1 4 6
Carried forward . ....... 291 290 299 No “uncollectible accounts” ...... 122 94 102
Total ................. 600 600 600
Primary Descriptive Term Above:
**1965 Descriptive Terms Combined as: Allowance Reserve Provision  Estimated Other Total
Doubtful ......................... 199 22 11 7 6 245
Uncollectible . ..................... 3 1 2 5 — 11
Losses ............ . ... ... ... .. . ... 46 2 13 3 —_ 64
Bad debts ........................ 2 — 2 1 — 5
With other phrases ................. — — —_ 1 — 1
Usedalone ........................ 74 77 1 —_ —_ 152
Total ..................... 324 102 29 17 6 478
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Allowances for cash discounts, returns and doubtful ac-
counts (*388)

Allowance for claims, discounts and doubtful notes and
accounts $xxx (*184)

Allowance for discounts and doubtful accounts (*327,

379)

Allowance for discounts and doubtful accounts of $xxx
(*155)

Allowances for discounts and doubtful receivables
(*275)

Allowance for doubtful (*288, 552)

Allowance(s) for doubtful accounts (*5, 8, 9, 23, 29,
43, 51, 53, 67, 68, 72, 77, 94, 96, 103, 104, 119,
133, 138, 148, 153, 156, 169, 173, 179, 180, 183,
191, 195, 196, 200, 203, 204, 206, 212, 223, 226,
228, 239, 242, 262, 266, 269, 277, 284, 290, 291,
303, 318, 320, 337, 339, 356, 360, 385, 397, 402,
403, 404, 420, 442, 451, 455, 469, 472, 473, 481,
484, 485, 490, 492, 493, 500, 507, 509, 514, 524,
538, 553, 557, 566, 587, 590, 592, 594)

Allowance for doubtful accounts $xxx (*526)

$xxx allowance for doubtful accounts (*328, 499)

Allowance(s) for doubtful accounts and discounts
(*120, 134, 254)

Allowance for doubtful accounts and discounts: $xxx
(*314)

Allowances ($xxx) for doubtful accounts and discounts
(*92)

Allowances for doubtful accounts, freight, and discounts
of $xxx (*575)

Allowance(s) for doubtful accounts of $xxx (*1, 32,
34, 41, 55, 58, 59, 60, 74, 116, 135, 151, 157, 172,
202, 240, 249, 265, 280, 281, 306, 312, 335, 336,
369, 394, 408, 424, 428, 437, 456, 470, 475, 498,
519, 522, 523, 537, 542, 549, 555, 559, 567, 571,
576, 583, 585, 599)

Allowance(s) for doubtful items (*147, 158, 412)

Allowance(s) for doubtful items: $xxx (*52, 229)

Allowance for doubtful items and unearned finance
charges (*450)

Allowance for doubtful notes and accounts (*270)

Allowance(s) for doubtful receivables (*69, 70, 90,
123, 197, 222, 235, 258, 405, 504, 591, 598)

Allowance(s) for doubtful receivables: $xxx (*230,
233, 321)

Allowance for doubtful receivables and discounts, $xxx
(*520)

Allowance(s) of $xxx for doubtful accounts (*37, 127,
132, 201, 217, 236, 241, 323, 324, 330, 372, 376,
419, 521, 572, 577, 578)

Allowance of $xxx for doubtful accounts and deferred
service charges (*190)

Allowance of $xxx for doubtful accounts and discounts
(*13, 301)

Allowance of $xxx for doubtful accounts, deferred in-
come taxes on installment sales and unearned carry-
ing charges (*261)

Allowances of $xxx for doubtful items, etc. (*182)

Unearned carrying charges and allowances for doubtful
accounts (*501)

Allowance for amounts uncollectible (*211)

Allowance for uncollectible accounts of $xxx (*199)

Allowance for uncollectibles of $xxx (*128)

Allowance for collection expense and losses on customer
accounts (*487)

Section 2: Balance Sheet

Allowance for collection losses (*317)

Allowance(s) for loss(es) (*22, 82, 84, 112, 149, 176,
207, 250, 264, 467)

Allowances for losses $xxx (*40, 174, 175, 296, 365)

Allowances for losses, adjustments and discounts $xxx
(*511)

Allowances for losses and discounts $xxx (*416)

Allowance for losses and refunds (*12)

Allowance for losses and unearned interest: $xxx (*308)

Allowances for losses in collection ($xxx) (*322)

Allowance for losses on receivables (*89)

Allowance for possible credit losses (*219)

Allowance(s) for possible loss(es) (*33, 38, 57, 126,
248, 351, 399, 463, 479, 558)

Allowances for possible losses and cash discounts (*111)

Allowances for possible losses in collection (*506)

Allowances for possible losses in collection $xxx (*238)

Allowance for possible losses of $xxx (*331, 433)

Allowances for possible losses on collection (*15)

Allowance of $xxx for cash discounts and possible losses
(*341)

Allowance of $xxx for discounts and losses (*378)

Allowance of $xxx for possible losses (*42, 48, 527)

Deferred interest income ($xxx) and allowances for col-
lection losses (*278)

Allowance for bad debts (*423, 462)

Reserve—(102 Companies) :

Reserve(s) (*7, 25, 31, 44, 65, 88, 95, 102, 107, 137,
150, 160, 170, 177, 245, 246, 274, 286, 298, 307,
326, 343, 361, 368, 377, 387, 415, 421, 427, 444,
452, 464, 465, 480, 495, 497, 502, 513, 515, 532,
533, 548, 560, 581)

Reserve(s) of $xxx (*16, 86, 91, 106, 113, 142, 154,
159, 178, 205, 210, 255, 285, 292, 319, 329, 338,
355, 358, 396, 449, 454, 458, 486, 496, 510, 525,
579, 589, 600)

Reserve for discounts and doubtful accounts (*282)

Reserve(s) for doubtful accounts (*14, 99, 213, 333,
366, 384, 445, 508, 597)

Reserve for doubtful accounts and allowances of $xxx
(*165)

Reserve for doubtful accounts and discounts of $xxx
(*171)

Reserves for doubtful accounts and unearned carrying
charge income (*382)

Reserve for doubtful accounts of $xxx (*310, 367,
381, 586)

Reserve for doubtful notes and accounts (*488)

Reserves for returns and allowances and doubtful re-
ceivables (*186)

Reserve of $xxx for doubtful accounts (*49, 105, 432)

Reserve for uncollectible accounts (*47)

Reserve for losses (*6)

Reserves for possible losses on receivables (*110)

Unearned finance charges and reserves: $xxx (*209)

Net of reserve(s) (*392, 564)

Provision—(29 Companies) :

Provisions of $xxx (*247)

Provision for allowances and doubtful accounts (*550)

Provision for allowances and doubtful accounts—$xxx
C(*220)

*Refer to Company Appendix Section.
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Provisions for allowances, claims and doubtful balances
of $xxx (*304)

Provision for doubtful accounts (*28, 146, 436)

Provision for doubtful accounts $xxx (*243)

Provision for doubtful accounts and discounts (*81)

Provision for doubtful accounts, etc. (*259)

Provision for doubtful receivables of $xxx (*446)

Provision for estimated doubtful accounts (*391)

Provisions for uncollectible accounts (*536)

Provisions of $xxx for estimated uncollectible accounts
(*121)

Provision against losses (*39)

Provision for collection losses (*131)

Provision for losses (*61, 474)

Provision for losses in collection: $xxx (*287)

Provision for losses of $xxx (*64, 231)

Provision for possible future losses and deferred service
charges (*225)

Provision for possible losses (*101, 315, 371)

Provision for possible losses—$xxx (*595)

Provision of $xxx for possible losses in collection (*215)

Provision for bad debts (*263, 563)

Estimated—(17 Companies) :
Estimated doubtful accounts (*272, 410, 505)
Estimated doubtful accounts, discounts and allowances,

$xxx (*551)

Estimated doubtful accounts of $xxx (*346, 544)
Estimated doubtful amounts (*443)
Estimated amount(s) uncollectible (*430, 443)
Estimated uncollectible accounts (*584)
Estimated uncollectible amounts (*352)
Estimated uncollectibles (*518)
Estimated collection losses (*253, 354)
Estimated losses: $xxx (*441)
Estimated bad debts (*569)
Estimated allowances of $xxx (*10)

Various Other Terms—(6 Companies) :
After deduction of $xxx for doubtful accounts and al-
lowances (*580)

After deduction of $xxx for doubtful accounts, discounts,
returns and allowances (*114)

$xxx for doubtful accounts and allowances (*305)

$xxx for doubtful accounts and cash discounts (*348)

Net of doubtful accounts and allowances (*299)

Other investments and noncurrent receivables, at cost
less reserve (*325)

U. S. GOVERNMENT CONTRACTS

The committee on accounting procedure of the
American Institute of Certified Public Accountants, in
Accounting Research and Terminology Bulletin, Final
Edition, 1961, Chapter 11, discusses in detail the rec-
ommended procedures in accounting for cost-plus-fixed-
fee contracts, renegotiation, terminated war and defense
contracts, and their presentation in financial statements.

As shown in Table 8, the number of companies indi-
cating government contracts or defense business in their

*Refer to Company Appendix Section.

TABLE 8: GOVERNMENT CONTRACTS AND DEFENSE BUSINESS

Balance Sheet Information* 1965 1955

Current Asset Section

A: Accounts receivable due from government 36 62
B: Inventory less billings or progress pay-
ment received .................... 30 42
C: Unbilled costs or fees ............... 12 14
Recoverable costs .................. — 5
D: Reimbursable expenditures ........... 8 10
E: Fees or costs less progress payments re-
ceived ... ... 5 4
Advances or payments to subcontractors
less progress payments received from
government . ..................... —_ 2
F: Deferred general and administrative ex-
pense applicable to contracts ....... 1 1
Contract termination claims .......... — 2
Government inventory not further de-
seribed . ... ... ... — 7
Advances or progress payments received
deducted from current asset subtotal . . — 4
Emergency facilities purchased, to be ac-
quired by U. S. Government ........ — 1
Noncurrent Asset Section
Advances received with liability account
contra thereto ................... — 1
Recoverable costs .................. — 1
Current Liability Section
Invoices, payrolls, etc., applicable to con-
tracts . ..., .. —_ 1
G: Estimated price adjustments .......... 1 2
H: Advances received .................. 2 2
I: Advance payments received in excess of
expenditures ..................... 1 2
J:  Unearned billings .................. 2 -
Provision for contract settlement, or re-
funds due—U. S. Government . ..... — 4
Estimated costs to be incurred ........ — 2
Liability under incentive type contracts . — 2
Noncurrent Liability Section
Advances received (contra to asset ac-
count) ............... ... ... —_ 1
K: Notes payable due to government . .. .. 1 1
Funds for payments under U. S. Govern-
ment contracts .................... — 1
Total ..................... 99 181
Number of Companies referring to Government
Contracts or Defense Business
In balance sheet presentation ............. 50 88
In report, but not included in balance sheet
presentation .......................... 136 190
Not referring to contracts, defense business, etc. 414 322
Total ..................... 600 60()
*Refer to Company Appendix Section—A: 79, 84, 89 97

o

129, 146, 163, 181, 182, 194, 221, 230, 245 271 283, 285, 308
334, 345 359 385, 392 409 454, 460 462, 476, 508, 509 514,
527 530 555, 574; B: 6, 71, 84 97 116, 129 146 163 182, 194,
220, 221, 230, 236, 245 271, 290, 345, 357 359, 409, 411, 454,
460, 476 495, 508 509, 514, 555 C: 21, 9, 116 211, 212,
221 271, 357, 460, 509, 514; 163, 194 245, 344 411 476,
514, 543; E: 283 334, 385 392, 406 F: 359; G: 146 : 89, 181;
1: 194; 7: 64, 406 K: 411.
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annual reports has decreased from 278 in 1955 to 186
during the year under review. There were 50 companies
which made specific reference to United States Govern-
ment contracts or defense business within the balance
sheet, and 136 companies which included such infor-
mation elsewhere in their annual reports. Table 8 also
discloses the various methods used by the survey com-
panies in presenting this information in the balance
sheet.

In this and other tables it may be noted that there is
a difference between the number of items cited in the
detail section of the table and the number of companies
reporting, as shown in the summary. This difference
arises because one company may cite two or more per-
tinent items.

Contracts with the United States Government were
ordinarily described by the companies as “defense con-
tracts” or “U. S. Government contracts.” Some of the
various terms used by the companies to identify such
contracts are given below.

Descriptive Term
Cost-plus-fixed-fee contracts (*2, 460)
Cost-reimbursement type contracts (*163, 194, 409,
476, 514, 576)
Defense contracts (*7, 32, 73, 124, 223, 293, 388, 407,
493, 591)

Fixed-price type or fixed-fee contracts (*97, 345, 462,
555)

Incentive type contracts (*97, 514, 572)

Price redetermination contracts (*555)

Prime contracts (*89, 146, 182, 230, 253, 292, 411,
495, 541, 587)

Research-development type contracts (*10, 57, 150,
181, 208, 238, 278, 344, 470, 552)

Subcontracts (*8, 112, 172, 274, 328, 349, 358, 501)

U.S. Government contracts (*43, 63, 82, 139, 236,
308, 353, 406, 467, 510)

U.S. Ordnance contracts (*33, 141, 220, 355, 357, 394,
397, 572)

The amount and nature of the information given in
the 1965 reports of the survey companies with respect
to their United States Government contracts and de-
fense business differed widely. Some of the survey com-
panies gave specific information as to the nature of the
contracts while others indicated that contracts existed,
only by reference to accelerated depreciation of emer-
gency facilities, or by stating that certain sales were
subject to renegotiation.

Many companies disclosed special features applicable
to United States Government contracts, some of which
are listed below.

*Refer to Company Appendix Section.

Special Feature

Certain assets pledged as collateral or security—or title
vested in U.S. Government—for loan or financial aid
from government (*84, 163, 181, 271, 411, 476)

Certain receivables due to company from government
pledged to secure loans obtained from nongovernment
sources (*146, 150, 221, 337, 359, 514)

Government-owned plant and equipment operated by
company (*2, 18, 82, 97, 195, 226, 245, 263, 381,
454)

Price redetermination or contract adjustment clause (*6,
212, 406, 540, 576)

Contract completed during year (*43, 79, 300, 397,
555)

The following examples selected from the 1965 an-
nual reports illustrate the methods of disclosure used
by the companies regarding their United States Govern-
ment contracts.

Cost-Plus-Fixed-Fee Contracts

" ACF INDUSTRIES, INCORPORATED
Letter to Stockholders

The Albuquerque Division manages the South Albuquerque, New
Mexico facility of the Atomic Energy Commission. Its achievements
in the manufacture of complex components and assemblies of high
reliability, and its applied research with conventional and exotic
metals, and with plastics, have enhanced ACF’s national reputation
as a manufacturer and have served as a standard of excellence
within the Company. The Division shared to a minor degree the
general retrenchment by the AEC in direct defense work, a re-
duction that is being partially balanced in the current year by
increased field engineering support, special component fabrication
and expanded activity in the NERVA (Nuclear Engine for Rocket
Vehicle Application) program. The Division operates on a cost-
type fixed-fee contract.

CONTROL DATA CORPORATION

Notes to Financial Statements

Note 10: Contingent Liabilities and Commitments—Substantial
portions of sales for periods subsequent to June 30, 1961 are
subject to statutory renegotiation and costs on cost-plus-fixed-fee
contracts are subject to audit, In the opinion of the Company,
refunds and unallowable costs, if any, which may be determined

will not have a material effect on the consolidated financial position
as of June 30, 1965.

RAYTHEON COMPANY
Current Assets:
Cash .......... ... . ... . . ... $ 5,068,898
Accounts receivable:
Government contracts, direct and in-
direct, including unbilled costs and
fees on cost-type contracts: 1965,

' $16,276,823; 1964, $24,386,947 .. 57,548,452
Commercial ..................... 29,065,713
Inventories (Note B):
Fixed price contracts in progress, less
progress payments: 1965, $54,568,-
109; 1964, $71,687,202 .......... 54,756,745
Other ........ ... ... ... .. ..... 62,095,960
Prepaid expenses ................... 2,333,935

Total Current Assets ...... $210,869,703
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Cost-Reimbursement Type Contracts

CONTINENTAL MOTORS CORPORATION
Current Assets:
Cash ........ .. . i, $ 2,059,405

US. Treasury bills ................... 1,979,727
Accounts receivable:
United States Government agencies ... 6,369,089
Other .......... ... it 12,672,339
Unreimbursed costs and fees under cost re-
imbursement type contracts .......... 3,716,686
Inventories (Note 1):
Finished goods, work in process and ma-
terials ............ ... ... ... 40,809,156
Manvufacturing supplies ............. 769,076
, 41,578,232
Less progress payments ............. 846,051
40,732,181
Prepaid expenses .................... 763,467
Total Current Assets ....... $68,292,894

DOUGLAS AIRCRAFT COMPANY, INC.

Financial Review

Of the 1965 sales under government contracts, space programs
accounted for $318,390,000, military missiles for $57,479,000 and
military aircraft for $135,956,000. Of these sales 66 per cent were
under cost-type contracts as compared with 65 per cent in 1964.
The remaining government sales were under fixed-price contracts
largely of the incentive type. In the future, however, it is expected
that the percentage of the fixed-price type contracts will increase.

THE RYAN AERONAUTICAL CO.
Current Assets:

Cash and U.S. treasury bills ........... $ 5,090,599
Accounts receivable:

United States government agencies .... 10,948,618
Other ......... ... ... ... ........ 13,411,832
Unreimbursed costs and fees under cost re-
imbursement type contracts .......... 7,925,775
Inventories, at lower of cost or market
(Note 2):
Materials, parts and supplies ........ 1,069,059
Finished goods and work in process .. 43,408,931
44,477,990
Less progress payments ............. 846,051
43,631,939
Prepaid expenses .................... 1,249,169
Total Current Assets ...... $82,257,932

STANDARD KOLLSMAN INDUSTRIES INC.
Notes to Financial Statements

Note 1: Contract Accounting—Revenues and profits on cost
reimbursement and long-term fixed price contracts are recorded on
the percentage of completion basis as the contracts progress.
Amounts so recorded which remain unbilled are shown separately
in the accompanying balance sheet, net of progress payments re-
ceived, Fees taken into income on contracts with incentive provi-
sions include that portion of incentive amounts reasonably deter-
mined to be_ attainable. If estimates of total contract cost indicate
a loss, provision is made currently for the total loss anticipated
on the contract.

Fixed-Price Type or Fixed Fee Contracts

THE BOEING COMPANY
Notes to Financial Statements

Inventories: Work in process on military fixed-price incentive

type contracts is stated at the total of direct costs and overhead
applicable thereto, less the estimated average cost of deliveries
based on the estimated total cost of the contracts. Work in process
on straight fixed-price contracts is stated in the same manner,
except that applicable research, developmental, administrative, and
other general expenses are charged directly to earnings as incurred.
In addition, effective January 1, 1965, the Company adopted the
policy of cilarging basic engineering and planning costs applicable
to commercial jet transport programs directly to earnings instead
of to work in process. The effect of this change was to reduce
net earnings for 1965 by $9,700,000. At December 31, 1965, work
in process aggregated $527,853,000, less advances and progress pay-
ments of $346,288,000.

LOCKHEED AIRCRAFT CORPORATION
Financial Review

Profit Analysis: When allowance is made for new business ex-
penses in 1965, of course, our profit increase is even more marked.
Reasons include the continuing shift to fixed price contracts that
offer greater rewards to offset higher risks than those involved in
cost-plus-fixed-fee, the larger sales volume, even more effective cost
reduction and quality assurance programs that raised efficiency,
zli)nil sustained volume of such big programs as our C-141 and

olaris.

REMINGTON ARMS COMPANY, INC.
Letter to Stockholders

Fees covering operation of the Lake City Army Ammunition
Plant for the United States Government under a fixed-fee contract,
included in other income, were $1,443,000 for 1965, compared with
$1,371,000 for 1964, Value of production at the Lake City Plant,
not included in company sales, amounted to $54,275,000 in_ 1965,
compared with $47,336,000 in 1964. After deduction of applicable
Federal and state taxes, fee compensation amounted to about 1.35
percent of the value of production.

UNITED AIRCRAFT CORPORATION
Letter to Stockholders

Sales to the Government in 1965 amounted to $939,516,217, an
increase of $64,963,461 over 1964, with higher shipments of prod-
ucts and parts more than offsetting lower billings of $24 miilion
under experimental contracts, which amounted to $348,835,794.
The greater part of the Corporation’s sales to the Government are
made under fixed-price or price-redetermination type contracts,
with sales under cost-reimbursement type contracts accounting for
only 18% of total sales in 1965 compared to 23% in 1964,

Incentive Type Contracts

UNIVERSAL AMERICAN CORPORATION
Financial Review

During the year, limited production was instituted on a new
40mm aluminum cartridge case to help propel a destructive pro-
jectile in the Army’s hand-held grenade launcher. Amron engineers
were successful in obtaining government acceptance of a basic
design innovation which eliminated the expensive cadmium plating
of the M384 projectile by replacing it with an alternative coating
at substantially less cost. This was accepted under the value en-
gineering incentive provisions of the supply contract.

Research-Development Type Contracts

AMERICAN OPTICAL COMPANY
Operations Review

During 1965 this Division continued to push forward a balanced
program of basic and applied research. The research undertaken
included a number of projects under direct contract with the
government,

TEXAS INSTRUMENTS INCORPORATED
Operations Review

A contract for continued research and development work on the
Shrike tactical missile was awarded to the company in 1965. Shrike
subsystem production orders brought TI’s total for the program to
$25 million.
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Defense Financing

Certain of the companies which operated under
United States Government contracts disclosed the meth-
ods used to finance such production. Funds for defense
work frequently were indicated as obtained through
Regulation-V or revolving credit agreements with banks,
or received directly from the United States Government
as advance payments on uncompleted contracts or work
in progress, etc. In some cases a government-owned
plant is operated by the company or certain assets are
pledged as collateral for government loans.

Examples of the amount of disclosure given by these
companies with regard to defense contracts and financ-
ing follow.

ADMIRAL CORPORATION
Current Assets:
Cash, including in 1964 temporary invest-
MEDtS . ... ... $ 10,655,519

Notes and accounts receivable:

Due from United States Government . 2,732,406
Trade, less reserve for losses (1965—
$1,874,613; 1964—%$1,663,965) M
42,334,711
Excise tax floor stock refund claims (un-
der Excise Tax Reduction Act of 1965)
—Note B(2) ................. ... 1,265,212
Inventories—at the lower of cost or mar-
ket:
Government contracts, less progress
payments (1965—$4,061,795; 1964
—$1,220,156) ................. 5,394,751
Civilian ......................... 41,565,863
46,960,614
Total Current Assets ...... $101,216,056
Current Liabilities:
Notes payable:
Banks:
Civilian line—foreign .............. $ 160,000
Defense line ..................... 6,000,000
Current installment of long-term debt—
domestic—Note C .. ............... 1,000,000
$7,160,000

THE BENDIX CORPORATION
Current Assets:
Cash . ......... . ... . $ 24,047,591
Receivables (including unbilled charges) :
United States Government departments

or agencies .................... 69,479,010
Other ........... ... ... ... ...... 92,542,993
Total receivables ......... 162,022,003

Less allowance for losses on receivables 1,200,000
Net receivables . ... ....... 160,822,003

Inventories, at cost or market, whichever

is lower (Note 5) ............. ... 169,204,920
Total Current Assets ...... $354,074,514

Note 5: Customers’ Advances on Sales Orders—By the terms of
agreements with Government departments, under which the Cor-
poration has received advances and partial payments on sales orders,
inventories and non-durable tools acquired for such orders were
subject to lien at September 30, 1965.

COLLINS RADIO COMPANY
Current Assets:
Cash ............ ... ... ... .... $ 6,032,018
Accounts and notes receivable (Note 1):
United States Government, prime and

subcontracts ................... 35,780,890
Others (less provision for doubtful ac-
counts of $350,029—1965 and $315,-
538—1964) ................... 24,062,669
Inventories, at the lower of cost or mar-
ket, except United States Government
inventories at cost (less unliquidated
progress payments of $16,360,253—
1965 and $10,458,997—1964) (Note
1) e 74,628,943
Prepaid expenses ................... 789,500
Total Current Assets .......... $141,294,020

Note 1: Notes Payable and Long-Term Liabilities—A bank credit
agreement dated May 29, 1964 provides a revolving credit of up
to $75,000,000 extending to November 30, 1965. The Company
intends to apply for extension of all or a portion of this credit.
At July 30, 1965, $45,750,000 was in current use. Proceeds from
inventories and receivables under certain United States Government
contracts and from receivables under certain commercial sales
are assignable upon request of the lenders as collateral security
under this agreement. At year end, the total collateral available
for this purpose approximated $84,000,000.

BEECH AIRCRAFT CORPORATION

Current Assets:
Cash ..., $ 2,863,611
Marketable securities—at cost (approxi-

mate market) ..................... 4,399,761
Installment receivables, less allowances for
losses and unearned finance charges—
Note A .................ccui.... 16,693,103
Accounts receivable—United States Gov-
ernment and prime contractors ...... 6,811,597
Other accounts receivable ............. 2,686,507
Inventories, less progress payments of $6,-
111,798 in 1965, and $5,675,934 in 1964
—Note B ........................ 29,901,260
Prepaid expenses .................... 166,430
Total Current Assets ....... $63,522,269

Note B: Inventories—Inventories at the balance sheet date were
as follows:

Demonstrator Airplanes ...............ccovivevenn.. $ 1,348,138

WOIK in Process ........civvviiineninennneennsn. 24,979,787
Raw Materials and Parts ...................¢c..... 9,685,133
$36,013,058

Demonstrator airplanes were included at cost less an estimated
allowance for reconditioning, The amounts for work in process
were the total costs accumulated under a job cost system, after
deducting the estimated cost of units delivered and, for certain
projects, estimated amounts required to reduce the balances to
market (based on current selling prices). Engineering and tooling
costs applicable to work in process were included to the extent
recoverable under specific contracts. Raw materials and manufac-
tured parts were priced at standard costs (adjusted to the lower of
actnal cost or market at the balance sheet dates) for material,
labor, and burden.

Amounts shown for inventories included items, title to which is
vested in the United States Government by reason of progress
payment provisions of related contracts.
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MAXSON ELECTRONICS CORPORATION
Current Assets:
Cash .......... ... . 0., $1,053,962
Accounts receivable (including amounts due
from the U. S. Government—$1,027,290

in 1965; $565,500 in 1964) (Note 4) .. 2,036,320
Inventories (Notes 2 and 4):
U. S. Government contracts and subcon-
tracts in process (less progress pay-
ments—$3,243,893 in 1965; $124,854
in1964) ... ... ... ... ... ... ... 2,979,664
Commercial products ................ 925,082
Prepaid expenses ..................... 149,293

Total Current Assets ............ $7,144,321
Noncurrent Liabilities
Debt due after one year:
Notes payable to banks (Note 4) ....... $1,600,000
5% 9% mortgage—due in monthly install-
ments of $11,250 (including interest),

balance due October 1, 1973 . ........ 1,345,595

5% mortgage—due in quarterly installments
to February 1, 1971 ................ 72,871
Total Debt Due After One Year .. $3,018,466

Note 4: Notes Payable to Banks—On December 10, 1965 the
Company entered into a credit agreement with two b providing
for a $6,000,000 line of credit until December 15, 1967 at an in-
terest rate of 514 %. The first borrowing under the agreement in-
cluded $1,600, 000 which replaced short-term_borrowings under the
Companys previous credit agreement and is evidenced by notes
maturing on December 15, 1967. Other borrowings are to be
evidenced by ninety-day notes. Borrowings are to be based on
receivables and inventories and collateralized by amounts due or to
become due under assigned U. S, Government contracts, by certain
commercial receivables and inventories and by a second mortgage
on the Company’s Great River property.

Renegotiation

There were 50 survey companies that referred to
renegotiation or to renegotiable sales in their 1965 re-
ports. Of these companies, four included in their balance
sheets, mostly under current liabilities, a provision for
estimated renegotiation liability, and an additional eight
companies referred to such provision in the notes to the
financial statements or in the letter to the stockholders.
The remaining 38 companies made no provision for
possible renegotiation liability, even though they re-
ferred thereto or mentioned renegotiable sales. In such
instances the reports usually contained further discus-
sion and comments explaining the reasons for the ab-
sence of any provision for possible renegotiation liabil-
ity. 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 af-
fect net income. Other explanations stressed that it was
believed that no excessive profits were realized though
it was impossible to predict the Renegotiation Board’s
actions, while some companies not accepting the as-
sessed 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* 1965 1955 1951

Provision for estimated renegotiation lia-

bility—
Set forth under Current Liabilities:
A: Combined with liability for taxes . 3 24 18
B: Combined with nontax liability .. 1 4 3
Separately set forth ............ — 6 1
Referred to in:
C: Notes to financial statements . ... 5 9 16
D: Letter to stockholders .......... 3 5 5
E: No provision made for possible re-
negotiation liability, although ref-
erence made thereto or to “rene-
gotiable sales” ............... 38 133 175
Number of Companies Referring To:
Renegotiation or renegotiable sales .... 50 181 218
Not referring thereto ............... 550 419 382

Total .................... 600 600 600
*Refer to Company Appendix Section—A: 271, 540, 548; B: 246;
C: 6, 212, 221, 307, 406; D: 48, 94, 122; E: 79 89, 97, 129,
141, 146 166 194 205 219 230 243 245 248, 287 292 2917,
343, 345, 357 359 392 397 409 411 420 474 476, 495, 5()4
509 510 514, 515, 527, 543, 555, 598.

Examples—Renegotiation

The following examples, taken from the 1965 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

GENERAL ELECTRIC COMPANY
Current Liabilities:

Other costs and expenses accrued .. ... $392,598,568

Financial Summary

Other costs and expenses accrued included payrolls accrued of
$34.0 million at December 31, 1965 and interest expense accrued
amounting to $4.6 million, The remaining costs and expenses ac-
crued included liabilities for items such as replacements under

guarantees, renegotiation, allowances to customers and employee
benefit costs.

GRUMMAN AIRCRAFT ENGINEERING
CORPORATION
Current Liabilities:
Notes payable to banks and other, in-
cluding installments due within one
year on long-term debt ............ $ 37,150,000

Accounts payable and accrued wages .. 64,973,530

Federal income and other taxes, and re-
negotiation (Note 3) .............. 19,274,896
Other liabilities ..................... 9,894,24_8
Total Current Liabilities ....... $131,292,674

Note 3: A substantial portion of sales are subject to the Re-
negotiation Act of 1951. Renegotiation has been concluded through
1964. The Company believes that no excessive profits exist in
1965d however, the policy of maintaining reserves has been con-
tinue
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TEXAS INSTRUMENTS INCORPORATED
Current Liabilities:
Loans payable (overseas subsidiaries) ... $ 3,489,532

Accounts payable ................... 27,953,382
Income taxes, redeterminations and rene-

gotiation .............. ... . ... .... 22,010,001
Accrued retirement and profit sharing con-

tributions ......... .. .. . ... ... .... 19,359,876
Accrued expenses and other liabilities ... 14,343,172
Dividends payable ................... 1,262,066

Total Current Liabilities ........ $88,418,029

THE TORRINGTON COMPANY
Current Liabilities:
Accounts Payable and Accrued Expenses .
Reserve for U.S. and Foreign Income Taxes
and Renegotiation ............... ... 7,554,687

Total Current Liabilities ........ $16,270,031

$ 8,715,344

Referred to in Notes to Financial Statements

EMERSON ELECTRIC CO.
Notes to Financial Statements

Note 5: Commitments and Contingent Liabilities—The companies
operate at sixteen locations under lease agreements expiring be-
tween 1970 and 1984. The minimum annual rentals under such
leases aggregate approximately $1,250,000.

. The unfunded past service liability of the companies under pen-
sion plans at September 30, 1965 has been estimated by independent
actuaries at approximately $7,600,000. The cost of past services
is being funded principally over a period of approximately 30 years.

Proceedings under the Renegotiation Act of 1951 have been
concluded for all years to and including the year 1962 with no
refund required. Provision has been made in the accounts to cover
anticipated amendments or refunds with respect to price adjust-
ments of United States government contracts,

FAIRCHILD HILLER CORPORATION
Notes to Financial Statements

Note 6: The Renegotiation Board made a determination that for
the year 1953 the Corporation had excessive profits of $2,000,000
which, after tax adjustments, would require a net refund of ap-
proximately $400,000. The Corporation petitioned the Tax Court
of The United States to review this determination and the Corpora-
tion believes that adequate provision has been made in the accounts
to cover any required refund. Clearance has been received for the
years 1954 through 1964, The Corporation believes that no exces-
sive profits were earned in 1965.

INTERNATIONAL BUSINESS MACHINES

CORPORATION

Notes to Financial Statements

Renegotiation: The Consolidated Statement of Earnings and Re-
tained Earnings includes estimated provision for renegotiation of
U.S. government contracts.

Referred to in Financial Review

CARRIER CORPORATION
Financial Review

Final clearance on all Federal income tax matters for the years
1958-1962 was received during the year. Clearance on renegotiation
matters has been received through 1964.

No Provision Made Although Reference Made to

Renegotiation Liability or Renegotiable Sales
THE CESSNA AIRCRAFT COMPANY
Financial Review

Earnings on government contracts and subcontracts were im-

proved over last year; however, no provision for refund under the
Renegotiation Act is considered necessary. Clearance of all results
through 1963 has been granted by the Renegotiation Board.

DOUGLAS AIRCRAFT COMPANY, INC.

Notes to Financial Statements

Note H: Renegotiation—Certain business done by the Company
during the fiscal years 1963, 1964, and 1965 is subject to renegotia-
tion by the U. S. Government, but the Company believes no re-
negotiation refund will be required. The Company has filed peti-
tions in the Tax Court of the United States for recovery of re-
negotiation refunds for fiscal years 1953, 1954, and 1955 which are
still pending,

MARTIN MARIETTA CORPORATION

Financial Review

Renegotiation: Substantially all sales of the Martin Company
Division are subject to the Renegotiation Act of 1961, but only a
nominal amount of the Commercial Group’s sales falls within the
provisions of the Act. Renegotiation proceedings have been com-
pleted through September 30, 1961, As to subsequent years, man-
agement_believes that no excessive profits have been realized and
no provision for refunds has been made.

NATIONAL COMPANY, INC.
Notes to Financial Statements

Note 1: Federal income tax returns of the parent company
have been examined through December 31, 1964 and resulting
minor adjustments have been reflected herein. The parent company
has made no provision for federal income taxes for 1965 because
of the loss carry-forward from 1963 and has approximately $525,000
additional carry-forward available against taxable income of future
years.

In February, 1966, in connection with an examination of federal
income tax returns of National Radio Company, Inc. for the years
ended February 28, 1963 and February 29, 1964, the examining
agent proposed disallowance of net operating loss carry-forward
deductions. If this proposal is sustained, the resulting federal in-
come tax would be $138,000, which has been provided for in the
accompanying statements. The company does not agree with this
proposal and will contest any claim arising therefrom.

Renegotiation clearance has been received for all years through
f19641 9ansd the company believes that no renegotiation liability exists
or 1965.

INVENTORY

Accounting Research and Terminology Bulletins,
Final Edition, 1961, issued by the committee on ac-
counting procedure of the American Institute of Certi-
fied Public Accountants, Chapter 4, states in part:

The term inventory is used herein to designate the
aggregate of those items of tangible personal property
which (1) are held for sale in the ordinary course of
business, (2) are in process of production for such
sale, or (3) are to be currently consumed in the pro-
duction of goods or services to be available for sale. . .

The basis of stating inventories must be consistently
applied and should be disclosed in the financial state-
ments; whenever a significant change is made therein,
there should be disclosure of the nature of the change
and, if material, the effect on income. . ..

Presentation

Inventories were presented on the balance sheets of
the 600 survey companies in varying detail. The term
inventory or inventories was used by 145 companies
exclusive of other detail on the balance sheet. An addi-
tional 121 companies used the same manner of presen-
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tation on the balance sheet but supplied supplementary
detail as to the composition of the inventory in the notes
to the financial statements or elsewhere in the report.
The remaining 334 companies provided inventory de-
tails on the balance sheet as follows:

Separate captions and amounts Number of
presented for: Items
Finished goods or products 157
Work in process 115
Raw materials 61
Materials 2
Supplies 52
Merchandise 27
Various other separate captions 4

Combined caption with one total Number of
amount presented for: Items
Finished goods and work in process 72
Finished goods, work in process, and

raw materials 35
Finished goods, work in process, raw

materials, and supplies 13
Finished goods and raw materials 4
Work in process and raw materials 14
Work in process, raw materials, and

supplies 15
Raw materials and supplies 112
Raw materials and parts 6
Raw materials, supplies, and finished

goods 6
Materials and supplies 50
Merchandise and supplies 7
Merchandise, materials, and supplies S
Various other combined factors 9

Inventories Pledged

Twenty-four companies indicated that some portion
of their inventory was pledged as security on a loan
(*84, 89, 146, 163, 177, 181, 194, 236, 250, 271,
288, 337, 345, 357, 359, 387, 409, 411, 436, 514,
555, 565, 573, 583). At least 4 companies (*92, 266,
331, 403) referred to inventories in transit.

Pricing Basis

The most commonly used basis of valuation for in-
ventories continues to be “lower of cost or market,” as
shown in the 1965 reports of the 600 survey companies.
Table 10 summarizes the various bases stated by the
survey companies to have been used in the pricing of
their inventories.

The subject of inventory pricing is discussed in Chap-
ter 4 of Accounting Research and Terminology Bulle-

tins, Final Edition, 1961, issued by the American In-
stitute of Certified Public Accountants, from which the
following excerpts are taken.

The primary basis of accounting for inventories is
cost, which has been defined generally as the price
paid or consideration given to acquire an asset. As
applied to inventories, cost means in principle the sum
of the applicable expenditures and charges directly or
indirectly incurred in bringing an article to its existing
condition and location. . . .

Cost for inventory purposes may be determined un-
der any one of several assumptions as to the flow of
cost factors (such as first-in first-out, average, and last-
in first-out) ; the major objective in selecting a method
should be to choose the one which, under the circum-

- stances, most clearly reflects periodic income. . . .

. . . Selling expenses constitute no part of inventory
costs. It should also be recognized that the exclusion
of all overheads from inventory costs does not consti-
tute an accepted accounting procedure.

METHODS OF "COST" DETERMINATION

Table 10 also discloses the methods of “cost” deter-
mination for the pricing of either all or part of the
inventories as reported by 445 of the 600 survey com-
panies. The remaining 155 companies did not disclose
their method of cost determination, and of these, one
(*98) did not refer to the basis of pricing its invento-
ries. The most frequently used method of cost determi-
nation for the pricing of inventories disclosed by the
survey companies is the first-in first-out (fifo) method.
The only other extensively mentioned methods were
“average cost” and last-in first-out (lifo). This is the
second year since 1950, when this table was first com-
piled, that the number of survey companies using the
first-in first-out (fifo) method surpassed the number of
companies using the last-in first-out (lifo) method.

Examples illustrating the various methods of cost de-
termination used in the valuation of inventories follow,
and it may be noted that many of the methods disclosed
apply to part of the inventory only. In 1965 alone, 14
companies more than in 1964, used the first-in first-out
(fifo) method of cost determination.

Last-in First-out "Cost"

PULLMAN INCORPORATED
Current Assets:
Inventories, at lower of cost or market (in-
cluding $8,729,618 for 1965 on a last-in,
first-out basis) :
Finished goods .................. $ 7,667,305
Costs accumulated on uncompleted

contracts and work in process ... 48,839,840

Raw materials, service parts and op-
erating supplies ............... 25,103,664
Total Inventories .......... $81,610,809

*Refer to Company Appendix Section.
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TABLE 10: INVENTORY PRICING
I: Basis of Pricing

Bases:* 1965 1964 1960 1955
Lower of Cost or Market—
A: Lower of Costor Market ...................... 431 416 381 349
B: Lower of Cost or Market; and Cost .............. 52 67 91 82
C: Lower of Cost or Market; and one or more other bases 8 8 20 40
D: “Cost not in excess of Market” ... ............... _45 41 35 54
540 532 527 525
Cost—
E: Cost ... e 34 33 42 34
F: Cost; and one or more other bases . .............. 3 9 15 60
G: Cost; and Lower of Cost or Market (See above) ... 52 67 91 82
H: Cost;lessthanmarket ......................... _42 33 13 20
131 142 161 196
Other Bases —
I: CostorlessthanCost ........................ 23 21 14 29
J: Cost or Less than Cost “not in excess of market” .. 6 6 8 6
K: Market ........... i 4 5 5 18
L: Market or Less than Market .................... 7 3 4 5
Contract priCe .. ........cuuiiinininnninnann. — —_ 1 4
M: Selling price . ..........cuniiiiinienaneeenn 2 2 1 3
Assigned values ................. ... ... ..., — —_ 1 3
N: Prime cost .............cc0. i, 1 —_— —_ —
O: Direct coSt ....... ...t 1 —_ —_ —_
P: Various other bases ........................... 2 2 3 23
_46 39 37 91
Total ........ ... ... ... ... ... ....... 717 713 725 812
1I: Method of Determining “Cost”
Methods: ** 1965 1964 1960 1955
A: Last-in first-out (Lifo) ........................ 191 190 196 202
B: Average cost .................iiiiiiiiiiin, 176 163 157 146
C: First-in first-out (Fifo) ........................ 213 199 182 138
D: Standard costs ...............citiiiiiii 28 30 35 31
E: Approximate cost ................ ... .. .. ..... 5 5 10 11
F: Actual cost ............ 0ttt 13 14 9 8
G: Invoice COSt ........cviiiiiiii i 1 1 2 1
H: Production cost .............ccoiuiiniininnann. 5 7 9 4
Estimated cost ... ...... .00t — 1 6 5
I: Replacement or current cost .................... 12 10 6 4
J: Retail method ............... ... ... ... ..., 17 15 16 14
K: Base stock method ................. e 1 1 5 4
L: Job-order method ............... ... ... ... ..., 3 2 4 1
M: Prime COSt ... ioti ittt e 2 2 N/C N/C
N: Accumulated costs ..........coviiiieinuennnn 6 6 N/C N/C
Q: Othermethods . ......... ... iiiiiiiiinnennn. 3 2 3 8
Total ... 676 648 640 577
Number of Companies:
Stating inventory pricing basis and cost method ........ 264 278 323
Stating inventory pricing basis, but cost method with regard 382
to part of inventory only ........................ 181 151 103
Stating inventory pricing basis, but omitting cost method . 154 170 174 o212
Not stating inventory pricing basis or cost method . ... .. _1 _ 1 — 6
Total ... ... 600 600 600 600

N/C—Not compiled.

*Refer to Company Appendix Section—I: A: 5, 14, 21, 147, 167, 199, 277, 303, 312, 331, 357, 419, 464, 491, 493, 501, 512, 540, 571,
B: 10, 40, 66 114, 138, 187, 207, 269, 287, 308 379 384 386 414 471 480 509 551 5 58, 596 C: 149 169 202 375, 405,
485, 495 74 77 96, 106, 108, 115, 222, 246, 283, 336, 350 369, 399 408 427 453 542 556 557 572; 46 81 124 176
244 259 273 340 348 418 440 457 468 518 521 534 555 570 587 F: 51, 84, 373 H: 68 72 94 163 168 183, 227,
268 276 320 321, 325, 352, 360, 361, 435 505 590 20 23, 25, 35 54 56, 164 165 272 326, 409 492 515 516 517 531,

544, 550, 584; J: 125, 200, 354, 416, 462, 553; K: 54 51, 534, 568; L: 60, 248 384 457, 535 547, 592; M: 13, 44} N: ' 4; O

P: 99, 561

**Refer to Company Appendix Section—II: A: 18, 57, 90, 117, 146, 159 184, 223, 256, 291, 316, 365, 379, 394, 432 464, 511,
559, 593; B: 43, 76, 119, 154, 180, 229, 240, 262 307, 347, 376 12 440, 492, 493 520 557 580 C:'1, 32, 79, 111
1717, 194, 210, 224 289 303, 333, 346, 387, 421, 448, 488, ’509, 530 579 "D: 30, 80, 84, 91, 92, 115, 206, 216, 280, 373 395
414, 441, 467, 481, 540 542 572, 574; E: 16, 277, 287 354, 466 2 80, 84, 93, 94 129 i55 192, 196, 214, 414, 443 472,

. Gt
H: 81 97, 126, 345, 482; I: 24, 62, 120, 183 318 339, 443 469, 482 535 555 567; J: 15, 67, 99 138 225, 259 261, 264 266

360, 371 403 424 487, 494 594; K: 202 : 84, 373, 557; M: 4 99; N: 283, 357, 359, 367 409 411; O: 169 337 375,

1950
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Last-in First-out "Cost" (continued)

THE ANACONDA COMPANY

Current Assets:
Cash ...........oo i, $ 55,850,102
Marketable securities—at cost, which ap-

proximates market ............... 74,644,475
Accounts receivable, less allowance for

doubtful accounts ................ 101,695,055
Metals and manufactured products —

Note C ... ... ... ... .. 136,466,136
Supplies—Note C .................. 72,385,604

Note C: Metals and Manufactured Products, Supplies—Finished
metals held for sale or in process of fabrication are carried at
cost, principally on the last-in, first-out basis, except by-products,
mcludmg silver and.gold, which are carried at market or less. All
other inventories in process or finished are carried at cost com-
puted on the last-in, first-out, average or other appropriate basis.
Such costs are not in excess of current market values.

Supplies include operating and replacement parts, and are carried
at cost on the last-in, first-out, average or other appropriate basis.

CONTINENTAL CAN COMPANY, INC.

Current Assets: In thousands
Cash and Short Term Securities ........... $ 42,022
Receivables, less Allowances ............... 92,635
Inventories .............. ..., 206,179
Total Current Assets .............. $340,836

Notes to Financial Statements

Inventories: Inventory valuations, stated at the lower of cost or
market, were as follows:

In thousands
Raw Materials and Supplies ...................... $ 81,194
Work in Process and Finished Goods .............. 124,985
$206,179

Cost has been determined principally on the basis of standard or
average costs with the exception of 39% of the 1965 inventory
32% m 1964), which have been valued on a last-in, first-out
(LIFO) basis.

GOLDBLATT BROS., INC.
Current Assets:
Cash ...... ... ... ... .. .. . i, $ 1,129,288
Receivables (including $3,100,000 at Jan-
uary 30, 1965, due after one year) less
allowance of $4,938,855 and $3,829,560
at respective dates for doubtful accounts,
deferred income taxes on installment
sales and unearned carrying charges ..
Merchandise inventories and supplies,
priced at the lower of cost or market,
primarily by the retail method applied
in part (approximately 70% in both
years) on a “last-in, first-out” basis ..

18,425,181

25,018,496

McCORMICK & COMPANY, INCORPORATED
Current Assets:

Cash ......... ... ... ... . . .. ... $ 607,171

Receivables, less allowance for losses (1965

—$47,000; 1964—$41,000) ......... 9,196,093
Inventories (Note A) ................ 13,445,777
Expenses paid in advance .............. 505,054

Total Current Assets ........... $23,754,095

Note A: Inventories are valued at the lower of cost (approxi-
mately 8% Lifo and remainder generally at average cost) or market.

Average "Cost"

LILY-TULIP CUP CORPORATION
Current Assets:
Inventories—at the lower of average cost

ormarket .............. ... . ...... $21,705,837

THE AMERICAN SHIP BUILDING COMPANY
Current Assets:

Cash ...... ... ... ... i, $ 2,752,772

Accounts receivable, less allowance for

doubtful accounts .................. 4,209,790
Unbilled work, at cost—less progress bill-
ings: 1965, $23,916,413—1964, $6,497,-
937—Note A ...................... 4,574,797
Inventory, at lower of cost (generally av-
erage) or market ................. 1,514,252
Prepaid expenses .................... 387,116
Total Current Assets ........... $13,438,727

THE CLEVELAND-CLIFFS IRON COMPANY
Current Assets:
Inventories—at lower of cost (principally
average cost) or market:
Iron ore ........... ... ... ...... $13,711,816
1,057,496

$14,769,312

PITTSBURGH PLATE GLASS COMPANY
Current Assets:

Inventories ........................ $163,394,000

Notes to Financial Statements

Note 2: Inventories—Inventories are stated generally at the lower

of cost or market, with cost being determined at average or standard
excluding certain fixed expenses.

Finished products ..............c.iiiivunnneen... $ 92,701,000

Work In Process ...........cceeiiiiiiiiiennienannn 16,692,000
Raw materials .................. . ..., 28,508,000
SUPPHES . ... e e e e e 25,493,000
Total ...oiiiti i e e $163,394,000
THATCHER GLASS MANUFACTURING
COMPANY, INC.
Current Assets:
Inventories (not in excess of market
prices) :
Finished ware and ware in process,
at standard costs which approxi-
mates actual .................. $ 9,427,018
Materials and supplies, at average cost 4,777,203
Total Inventories .......... $14,204,221

First-in First-out "Cost"

AMERICAN BAKERIES COMPANY

Current Assets:
Inventories (Note 1) .................. $6,299,741
Note 1: Inventories—Inventories consist of flour and other in-

gredients, supplies, and products valued at the lower of cost (first-in,
first-out) or market.

FAIRCHILD CAMERA AND
INSTRUMENT CORPORATION
Current Assets:

Inventories, at the lower of cost (princi-
pally first-in, first-out) or estimated re-
alizable market:

U. S. Government contracts and other
work in process, less progress pay-
ments — 1965, $3,732,599; 1964,

$3,660,580 . .................. $15,737,714
Raw materials and parts .......... 9,307,499
Finished goods .................. 8,812,036
$33,857,249
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KELSEY-HAYES COMPANY
Current Assets:
Inventories of raw materials, work in proc-
ess, finished products, and supplies—at
lower of cost (first-in, first-out method)
or market .......... ... ... ....... $44,565,030

PARKER-HANNIFIN CORPORATION

Current Assets:
Cash ... ... ... ... ... ... . .. ... $ 4,419,747
Accounts receivable, less allowance for

doubtful accounts ................. 14,926,494

Inventories, at the lower of cost (princi-
pally first-in, first-out) or market:

Finished products ................ 8,136,760

Work in process ................. 10,071,956

Raw materials .................. 4,156,977

22,365,693

Prepaid expenses .................... 722,524

Standard "Cost"

AMERICAN ENKA CORPORATION

Current Assets:
Inventories (Note 1) ................. $30,102,979
Note 1: Inventories—Inventories are stated at the lower of stan-

dard cost (approximating average cost) or market. Market repre-
sents replacement cost or estimated net realizable value.

A summary of inventories follows:

Finished goods ............. .. ... ... $ 9,036,019
Work in ProCess .. ...........oiiiiriiinananannn.. 9,605,060
Raw materials .. ..............0 it iiiiianinann. 7,793,108
General StOTES . .........viiiiininennennnannnen... 3,668,792

$30,102,979

BURNDY CORPORATION
Current Assets:
Inventories—at standard cost (which ap-
proximates average cost) not in excess
of market (Note 1)

EATON YALE & TOWNE INC.
Current Assets:
Inventories—at lower of cost (principal-

ly at current standards) or market—
Note B ... ... ... ... ... ......... $162,096,673

THE NEW YORK AIR BRAKE COMPANY
Current Assets:
Inventories—generally at standard cost, not

$13,440,054

in excess of lower of cost or market .. $12,691,989

OTIS ELEVATOR COMPANY
Current Assets: (Thousands
of Dollars)

Cash ... ... ... .. ... .. $ 14,283
Marketable securities, at cost which approxi-

mates market ......... . ............. 9,760
Notes and accounts receivable ........... 88,203
Inventories, at the lower of cost or market . 85,340
Cost of contracts in progress ............. 212,708
Prepayments . ......................... 3,074

413,368
Less: Billings on contracts in progress ... .. 199,108

Total Current Assets .............. $214,260
Financial Review

The uncompleted contracts in progress for elevator and escalator
installations and service contracts shown on the Balance Sheet
are priced at the standard cost of manufactured products and
actual installation costs plus apportioned administrative and sales
overhead costs, which amounts are recorded as other revenue and
included in net income, Diversified uncompleted contracts are
priced at actual costs.

Approximate Cost

HARNISCHFEGER CORPORATION
Current Assets:
Inventories of raw materials, work in proc-
ess and finished goods—at lower of ap-
proximate cost or market ........... $48,613,965

HEWLETT-PACKARD COMPANY
Current Assets:
Cash and marketable securities . ........ $ 3,534,224
Notes and accounts receivable less provi-
sion for losses in collection (Note 5):

1965—$98,164, 1964—$123,274 31,949,980
Inventories:
Finished goods and work in process, at
approximate cost ................ 25,145,731
Raw materials, at lower of cost or mar-
ket ... ... 10,386,665
Deposits and prepaid expenses .......... 1,545,677
Total Current Assets ........... $72,562,277
Actual or Replacement Cost
DRAVO CORPORATION
Current Assets:
Inventories:
Materials and supplies .............. $ 4,304,575
Finished goods .................... 3,769,100
Contracts in progress and other work in
PrOCESS . oot e 91,026,878

Notes to Financial Statements

Inventories, Including Contracts in Progress: Cost of inventories
and contracts in progress are determined by the use of actual
direct costs and overhead where applicable at standard rates, ex-
cept that the costs of approximately $16,738,000 of manufacturing
and resale inventories are determined by the last-in, first-out method;
used tools and small equipment returned from construction con-
tracts and used equipment held for rental or resale are valued at
cost, less estimated depreciation; and certain supplies are valued,
generally, at the lower of cost or market,

THE PITTSTON COMPANY
Current Assets:

Inventories, at the lower of actual or re-
placement cost:

Fuels ... ... . ... ... . ... .. ... $21,442,944
Merchandise .................... 1,396,812
Supplies ........................ 3,513,897

$26,353,653

Job-Order Method

BEECH AIRCRAFT CORPORATION
Notes to Financial Statements

Note B: Inventories—Inventories at the balance sheet dates were

as follows:

Demonstrator Airplanes .... ... $ 1,348,138

Work in Process ....... .. .. 24,979,787

Raw Materials and Parts .......................... 9,685,133
$36,013,058

Demonstrator airplanes were included at cost less an estimated
allowance for reconditioning. The amounts for work in process
were the total costs accumulated under a job cost system, after
deducting the estimated cost of units delivered and, for certain
projects, estimated amounts required to reduce the balances to
market (based on current selling prices). Engineering and tooling
costs applicable to work in process were included to the extent re-
coverable under specific contracts. Raw materials and manufactured
parts were priced at standard costs (adjusted to the lower of actual
cost or market at the balance sheet dates) for material, labor, and
burden.

Amounts shown for inventories included items, title to which is
vested in the United States Government by reason of progress
payment provisions of related contracts.
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Production Cost

BAYUK CIGARS INCORPORATED
Current Assets:
Inventories, Note 2 . ................ .. $26,170,785

Note 2: Inventories comprise:
Manufactured goods principally at average production

[0 $ 4,368,850
Raw materials, including those tobaccos held for aging

which will not be used within one year, at average

COSE L e e 20,749,485
Supplies, at first-in, first-out cost ................... 1,052,450
$26,170,785

Current Cost

AMERICAN BRAKE SHOE COMPANY

Current Assets:
Cash ........ .. ... ... ... ..... $ 8,103,325
Short term investments—at cost (approxi-

mates market) .................... 14,049,306
Accounts receivable ........... ... .... 34,468,083
Inventories—at lower of cost or market

(Notes 3 and 4):

Raw materials and supplies ....... 17,210,948
Finished product and work in process 25,949,769

Total Current Assets ........... $99,781,431

Note 3: At December 31, 1965, 34% of total inventories, meas-
ured by approximate current cost, are stated on the last-in, first-out
basis. Such cost exceeds the last-in, first-out basis by $4,127,000.

CANNON MILLS COMPANY
Current Assets:
Inventories—at lower of cost ($50,931,830
based on the last-in first-out method, and
$2,549,331 based on current costs) or
market ... ... .. ... ... ... ... ... $53,481,161

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 ... ... $140,715,930

J. J. NEWBERRY CO.
Current Assets:
Merchandise on hand and in transit, at
lower of cost (principally retail method)

or market ........................ $77,082,291

Prime Cost

ADAMS-MILLIS CORPORATION
Notes to Financial Statements

Note B: Inventories—The major classes of inventory and the
amounts of each were as follows:

Hosiery, finished and in process ..................... $3,614,032
Other products, finished and in process ............... 188,734
Yarn ... 842,169
Other raw materials and supplies .................... 530,396

$5,175,331

Inventories were priced at the lower of cost (first-in, first-out)
or market except that it has been the consistent policy of the
Company not to include manufacturing overhead expenses in de-
termining costs of finished and in-process hosiery inventories. If an
allowance for manufacturing overhead expenses had been included
in the amounts for hosiery inventories at the beginning and end
of the year, the earnings after taxes on income would have been
approximately $96,000 more for 1965 and $37,000 more for 1964.

Base Stock Method

THE EAGLE-PICHER COMPANY
Notes to Financial Statements

Inventories are stated at the lower of cost or market with the
exception of certain quantities of lead and zinc valued under the
1::asek stock method at fixed prices which are lower than cost or
market.

DETERMINATION OF "MARKET"

There were 578 of the 600 companies that mentioned
market value in their presentation of inventories. Of
these, 79 companies stated 87 methods used in the de-
termination of such values in their 1965 reports as
follows:

A: Current replacement values (by purchase or

reproduction)* . ................... 41

B: Net realizable value (recoverable cost)* .. 31
C:. Selling price* .. ...................... 5
D: Purchase price* ..................... 3
E: Hedging procedure values* ............. 7
Total ....................... 87

*Refer to Company Appendix Section—A: 30, 40, 51, 57, 61, 84,
99, 114, 127, 145, 147, 148, 166, 168, 169, 184, 187, 197, 212,
216, 235, 238, 243, 256, 260, 275, 302, 308, 311, 330, 353, 375,
408, 412, 443, 461, 463, 516, 517, 533, 560; B: 13, 30, 35, 54,
60, 97, 110, 129, 163, 166, 207, 220, 221, 235, 271, 283, 323,
345, 357, 359, 363, 374, 384, 409, 411, 460, 476 495, 535, 547,
557; C: 44, 84, 354, 457, 592; D: 243, 354, 485; E: 57, 126, 149,
248, 405, 437, 48s.

The following examples, taken from the 1965 re-
ports, illustrate the terms used to describe or amplify
the word “market.”

Current Replacement Values

AMERICAN ENKA CORPORATION

Current Assets:
Inventories (Note 1) ................. $30,102,979
Note 1: Inventories—Inventories are stated at the lower of

standard cost (approximating average cost) or market. Market
represents replacement cost or estimated net realizable value.

A summary of inventories follows:
Finished g00ds .............cciiiiiiieiniennnnen.. $ 9,036,019

Work in Process . .............ouiiiiiiianannan. 9,605,060
Raw materials . ..............c0iiiieiniinenen.. 7,793,108
General StOres . ..........c.c. it 3,668,792

$30,102,979

INDIAN HEAD MILLS, INC.
Current Assets:
Inventories (Note C):
Raw materials and supplies .......... $ 8,404,081

Work in process ................... 10,769,369
Finished goods .................... 9,008,88_9.
$28,182,339

Note C: Inventories—Inventories aggregating approximately $11,-
400,000 are valued at cost on the last-in, first-out method, which
cost is lower than current replacement market. The remaining in-
ventories are valued at the lower of first-in, first-out cost or market,
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EMERSON ELECTRIC CO.
Current Assets:
Inventories, at the lower of cost (first-in,
first-out) or replacement market:
Finished products ............... $23,339,268
Work in process and fabricated parts 24,682,877
Raw material and purchased parts .. 14,934,047

Total Inventories .............. $62,956,192

NOPCO CHEMICAL COMPANY
Current Assets:
Inventories—at average cost, not in excess of
replacement cost:
Finished goods ................... $4,532,351

Raw materials and work in process ... 4,309,844
Containers and supplies ............ 470,863
Total Inventories ............... $9,313,058

Net Realizable Value

FAIRCHILD HILLER CORPORATION
Current Assets:
Cash .......... ... ... .............. $ 4,382,032
Marketable securities (Note 1) ........ 1,113,649
Accounts and notes receivable:
Military contracts and sub-contracts (in-
cluding unbilled items) (Note 2)
Commercial (including installment notes
due after one year of $494,959 and
$183,428) ... ... ... ...
Material, labor and other costs incurred on
work in progress (Note 3):
Government contracts (less amounts ap-
plied to billings and less progress pay-
ments of $10,230,134 and $3,923,489) 24,259,727
Commercial programs .............. 17,696,861
Note 3: Material, labor and other costs incurred on contracts

are stated at the lower of cost or estimated realizable values, com-
puted at sales prices less the estimated cost to complete.

JOHN MORRELL & CO.
Current Assets:
Inventories:
Product and livestock—
Valued at cost on basis of “last-in,
first-out” ..................... $ 8,123,349
Valued at lower of cost or market, or
at market less allowance for distrib-

35,417,138

4,104,127

uting and selling expenses ....... 20,133,872
Supplies atcost .................... 5,229,894
SIGNAL OIL AND GAS COMPANY
Current Assets:
Inventories (Note 2) ................ $99,283,000

Note 2: Inventories—Inventories of the companies are as follows:
Petroleum operations:

Crude oil ........ ... .. . ittt $ 8,019,000
Refined products ............ .. ... ...l 30,335,000
Materials, supplies, and merchandise ............. 6,172,000

Total ... ... . e, 44,526,000

Aerospace, etc. operations:
Merchandise, finished products, and work in process

(less progress payments) ..................... 33,061,000
Raw materials and processed parts .............. 21,696,000
Total ...... e 54,757,000

Net Inventories ....................... $99,283,000

_Petroleum operations inventories are stated as follows: Crude
oil at market; refined products at lower of first-in, first-out cost
or market; and materials, supplies, and merchandise at lower of
cost or market.

Aerospace, etc. operations inventories are stated as follows: Mer-
chandise and finished products at lower of first-in, first-out cost or
market; work in process at cost less credits for partial deliveries
and, where necessary, reductions to estimated realizable values; and

raw materials and processed parts at lower of average cost or
market.

Selling Price

AMERICAN SMELTING AND
REFINING COMPANY

Current Assets:
Inventories (Note 2) ................ $84,449,429

Note 2: Inventories—Inventories of smelters, refineries and sec-
ondary metal plants include $66,595,000 (1964—$60,695,000) at
last-in first-out cost, reflecting some unearned profits of indetermin-
able amount, and $8,024,000 (1964—$18,831,000) of metals sold
under firm contracts for future delivery, valued at sales prices.
Inventories of mines aggregating $3,566,000 (1964—$4,676,000) are
valued at first-in first-out cost. Inventory values do not exceed
market.

LIFO INVENTORY COST METHOD

PRESENTATION OF LIFO

The changes in the number of survey companies
adopting or abandoning the use of lifo are summarized
comparatively in Table 11. There were 6 additions
noted in the number of companies referring to the use
of lifo during the year. Three companies abandoned lifo,
while three companies that had referred to the use of
lifo in 1964 made no such reference in the current year.

TABLE 11: LIFO INVENTORY COST METHOD

Number of Companies 1965 1960 1955 1950

Using Lifo at beginning of year as

Partially abandoning Lifo during
year (*269) ............... /1 — 1

*Refer to Company Appendix Section. /'

/
v

shown by the survey reports .. 191 202 200 118
Adopting Lifo during year (*16,

182, 466, 472, 568, 595) .... 6 — 4 42
Subsidiaries acquired with Lifo .. — 2 2 —
No reference to Lifo in current

year, referred to in previous year

(*69, 100, 168) ............ 3 ¢6) — —
Readopting Lifo during year ... — — — 1
Abandoning Lifo during year

(*204, 214,433) ........... 3 3 @4 —
Using Lifo at end of year (See

Table 12) ................. 191 196 202 161
Not referring to use of Lifo ... .. 409 404 398 439

Total ............... 600 600 600 600
Extending Lifo to additional in-
ventory classes during year ... — @ — 3 16

USE OF LIFO BY INDUSTRIAL GROUPS

Table 12 contains a classification of the 600 survey
companies by industrial groups and subgroups, showing
the number of companies in each classification which
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TABLE 12: INDUSTRIAL GROUPS USING LIFO INVENTORY COST METHOD

Group Lifo Used In:
Total Industrial Group and Company Appendix Numbers 1965 1960 1955 1950
Chemicals and Chemical Products:

30 Chemical (*305, 330, 426) . .........c.iirmummeianennenernanennn 3 7 8 7

17 Drugs, Medicines, and Cosmetics (*449) ...........cciiiiiinrnnnnnns 1 —_— — -
5 Paints and Varnish (*396) .............. . .iiiiiiiirtiinannnannns 1 2 2 3

23 Clay, Glass, Building Materials (*17, 276, 316, 335, 370,395) .............. 6 6 9 4

24 FElectrical Appliances and Machinery (*127, 182, 243, 246, 461, 511, 587) .. 7 6 6 3

Food Products:

7 BaKeTy ... i e e et — — 1 1
10 Beverage (*55, 143, 222, 394) .. ... .. ...t 4 3 2 2
11 Canning and Preserving (*117, 256, 299, 339, 365, 512,526) ............ 7 7 8 6

5 Confectionery (*85, 103, 286, 596) ........ccciiiininimennennnnennnn 4 4 5 4

6 D 1 PP —_ 2 3 3
14 Grain Milled Products (*34, 57) ......... . ..cuiiiimiiiiiniin., 2 1 2 2
11 Meat Products (*60, 361, 384, 457, 535, 592) .....coiiiiiiiiinainnnn. 6 6 7 6

8 Sugar (*45, 291, 575) ... . e e 3 2 2 2
19 Instruments—Scientific (*87, 205, 275) . ... ..ttt e 3 4 3 3

7 Leather and Shoe Products (*13, 311, 371) .. ........ciiriiiiiennennn.. 3 3 3 3

9 Lumber and Wood Products (*189, 198, 589) ........... ... ... 3 4 5 1

F Machinery:

4 Agriculture (*16, 123, 186) . ...ttt ittt 3 4 5 1
21 Business and Store (*391, 578) ... ... .t 2 3 4 3
27 General Industrial (*24, 42, 172, 320, 375, 523, 536, 541, 595) .......... 9 7 6 3

7 Household and Service .............. . ... i iiiiinininincnnnnnnanns — — 3 1
23 Special Industrial (*94, 108, 230, 278,466, 543) ....................... 6 6 4 2
36 Metal Products (*26, 36, 40, 141, 162, 223, 447, 483, 484, 497, 521, 549, 559) 13 8 8 5

5 Motion PICLUTES .. ... .o\ttt ettt et et —_ - —_— —_
18 Nonferrous Metals (*18, 35, 44, 49, 51, 104, 321, 326, 432, 464, 467, 478, 568) 13 12 14 12
19 Paper (*130, 187, 310, 329, 369, 417, 471, 551, 588) ........... ..., 9 8 10 9
27 Petroleum (*56, 65, 68, 136, 164, 272, 435, 453, 500, 505, 515, 516, 517, 518,

531, 544, 553) L. 17 19 17 16

9 Printing and Publishing . ........... ... ... .. . . . . . i, —_ 2 1 1
8 Radio, Records, TeleViSION . ... ... .. .. .. .. s _— _— — —_

40 Retail Stores (*15, 138, 225, 227, 259, 261, 332,352,360) ................ 9 9 12 13

10 Rubber Products (*226, 253, 556) . ...ttt 3 4 4 4

33 Steel and Iron (*9, 10, 59, 90, 148, 165, 176, 183, 188, 279, 304, 306, 318,

349, 399, 442, 463, 490, 496, 569, 577,590,599) ... ... ... ... 23 23 20 15

3 Construction Industry (*124, 196) .. ... .. ... .. it 2 — —_ —_—

Textiles:

5 Floor Covering (*11, 61, 91, 379) ... ... . ... 4 4 6 6
10 Synthetic Fibers (*114, 269, 302) ........c.utitiiinurmeenanuennnnnn 3 3 1 1
17 Wool and Cotton (*86, 96, 120, 145, 184, 325, 386, 428, 524, 560) ...... 10 11 11 13
11 Tobacco (*155, 468) .. ... i it et e e e 2 2 1 1

Transportation Equipment:

17 Aircraft and Missiles ............. ... .. . . ... e — — —_— -_—
4 Boat and Ship ........... . i i e —_ 1 1 1
8 Railway (*252, 450) .. ... ... 2 4 4 3

17 Motor Vehicles (*112, 135, 236, S91) ........ciiriniiiiiieinennn. 4 5 1 —_

_15 Miscellaneous (*159, 312, 472, 593) ...... ... ... ..ttt 4 4 3 1
600 Total ... . e 191 196 202 161

*Refer to Company Appendix Section. Refer also to Table 11.
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have referred to the use of the last-in first-out method
of determining inventory value for the years 1963,
1960, 1955, and 1950.

The trend towards diversification through mergers,
etc., makes it difficult in many cases to determine pre-
cisely the industrial group to which a company belongs.
The original classification has been adhered to, in most
cases.

Examples

Examples illustrating the disclosures of the use of lifo
in the 1965 reports will be found under the immediately
preceding subheadings dealing with “Methods of Cost
Determination” and “Determination of Market.” Con-
sequently, additional examples of similar nature are not
considered necessary here.

INVENTORY RESERVES

The committee on accounting procedure of the Amer-
ican Institute of Certified Public Accountants in Ac-
counting Research and Terminology Bulletins, Final
Edition, 1961, issued by the American Institute of Cer-
tified Public Accountants (Chapter 6), considers “prob-
lems which arise in the accounting treatment of two
types of reserves whose misuse may be the means of
either arbitrarily reducing income or shifting income
from one period to another:”

(a) General contingency reserves whose purposes are
not specific;

(b) Reserves designed to set aside a part of current
profits to absorb losses feared or expected in connec-
tion with inventories on hand or future purchases of
inventory.

2. Charges to provide, either directly or by use of a
reserve, for losses due to obsolescence or deterioration
of inventory or for reducing an inventory to market,
or for reducing an inventory to a recognized basis such
as last-in first-out or its equivalent in accordance with
an announced change in policy to be consistently fol-
lowed thereafter, are not under consideration here.

3. If a provision for a reserve, made against income,
is not properly chargeable to current revenues, net in-
come for the period is understated by the amount of
the provision. If a reserve so created is used to relieve
the income of subsequent periods of charges that
would otherwise be made against it, the income of
such subsequent periods is thereby overstated. By use
of the reserve in this manner, profit for a given period
may be significantly increased or decreased by mere
whim. As a result of this practice the integrity of finan-
cial statements is impaired, and the statements tend to
be misleading.

For additional information on the subject, see also
quotation in this section under “Contingency Reserves.”

Purpose Stated

Table 13 indicates the nature of the inventory re-
serves as shown by the survey companies disclosing
such reserves. Formerly the most common types of in-
ventory reserves were those for obsolescence, possible
future inventory price declines, or for the restatement
of, replacement of, or reduction to, lifo inventories.
Since 1950, however, there has been a decrease of over
80 per cent in the number of companies revealing the
existence of inventory reserves, with a corresponding
decrease in the number of such reserves. The principal
reductions appear in the categories “possible tuture in-
ventory price decline,” (49 in 1950, 2 in 1965), “basic
lifo replacement” (18 in 1950, 1 in 1965), and “pur-
pose not stated” (24 in 1950, 1 in 1965).

Examples of inventory reserves for various purposes
follow.

TABLE 13: INVENTORY RESERVES

Purpose Stated* 1965 1960 1955 1950

A: Possible future inventory price
decline or losses ........ 2 8 14 49
B: Inventory obsolescence . ... 6 12 12 19
C: Basic Lifo replacement .. .. 1 5 6 18
Restatement of Lifo ...... — 1 2 —
D: Reduction to Lifo cost .. .. 5 2 6 6
E: “Base stock” adjustment ... 3 4 4 5
Reduction to market ... ... — 1 3 2
F: “Released film” amortization 6 4 5 5
Inventory shrinkage ....... — 3 3 3
G: Materials and Supplies ad-
justments .............. 1 2 1 4
Inventory hazard ......... —_ - 1 1
H: Purpose not stated ........ 1 5 16 24
I: Miscellaneous ............ . 1 1 5 11
Total ........... 26 48 78 147
Terminology Used
Reserve ..................... 11 23 42 86
Provision .................... 3 6 7 11
Various other terms ........... 1219 29 50
Total ........... 26 48 78 147
Number of Companies With:
Inventory reserves ............ 26 45 71 124
No inventory reserves ......... 574 555 529 476
Total ........... 600 600 600 600

*Refer to Company Appendix Section—A: 182, 568; B: 215, 303,
528, 536, 561, 595; C: 535; D: 10, 172, 236, 447, 591; E: 170,
396, 525; F: 193, 363, 374, 418, 550, 584; G: 35; H: 581; I: 406.

Refer also to Table 14.




Inventory Reserves 69

Inventory Obsolescence

ENDICOTT JOHNSON CORPORATION

Operations Review

Inventories were carefully evaluated during the year and current
operations charged for all known obsolescence. All inventories were

evaluated at year end. Adequate reserves have been set up to cover
probable obsolescence represented in year-end inventories.

STUDEBAKER CORPORATION
Current Assets:
Inventories—at lower of cost (first-in first-

out method) or market—Note B ... ... $35,282,896
Other Liabilities:
Reserve for costs related to discontinued
operations—Note B . ............... $10,000,000

Current Liabilities:
Reserve for current portion of costs related
to discontinued operations—Note B .. $ 6,162,846

Note B: Automotive Operations and Special Credits and Charges
—In December, 1963, the Corporation discontinued manufacturing
automobiles in South Bend, and since that date has been liquidat-
ing its automotive manufacturing facilities at that location, The
Corporation’s Canadian subsidiary continued production of auto-
mobiles at its Hamilton, Ontario, plant for distribution to Canadian,
United States, and export markets. Because of adverse operating
results of the Canadian subsidiary and the continued decline in the
demand for Studebaker automobiles, the Corporation announced
on March 4, 1966, a program for discontinuance of manufacturing
automobiles in Canada and disposition of its remaining automotive
facilities.

The losses anticipated in connection with this program are
$8,000,000 for liquidation of Canadian automotive operations and
$14,000,000 for liquidation of remaining United States automotive
operations. In addition, a provision of $7,500,000 was made in
1965 to cover possible losses in connection with discontinuance
of appliance manufacturing in Bloomington, Indiana and operations
at two other locations.

At December 31, 1965, reserves for anticipated losses in connec-
tion with discontinued operations have been provided in the fol-
lowing manner:

Total remaming reserves at December 31, 1964 ...... $29,187,189

1965 South Bend liquidation charges:
Settlements of commitments for materials, termination

Pay, €lC, . ... 749,690
Other liquidation costs and expenses .............. 1,817,665
2,567,355
. $26,619,834
Reduction in reserves for liquidation of United States
automotive operations to estimated amounts required
at December 31, 1965 .......................... 12,619,834
. $14,000,000
Provision for possible loss on liquidation of
Canadian automotive operations .................. 8,000,000
Provision for possible losses in connection
with discontinuance of operations of cer-
tain nonautomotive facilities ........... $7,500,000
Losses incurred in 1965 ................. 337,154 1,162,846
Total reserves for liquidation of discon-
tinued operations at December 31,
0 e $29,162,846

Of the above reserves, $6,000,000 has been applied to inven-
tories, $7,000,000 to properties, and $6,162,846 has been classified
as a current liability to cover estimated 1966 liquidation costs and
expenses. -

The following special credits and charges resulting from the
foregoing have been summarized in the consolidated statement of
income and retained-earnings deficit:

Special Credits:
Reduction in reserves for liquidation of United States
automotive operations to estimated amounts re-
quired at December 31, 1965 .................. $12,619,834
Gain on sale of net assets and business relating to
Mercedes-Benz automobiles 3,027,326
$15,647,160

Special Charges:
Provision for possible loss on liquidation of Canadian
automotive operations .........................
Provision for possible losses in connection with dis-
continuance of operations of certain nonautomotive
facilities ........... ... .. ... . s,

$ 8,000,000

7,500,000
$15,500,000

Special Credits, Less Special Charges ....... $ 147,160

Inventory Price Decline or Losses

CUTLER-HAMMER, INC.
Current Assets:
Inventories, at the lower of cost (approxi-
mately 35% valued at LIFO) or market,
less progress payments received: 1965—
$12,555,830; 1964—$10,374,528 ... .. $45,595,939
Above Stockholders’ Equity
Reserve for possible inventory losses and oth-
er contingencies ..................... $ 1,500,000

UNITED STATES SMELTING REFINING
AND MINING COMPANY
Current Assets:
Inventories (Note 2):
Ores, by-products, metals in process and

on hand ....................... $10,212,921
Fabricated products, in process and fin-
ished .......... ... .. ... .. ..... 12,815,327
Supplies .............. ... .. .. ... 6,580,852
Capital:

Retained Earnings Appropriated for Con-
tingencies (Note 7) ............... $ 6,200,008

Note 7: Retained Earnings Appropriated for Contingencies at
December 31, 1965, consisted of the following:

Reserve for Development (Note 3) .................. $4,210,373
Reserve for Metal Price Fluctuations (Note 9) ........ 1,509,203
Other Reserves for Contingencies .................... 480,432

$6,200,008

Lifo Inventory Reserves

CRANE CO.
Current Assets:
Inventories, at lower of cost or market (af-
ter deducting reserves of $20,817,526 in
1965 and $22,426,130 in 1964 to state
the principal inventories in the U.S. on
a LIFO basis):
Raw materials and supplies ........ $10,816,708
Work in process . ................ 24,618,710
Finished goods .................. 33,084,054

GAR WOOD INDUSTRIES, INC.
Current Assets:

Inventories—at lower of cost or market
(after deducting $2,480,000 in 1965 and
$2,570,000 in 1964 to state the invento-
ries on a last-in, first-out method), less
partial payments received under defense
contracts of $1,056,498 at October 31,
1965:

Raw materials and purchased parts . $ 3,069,161
Work in process and finished stock . 7,131,577
§10,200,738

H. K. PORTER COMPANY, INC.
Current Assets:
Inventories—at lower of cost or market
(including $30,736,268 in 1965 on LIFO

basis) : .

Raw materials and supplies ....... $15,388,683
Work in process ................ 16,731,918
Finished ....................... 22,063,161
54,183,762

Less Allowance to state certain inven-
torieson LIFO basis ............ 5,691,458
Total Inventories .......... $48,492,304
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Normal or Base Stock Adjustment

CORN PRODUCTS COMPANY

Current Assets:
Inventories, at lower of cost or market . $143,622,316
Above Stockholders’ Equity

Reserves:
Reduction of normal inventories to fixed
PriCeS . ..ot $ 1,943,138
Deferred taxes on income ............. 10,796,481
$12,739,619
NATIONAL LEAD COMPANY
Current Assets:
Inventories (Note 2) ............... $133,311,663

Noncurrent Liabilities
Inventory reserve (Note 2) ............. $ 11,552,690

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:
Normal Quantities Fixed Inventory
(Short Tons) Price per Pound

Lead .................... 49,68714 $.03
Tin .....ccociiiininn... . 21
Antimony .............. 1,400 05

STEWART-WARNER CORPORATION
Current Assets:
Inventories, priced at lower of cost (first-
in, first-out) or market:

Finished goods and work in process . $30,616,256
Raw materials and manufacturing sup-
plies ..... ... ... . ... ... . ... 5,230,100
35,846,356
Less: Reserve to reduce basic inven-
tories to 1945 price levels ....... 4,360,000
$31,486,356
Released Film Amortization
METRO-GOLDWYN-MAYER INC.
Current Assets:
Inventories, at lower of cost or estimated
value—
Film productions—
Released, less amortization .. ... $ 39,236,000
Completed—not released ....... 15,110,000
In process ................... 39,627,000
Books and rights ............. 4,292,000
Television productions, less amorti-
zation . ..................... 8,987,000
Other inventories ............... 5,016,000
Total Inventories ......... $1 12,2@8,000
Supplies Adjustments
AMERICAN METAL CLIMAX, INC.
Current Assets:
Inventories .......................... $74,130,000
Notes to Financial Statements
Inventories:

Metals refined and in-process, at the lower of cost (av-
erage; last-in, first-out; first-in, first-out) or market (at
December 31 market quotations: 1965, $49,480,000;

1964, $49,380,000) ......... ...ttt $29,380,000
Metal fabricated products, etc., at the lower of cost

(first-in, first-out) or market ..................... 29,330,000
Ores, concentrates and chemicals, at the lower of cost

or estimated realization value .................... 6,590,000

$74,130,000

Replacement of Lifo Inventories

SWIFT & COMPANY
Current Assets:
Inventories—Note 4—
Products .............ccccivvuenn. $164,119,807
Ingredients and supplies ............ 17,751,177
Current Liabilities:
Provision for replacement of “Lifo” in-
ventories (net after income taxes) .. $ 1,337,785

Purpose Not Stated

WALGREEN CO.
Current Assets:
Inventories, at the lower of cost or market,
less IESEIVES . ......vvviinennnnn. $63,562,358

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 (21 reserves
in 1965), above stockholders’ equity section (3 reserves
in 1965), or in the current liabilities section (one re-
serve in 1965). Reserves are considered to have bal-
ance sheet presentation when there is direct reference
to the notes to financial statements. Table 14 sets forth,
by type of reserves, the various presentations in the an-~
nual reports of the survey companies for the years
1965, 1960, 1955, and 1950.

Examples of the various balance sheet presentations
are shown on the preceding pages. Listed below Table
14 are company numbers for the various balance sheet
presentations.

CASH SURRENDER VALUE OF LIFE INSURANCE

The treatment of this asset as “noncurrent” is gener-
ally recommended and is in conformity with the pro-
nouncement in Accounting Research and Terminology
Bulletins, Final Edition, 1961, (Chapter 3, Section A),
issued by the committee on accounting procedure of
the American Institute of Certified Public Accountants.

As may be noted from Table 15, the number of sur-
vey companies disclosing the asset “cash surrender value
of life insurance” has gradually decreased from 113 in
1950 to 38 in 1965.

The examples which are provided below illustrate
the methods used to present cash surrender value of life
insurance policies in the financial statements.
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As a Noncurrent Asset Separately Set Forth

GRANITEVILLE COMPANY

Current Assets:
Cash on hand and in banks ........... $ 3,459,362
Marketable securities—at cost plus accrued

interest (market value—$5,042,493) . 5,041,715
Accounts receivable—net of allowance for
doubtful accounts . ................. 11,122,644
Inventories (Notes 2 and 4):
Raw materials .................... 2,164,328
Stock in process ................... 1,820,755
Finished goods .................... 12,493,116
Dyes, chemicals, etc. ............... 1,139,164
Total inventories ............... 17,617,363
Prepaid expenses .................... 114,008
Total current assets ............ 37,355,092
Cash surrender value, life insurance ... .. 172,330

TABLE 14: INVENTORY RESERVES

Balance Sheet Presentation* 1965 1960 1955 1950

With Inventories for:
Possible future inventory price

decline or losses ........
Inventory obsolescence . ...
Reduction to Lifo cost . ...
Materials and Supplies ad-

justments .............
“Base stock” adjustments ..
Reduction to market ......
“Released film” amortization
Inventory shrinkage .......
Purpose not stated .......
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Miscellaneous ............

Among Current Liabilities
for:

Basic Lifo replacement . ...

Miscellaneous ............

=
)
— )
Ll |

Above Stockholders’ Equity
for:

I: Possible future inventory price
decline or losses ........
Inventory obsolescence . ...

Reduction to Lifo cost .
Basic Lifo replacement . ...
Reduction to market ......
J:  “Base stock” adjustments ..
Restatement of Lifo .......
Purpose not stated .......
Miscellaneous ............

W ithin Stockholders’ Equity

for:
K: Possible future inventory price
decline or losses ........ 2
Purpose not stated ........ —
Miscellaneous . ........... — 3
Total ........... 26 48 147

Y Y ITTeN
pu] mmomaG

[ I I I O N

25
7

\1! —t
RWWNO

*Refer to Company Appendix Section—A: 215, 303, 528 536
561, 595; B: 10, 172, 236, 447, 591; C: 35; D: 52

363, 374, 418, 550 584 F: 581; 'G: 406 H: 535 I: 182 J 170
396; K: 568.

Refer also to Table 13.
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TABLE 15: CASH SURRENDER VALUE OF LIFE INSURANCE

Balance Sheet Presentation* 1965 1960 1955 1950

As a current asset separately

set forth .............. —_ - 1 3
As a noncurrent asset sepa-
rately set forth ....... 5 9 36 31

B: Combined with or shown un-

der heading of other non-

current assets .......... 32 53 49 79
C: Not shown on balance sheet

but existence thereof dis-

cussed in notes ......... 1 1 2 —

Number of Companies:

Disclosing the above asset ... ... 38 63 88 113
Not disclosing the above asset ... 562 537 512 487
Total ........... 600 600 600 600

*Refer to Company Appendix Section—A: 199, 204, 269, 314,
547; B: 13, 36, 49, 171, 179, 193, 201, 261 266 277, 281
288 296, 322 324 342, 367 380 383, 405 436, 446 436, 488
494, 503, 523, 530, 542, 556, 597;’ C: 365.

THE DUPLAN CORPORATION
Noncurrent Assets
Cash Value of Life Insurance .............. $180,131

EASTERN STAINLESS STEEL CORPORATION
Noncurrent Assets
Cash surrender value of life insurance policies $491,000

JANTZEN INC.
Noncurrent Assets
Cash surrender value of life insurance ........ $705,708

TOBIN PACKING CO., INC.
Noncurrent Assets
Cash surrender value of life insurance ....... $739,033

Combined With or Shown Under Heading of
Other Noncurrent Assets

ALLIED KID COMPANY
Other Assets:
Cash value of life insurance—Note C . .. ... $173,181

Prepaid expenses and miscellaneous .. ... .. 311,187
Excess of cost of investments in subsidiaries
over recorded net assets acquired, less am-
ortization ............. ... . e, 50,415
$534,783

Note C: Life Insurance—All of the policies covering the lives
of certain officers may be cancelled and the proceeds applied to
general corporate purposes; however, in the event of the death of
the insured prior to cancellation, proceeds are to be used to pur-
chase the Company’s Common Stock held by the decedent or his
family at the book value of the stock as shown by the last quarterly
financial statement preceding the death of the officer, provided such
stock is offered to the Company within six months and ten days
after the date of death.

THE CUNEO PRESS, INC.
Other Assets:

Cash surrender value of life insurance . ... .. $304,013
Notes receivable due after one year, invest-
ments, etC. . ........... ... ... 219,711

Total Other Assets ............... $523,724
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THE SEEBURG CORPORATION
Other Assets:

Receivables—

NOtES .. .o e $1,273,722

Affiliated European distributors (Note 7) 1,138,817
Cash surrender value of $1,800,000 life in-

SUTANCE . .. ..t it iee ot 246,322
Debt expense, less amortization .......... 179,915
Investment in European affiliate, at underly-

ing book value (Note 7) ............. 150,767
Otherassets .............coiivveenn... 281,623

$3,271,166
THE WURLITZER COMPANY
Other Assets:
Cash surrender value of insurance on lives

of officers and others ................ $ 758,228
Miscellaneous securities, investments, and

receivables ......................... 416,203
Prepaid rents, tooling, etc. .............. 1,393,111

Total Other Assets .............. $2,567,542

CLAIMS FOR REFUND OF INCOME TAXES

Table 16 summarizes the 36 claims for income tax
refunds as disclosed by 36 of the survey companies in
their 1965 annual reports. Two more claims were re-
ported this year with the greater proportion of compa-
nies not explaining specifically the cause of the claim.

The following examples illustrate the nature and de-
gree of disclosure of information concerning the claims
for refund of taxes and the accounting treatment given.

Operating Loss Carry-Back

ALPHA PORTLAND CEMENT COMPANY
Current Assets:
Estimated Federal income tax recoverable
under carry-back provisions (Note A) .. $864,898

Note A: Federal Income Taxes—The Company has adopted the
policy of recognizing the allowable investment tax credit ($100,000
in 1965 and, due to carry-back provisions, $864,898 in 1964) in
income over the estimated useful life of the related property.

BRUNSWICK CORPORATION
Current Assets:
Federal income tax refund claims (Notes 3
and 8) ........ ... ... $18,225,000

Note 3: Income Taxes—The Company and its subsuharles have
followed, for book purposes, the practice of recording income from
sales financed by long-term installment notes receivable when cus-
tomers take delivery of bowling lanes, automatic pmsetters and
related products. This practice, which is known as the ° ‘accrual
basis,” is the income-reporting method followed by most companies.
For income tax purposes, the Company and its subsidiaries follow
the “installment basis” of reporting income from such sales.

Income taxes applicable to installment sales have been provided
on the basis of book income at the tax rate in effect in the year
of sale. These taxes are payable over the terms of installment notes
receivable as payments are received from customers. Accordingly,
deferred income taxes of $28,330,000 at December 31, 1965 (after
reflecting the income tax effect of the substantial bowlmg losses
charged against 1965 operations) will not be payable until future
years. The loss in 1965 also resulted in carry-back refund claims
of $18,225,000 for Federal income taxes paid in prior years.

Because of reductions in the United States Federal income tax
rates, the provision (credits) for income taxes includes credits of
$2, 300 000 in 1965, and $1,100,000 in 1964, for the difference be-
tween income taxes at the current rate and the amount of deferred
income taxes previously provided at higher rates.

GENERAL BAKING COMPANY
Current Assets:
Estimated refund of federal income taxes un-
der carryback provisions .............. $665,000

Excise Taxes

EMERSON RADIO & PHONOGRAPH
CORPORATION
Current Assets:
Claim for Federal excise tax floor stock re-
fund ............ ... $1,079,143

PARKE, DAVIS & COMPANY
Current Assets:

Cash ............ .. ... $17,944,372
Time deposits and marketable securities—

at lower of cost or market plus accrued

interest . ............ ... 68,007,808
Trade accounts receivable, less allowance

of $1,086,000 at December 31, 1965,

for doubtful accounts ............... 39,741,304
Recoverable excise taxes .............. 912,095

TABLE 16: TAX REFUND CLAIMS

Nature of Tax Refund Claims*

Claims for Refund of Federal Income
or Excess Profit Taxes:
Basis of Claims Explained as—

1965 1960 1955

A: Operating loss carry-back ....... 4 37 16
B: Sections 721-722 of Internal Rev-
enue Code ....... .......... 1 — 3
Replacement of basic Lifo inventory — — 7
C: Adoption of Lifo inventory ..... 1 3 6
Excess profits credit—carry-back . — 1 2
D: Various other ................ 5 3 2
Basis of Claims Not Explained—
E: Income taxes ................. 17 20 20
Excess profits taxes ............ — 3 9
F: Taxes ....................... —_ 4
Claims for Refund of:
G: State taxes ................... 2 1 1
H: Foreign taxes ................ 1 3 2
I: ©Excise taxes .................. 2 - =
Total ................ 36 71 72
o 1965
Presentation in 1965 ABCDEFGHI Total
Current assets ...... 4 —— 214 3 2 — 2 27
Noncurrent assets .... — — 1 — —_— 1 — 3
Notes to statements .. — 1 — 2 1 — — — — 4
Letter to stockholders — — — 1 1 — — — — 2
36
Number of Companies 1965 1960 1955
Referring to tax refund claims ....... 36 64 62
Not referring to tax refund claims .. .. 564 536 538

Total ................

*Refer to Company Appendix Sectlon—A 17, 20 110, 240; B:
465; C: 259; D: 6, 54, 126, 535, 563; 22, 76 97, 181 194
199 300, 301 405, 450, 485, 494, 514, 519 522 568, 576

291 423 G: 108, 440; H: 166 I: 21 419,
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State Taxes

PITTSBURGH BREWING COMPANY

Current Assets:
Demand deposits and cash on hand . ... .. $2,717,292
Marketable securities at cost and approxi-

mate market value .................. 1,239,252
Federal and state excise stamps .......... 80,570
Accounts receivable—sundry only (no trade

receivables) ........................ 12,316
State excise tax refunds due ............ 33,104

Foreign Taxes

CONTROL DATA CORPORATION
Deferred Charges and Other Assets:
Development, systems application and ac-
quisition costs related to leases, less am-
ortization (Note 2) ................ $ 8,444,131

Patents at purchase cost, less amortization 498,450

Recoverable foreign taxes and deposits . . 692,164

Prepaid rent, etc. .................... 800,364
Total Deferred Charges and Other

Assets .............. ... $10,435,109

Adoption of Lifo Inventory

GIMBEL BROTHERS, INC.
Noncurrent Assets
Overpayment of Federal Income Taxes Claimed
for the Six Years Ended January 31, 1947
(See Note 1) ........................ $5,960,000

Note 1: Merchandise inventories are stated at LIFO (last-in,
first-out) cost as determined under the retail inventory method.
Inventories are stated at January 31, 1965 and January 31, 1964
at $13,380,891 and $13,538,658, respectively, less than they would
have been if the first-in, first-out principle had been applied in
determining cost.

As explained in the report for the year ended January 31, 1948,
the LIFO method was claimed by Gimbel Brothers, Inc. and its
subsidiaries, for all years commencing with the fiscal year ended
January 31, 1942, As a result of this claim, provision for federal
income taxes for the periods since January 31, 1941 has been re-
duced by $7,180,000. Of this amount $5,960,000 represents over-
payments claimed for the six years ended January 31, 1947 (car-
ried in the accompanying balance sheet as a non-current asset).
The balance of the reduction, $1,220,000 has been reflected in the
reduced provision for federal income taxes in the eighteen years
ended January 31, 1965 (however, this amount has been paid under
protest to stop the running of interest). The court case involving
the right to use the LIFO method for the year ended January 31,
1942 was decided in 1956 against the Company. The Company
continues to take such action as is available to it to assert its right
to use the LIFO method for the year ended January 31, 1943 and
subsequent years, and no adjustments are being made in the finan-
cial statements as a result of the adverse decision for the year
ended January 31, 1942 until clarification of the Company’s position
for all years.

Other

ANDERSON, CLAYTON & CO.
Notes to Financial Statements

Note 6: The Company’s federal income tax returns through the
years ended July 31, 1961, have been examined by the Internal
Revenue Service. Deficiencies of $7,502,000 plus interest of $1,593,-
000 have been assessed and paid during the current year; however,
claims for refund have been filed for the amounts paid and are
recorded as a receivable. The principal item in dispute arises from
the Internal Revenue Service’s attempt to tax the liquidation of
the Panama subsidiary as ordinary income rather than capital gain.
The Internal Revenue Service has indicated that additional assess-
ments of federal income taxes will be made for the fiscal years
July 31, 1962 and 1963. Tax counsel has advised the Company
that neither the facts nor the law justifies the Internal Revenue
Service’s position with respect to the Panama issue and that any
net final differences from current provisions will be limited to
amounts which are not material.

BROWN & SHARPE MANUFACTURING

COMPANY

Notes to Financial Statements

Note 2: The City of Providence, Rhode Island has assessed
Brown & Sharpe Manufacturing Company $467,000 for 1965 per-
sonal property taxes and the assessment is being contested by the
company. In 1965 $117,000 of these taxes were paid under protest
and the balance, $350,000, is required to be paid in 1966. Other
assets include a claim for refund of the 1965 payment; the lia-
bility for 1966 payments is not reflected in the balance sheet.

CENTRAL SOYA COMPANY, INC.
Other Current Assets:
Margin deposits on commodity futures con-
tracts . ... ... $2,995,050
Prepaid expenses ..................... 777,804
Refundable federal income taxes (Note 3) . 891,432
Total Other Current Assets ....... $4,664,286

Note 3: Refundable Federal Income Taxes—In connection with
examinations of tax returns for the years ended August 31, 1959
to 1962, inclusive, the Internal Revenue Service disallowed certain
deductions relating to leased property which the Company subse-
quently purchased. The proposed deficiency plus interest has been
paid. The Company believes that the basis of the assessment is in
error and that the Company’s position can be sustained, through
the courts if necessary, and has, therefore, shown the payment as
refundable federal income taxes.

SWIFT & COMPANY
Notes to Financial Statements

Note 5: Income Taxes—Income tax provisions have been reduced
by investment tax credits realized of $1,165,067 in 1965 and
$1,382,941 in 1964. Also in 1964, the deferred income tax provi-
sion was reduced by $1,306,489 to reflect the reduction in the
accumulated provision for deferred income taxes to the 48% rate
provided by the Revenue Act of 1964. No provision has been made
for income taxes which will become payable in the event of dis-
tribution of the retained earnings of the insuranec affiliates and
subsidiaries.

Certain losses from expropriation of Cuban properties in 1960
have been disallowed by the Internal Revenue Service. Refund
claims, included in long-term receivables, have been filed as Man-
agement believes its original position on the deductibility of these
losses was valid,

PROPERTY, PLANT AND EQUIPMENT

Basis of Valuation

In October 1965, the accounting principles board
of the American Institute of Certified Public Account-
ants issued Opinion No. 6 (effective for fiscal periods
beginning after December 31, 1965), wherein Ac-
counting Research Bulletin No. 43, Chapter 9B,
paragraphs 1 and 2 were deleted and the following
paragraph has been substituted for them:

1. The Board is of the opinion that property, plant
and equipment should not be written up by an entity
to reflect appraisal, market or current values which
are above cost to the entity. This statement is not in-
tended to change accounting practices followed in
connection with quasi-reorganizations or reorganiza-
tions. This statement may not apply to foreign opera-
tions under unusual conditions such as serious infla-
tion or currency devaluation. However, when the

tIncluded in Accounting Research and Terminology Bulletins, Final
Edition, 1961.



74 Section 2: Balance Sheet

accounts of a company with foreign operations are
translated into United States currency for consolida-
tion, such write ups normally are eliminated. When-
ever appreciation has been recorded on the books,
income should be charged with depreciation computed
on the written up amounts.

No reference to the above Opinion was observed in
the review of the 600 survey companies.

Of the 600 survey companies, 578 disclosed the basis
used in the valuation of property, plant and equipment
as presented in their balance sheets. Table 17 summar-
izes the various bases used by the survey companies in
valuing their property, plant and equipment. The great
majority of these companies valued such assets at
“cost.” The method of valuing “subsequent additions”
whenever indicated was usually “cost.” Few companies
disclosed a basis of valuation of property, plant and
equipment other than “cost,” although in some cases
this was modified to read “substantially at cost” or
“principally at cost,” etc.

Examples

Tllustrations of the various methods of presentation of
the value of property, plant and equipment as disclosed
in the 1965 reports are as follows:

At Cost

ALAN WOOD STEEL COMPANY
Property, Plant and Equipment, at cost, less
accumulated depreciation and depletlon

1965—$64,224,293; 1964—$58,805,201 .

AMERICAN SEATING COMPANY
Fixed, at cost:
Land and timber .................... $ 664,394

$60,044,980

Buildings, machinery and equipment .... 14,118,150
14,782,544
Less accumulated depreciation ......... 7,664,317

Net Fixed Assets .............. $ 7,118,227
BROWN & SHARPE MANUFACTURING
COMPANY

Plant and equipment, at cost, less allowances
for depreciation and amortization of $16,-

377,249 and $15,864,082 ............. $19,643,316

Land 719,984

TABLE 17: PROPERTY, PLANT AND EQUIPMENT

Basis of Valuation* 1965 1964 1960 1955 1950
A: COSt e e 545 542 515 457 396
B: Costplus appraisal value ................................. 3 3 10 11 22
Cost plus assigned, estimated, or revised values .............. — 1 2 6 7
C: Cost and variousotherbases .. ............................ 4 4 7 10 9
D: Cost in cash or securities ............ ... .. ... ... .. ..., 1 2 3 3 9
Cost in cash or securities plus subsequent additions at cost .. ... — — — 2 2
E: Cost or below cost ......... ... ... .. ... . e 3 5 6 10 17
F: Approximate cost ......... ... . ... . .. ... 3 3 4 12 11
G: Substantially, or principally, at cost ....................... 15 12 N/C N/C N/C
Approximate cost plus appraisal or revised values ............ — —_ —_ 1 2
H: Appraisal value with subsequent additions at cost ............ 1 1 5 13 24
Appraisal value with subsequent additions at cost plus various
other bases ... ... .. ... ... .. .. ... _— —_ — 1 6
Assigned value with subsequent additions at cost ............. 1 1 8 9
Revised value with subsequent additions at cost . ............. —_ — 2 2 5
Revised value with subsequent additions at cost plus various other
bases ... ... — — —_ — 3
Acquisition value with subsequent additions at cost ........... — — — —_— 4
I: Basis of predecessor plus additions at cost .. ................ 3 3 4 3 2
Book value ......... ... ... — — 1 2 1
Book value with subsequent additions atcost ................ — — 1 2 4
Reproductive value with subsequent additions at cost ......... = _— 1 4 _ 2
Number of Companies*
Stating valuation basis for property, plant and equipment . .. ... 578 577 562 547 535
J:  Not stating valuation basis for property, plant and equipment . 22 23 38 53 _65
Total . ... . e 600 600 600 600 600

N/C—Not compiled.

*Refer to Company Appendix Section—A: All 600 compames not specifically listed below under other captions; B: 368, 417, 478; C: 43,

118, 159, 432 D: 51; E: 189

332, 457; F: 117, 462; G:
575 H: 29

17, 94, 148, 165, 173, 203, 248, 258, 282, 325, 379, 399, 535, 560,
: 216, 561, 592; J: 35, 44, 98 135, 171 209 237, 249, 268 308, 326, 347 355, 431, 436, 458, 466, 525 548 549, 557, 573.




Property, Plant and Equipment 75

GENERAL BOX COMPANY
Property, Equipment and Timber, at cost:
Buildings and equipment .............. $10,545,771

Less accumulated depreciation ......... 6,133,675
4,412,096

Land ........ ... ... .. ... ... 367,572
Timber and timberlands, less depletion .. 52,104
$4,831,772

INTERNATIONAL BUSINESS MACHINES
CORPORATION

Factories, Office Buildings, Other Prop-
erty ... at Cost:

Land ......... ... . ... . ... ... $ 57,035,983
Buildings ...................... 446,926,652
503,962,635

Less: Reserve for depreciation and
amortization .................. 156,055,003
347,907,632

Factory and office equipment, rental
machines and parts ............ 4,047,998,304

Less: Reserve for depreciation and
amortization .................. 2,092,396,936
1,955,601,368

MIDLAND-ROSS CORPORATION
Property, Plant and Equipment—Note C:
Land, buildings, machinery, and equip-
ment ........................... $147,757,308
81,157,596
$ 66,599,712

Note C: Property, Plant, and Equipment—Amounts for prop-
grﬁ', plant, and equipment, stated on the basis of cost, were as
ollows:

Land ......... ... $ 4,549,793
Lapd_lmprovements .......... . 1,675,859
Buildings ......... e 44,950,627
Machinery and equipment 96,581,029

$147,757,308

Cost Plus Appraised Value

McKESSON & ROBBINS, INCORPORATED
Fixed Assets—Note 3 .................. $21,617,014

Note 3: Fixed Assets—Fixed assets are stated at cost, except
for certain items (approximately $2,084,000 as at March 31, 1965)
included at October 31, 1934 appraisal amounts, and consist of
the following:

Land ... ... ... ... ... e $ 2,669,826

Buildings, machinery and equipment ............... 30,126,942
Improvements to leased properties ................. 2,606,423
. 35,403,191

Less: Accumulated depreciation and amortization ... 13,786,177
. $21,617,014

OXFORD PAPER COMPANY
Plants and Properties (Note 2):
Manufacturing plants .............. $126,014,219

Power plant, development and rights . . 9,513,193
Timberlands, less depletion .......... 3,851,809
Outside real estate .. ................ 822,603
140,201,824
Less accumulated depreciation . .. ... (58,883,539)

$ 81,318,285

Note 2: Plants and Properties—Plants and properties are stated
at cost, except that amounts shown for power plant, development
and rights and outside real estate include adjustments made in
1928 and prior to 1922 to reflect the values determined in those
years as a result of appraisals.

ST. JOSEPH LEAD COMPANY
Property, Plant and Equipment (Note 3) . $153,916,527
Less accumulated depreciation and deple-
97,041,384

£570) + K 384
$ 56,875,143

Note 3: Property, Plant and Equipment—All properties are
stated at cost except for $17,000,000 of mining properties and
mineral rights stated at appraised values, for which full allowances
for depletion have been provided.

The net amount of property, plant and equipment as shown in
the consolidated balance sheet does not indicate the present value
of these assets, as such value could be arrived at only by current
estimates which would vary from time to time depending on the
price of metals, rate of production, cost of labor, and other factors.

Cost or Less

DIAMOND INTERNATIONAL CORPORATION
Property, Plant and Equipment:
Land, at cost or less ................ $ 3,209,000
Buildings, woods facilities and equipment
(including construction in progress
$16,730,000 in 1965 and $8,828,000 in
1964),atcost ......... ... ... 222,391,000
225,600,000
Allowance for depreciation .......... 122,061,000
Property, Plant and Equipment—
Net ...... ... ...

Standing Timber and Cutting Rights, at cost

THE KROGER CO.
Land, buildings and equipment, at cost or
1SS oo $294,652,178

103,539,000
8,057,000

Less allowance for depreciation .... (124,312,508)
Leaseholds and leasehold improvements,
DEL ..ot 45,673,041

THE RATH PACKING COMPANY
Property, Plant and Equipment, not in excess
of cost:

Land .. ... ... ... ... ... ... .. ... $ 446,365
Plant and equipment . ............... 44,284,529
Total ............ .. ... . ........ 44,730,894
Less accumulated depreciation ... ..... 23,108,692
Net .. $21,622,202

Cost and Various Other Bases

CALUMET & HECLA, INC.
Property, Plants and Equipment:
Land and standing timber ............. $ 6,600,714
Mine lands ......................... 4,817,117
Plants and equipment (less accumulated
depreciation and amortization) ....... 32,075,623
Capital work in progress ............. 7,459,537

Total Property, Plants and Equip-
ment—Note 2 ............... $50,952,991

Note 2: Property, Plants and Equipment Valuations—Land and
standing timber are carried at cost. Mine lands are carried at
values assigned thereto in 1923 plus subsequent additions at cost,
except as to certain extraordinary mine land development which is
carried at cost reduced by tax savings realized thereon. During
1965, expenditures so treated amounted to $1,708,052, now carried
at the net value of $888,175.

Plants and equipment are carried at cost. Depletion of mine
lands and depreciation of mining equipment and facilities directly
related are computed on a unit of production basis. Other plants
and equipment are depreciated on the straight-line method, based
on estimated useful life. Accumulated depreciation and amortization
at December 31, 1965 and 1964 amounted to $38,283,389 and
$37,036,087, respectively, Depreciation and amortization charged to
operations in 1965 was $2,903,424,
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THE ANACONDA COMPANY
Property, Plant and Equipment—Note E:

Buildings, machinery and equipment .. $1,225,126,622

Less accumulated depreciation .. .. 729 996 595
495,130,027
Mines and mining claims, water rights
andlands ...................... 280,203,675
Timberlands and phosphate and gravel
deposits, less accumulated depletion
of $5,355,586 (1964—$5,201,475) . 1,937,874

$ 777,271,576

Note E: Property, Plant and Equipment—Property, plant and
equipment are included in the consolidated 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.

Approximate Cost

REMINGTON ARMS COMPANY, INC.
Plants and Properties, at approximate cost:

Land ........ ... ... .. L, $ 1,511,863
Buildings ................ ... ... ..., 12,593,668
Machinery and equipment ............. 35,357,375
49,462,906

Less: Accumulated depreciation and obso-
lescence ................. ... . ..... 30,735,591
$18,727,315

Appraisal Value with Subsequent Additions at Cost

THE AMERICAN DISTILLING COMPANY
Property, Plant and Equipment—Note 2:
Stated at values, including allowance for
depreciation, determined by independent
appraisers at December 31, 1934, plus
subsequent additions at cost, less retire-
ments:
Buildings, machinery and equipment .
Less: Accumulated depreciation and
amortization ...............

$11,142,919

6,418,741
$ 4,724,178
182,376

$ 4,906,554

Basis of Predecessor Company with
Subsequent Additions at Cost

UNITED PARK CITY MINES COMPANY
Property, Plant and Equipment, partially
pledged (Note A):
Buildings and equipment ............ $ 3,444,426

Less accumulated depreciation . . ... 786,533
2,657,893
Mines, mining claims and lands ... ... 12,550,132

Total property, plant and equipment $15,208,025

Note A: Property, Plant and Equipment—Mines, mining claims
and lands were acquired in the consolidation of Park Utah Con-
solidated Mines Company and Silver King Coalition Mines Com-
pany on May 8, 1953 and in the merger with Daly Mining Com-
pany on June 28, 1957 and are carried at the book values as of
those dates, such values generally representing cost to the respec-
tive companies either in cash or in capital stock at par value.
Property acquired since May 8, 1953 is carried at cash cost.

Substantially or Principally at Cost

CONTINENTAL STEEL CORPORATION
Fixed Assets—principally at cost:
Land, buildings, machinery and equipment $42,509,844

Less——Deprecxatxon and amortization .. 24,643 492
$17,866,352
UTAH-IDAHO SUGAR COMPANY
Property, Plant, and Equipment—substantial-
ly at cost, less allowances for depreciation
of $23, 598 230 in 1965 and $24,051,405
in 1964—NOte A .......oonnern $28,847,195

TERMINOLOGY FOR "ACCUMULATED DEPRECIATION"

The committee on terminology of the American Insti-
tute of Certified Public Accountants recommended that
use of the word reserve should be avoided in connec-
tion with accounts such as “accumulated depreciation.”
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 compared with 67
companies in 1965. The term accumulated has gained
wide acceptance, increasing in usage from 98 companies
in 1950 to 378 companies in 1965. The term allowance
was used in 1965 by 105 companies as compared with
108 companies in 1950.

Table 18 is a summary of the terminology used to
describe “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 1965 the
frequency of their combination with the primary terms.

Examples

The terminology used in the 1965 reports for ac-
cumulated depreciation, and the appendix numbers of
the companies using the terminology, are listed below.
As may be observed from the examples shown under
“Property, Plant and Equipment—Basis of Valuation,”
immediately preceding, the word less is generally used
in this connection, although it has been omitted here.

Reserve—(67 Companies) :

Reserve(s) (*177, 210, 319, 355, 560)

Reserves for intangible drilling and development costs,
depreciation, depletion, etc. (*20)

Reserves for depletion, depreciation, and amortization
(*502)

Reserve(s) for depreciation (*14, 88, 95, 98, 99, 105,
144, 160, 186, 205, 243, 255, 274, 282, 286, 298,
310, 326, 333, 374, 382, 392, 401, 421, 440, 452,
459, 486, 496, 497, 564, 586)

*Refer to Company Appendix Secticn.,
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TABLE 18: ACCUMULATED DEPRECIATION

Primary Descriptive Terms *1965 1964 1960 1955 1950
A: Reserve—used alone .......................... 5 6 12 9 } 275
Reserve, etc. ... ... i 62 69 106 157 “
B: Accumulated, etc. ............... ... .. ... 378 351 266 190 98
C: Allowance, etC. ...........iiiiiinannnnn. 105 112 129 127 108
D: Depreciation—used alone ..................... 21 25 34 41 } 80
Depreciation, etc. ............................ 22 27 37 44
E: Provision, etc. ............. ... it 2 2 6 13 17
F: Accrued, etc. ....... ... ... .. 1 1 1 3 4
Estimated, etc. ........... ... .. ... i — —_ 2 3 2
G: Other phrases used:
Wear and exhaustion ........................ — —_— — 17
Wear of facilities ........................... — — — 1
Portion allocated to operations ................ 2 2 2 3
Portion charged to operations ................. 1 1 1 —
Amount charged to expense .................. 1 1 1 1y 16
Amount charged to operations ................ — 2 2 2
Amount charged to past operations ............ — — — 2
Amounts applied to past operations ............ —_ —_ —_ 1
Depreciated cost . ........................... — 1 1 1
Depreciated ledger values .................... — — — 1)
Total ............o.iiiiii 600 600 600 600 600
Primary Term Shown Above: None 1965
#1965 Term Used With: A B C E F G Used Total
Depreciation ......................... 33 221 56 1 1 1 21 334
Depreciation—amortization ............. 19 102 33 1 — — 9 164
Depreciation—amortization—depletion . 6 20 6 —_ — —_ 7 39
Depreciation—amortization—obsolescence . 1 4 — — — — — 5
Depreciation—depletion ............... 3 23 8 — — _ 6 40
Depreciation—obsolescence ............. — 6 1 _ — — — 7
Other phrases used ................... —_ 2 1 — — 3 — 6
Reserve—used alone .................. 5 — — —_ — — — 5
Total ....................... 67 378 105 2 1 4 43 600

Reserve(s) for depreciation and amortization (*31, 39,
86, 132, 137, 185, 285, 292, 307, 387, 406, 427,
445, 488, 525, 581, 600)

Reserves for depreciation, amortization and obsolescence
(*508)

Reserves for depreciation, amortization and special re-
serves (*548)

Reserves for depreciation, amortization, etc. (*110)

Reserves for depreciation, etc. (*245)

Reserves for depreciation and depletion (*358)

Reserve(s) for depreciation, depletion, and amortization
(*47, 396, 435, 515, 568)

Reserves for depreciation, depletion, etc. (¥*159)

Accumulated—(378 Companies) :

Accumulated allowances for amortization, depletion and
depreciation (*18)

Accumulated allowances for depreciation (*322, 483)

Accumulated allowances for depreciation and amortiza-
tion (*8, 15, 261, 262)

Accumulated depletion, depreciation and amortization
(*534)

$xxx accumulated depreciation (*328)

Accumulated depreciation (*2, 6, 7, 16, 19, 21, 23,
27, 32, 33, 37, 40, 41, 42, 43, 45, 46, 48, 49, 51, 52,
55, 58, 59, 60, 62, 66, 70, 71, 72, 79, 80, 85, 91,
93, 100, 106, 107, 111, 112, 115, 116, 117, 120,
121, 122, 123, 130, 131, 135, 141, 142, 145,
147, 150, 151, 156, 157, 161, 163, 172, 174,
176, 178, 180, 183, 191, 193, 199, 204, 208,
209, 215, 217, 218, 219, 222, 223, 226, 232, 233,
235, 237, 240, 241, 244, 246, 247, 248, 253, 258,
259, 267, 269, 273, 276, 277, 280, 284, 289, 297,
299, 301, 308, 311, 313, 314, 323, 324, 330, 336,
337, 339, 340, 342, 343, 344, 348, 349, 350, 359,
361, 363, 364, 366, 369, 376, 378, 384, 386, 393,
400, 402, 413, 414, 415, 416, 417, 418, 419, 423,
428, 430, 431, 436, 437, 438, 439, 442, 444, 446,
448, 449, 450, 454, 455, 456, 457, 458, 464, 465,
466, 470, 473, 480, 481, 482, 487, 491, 498, 501,
503, 504, 506, 509, 510, 511, 512, 513, 514, 519,
521, 522, 523, 524, 527, 529, 535, 536, 537, 542,
547, 549, 551, 554, 556, 558, 561, 566, 567, 570,
572, 573, 580, 585, 591, 592, 594, 596, 597, 598)

*Refer to Company Appendix Section.
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Accumulated depreciation and amortization (*3, 10,
25, 29, 34, 38, 54, 64, 67, 69, 73, 74, 77, 89, 90,
94, 96, 97, 101, 102, 113, 118, 119, 129, 138, 146,
149, 155, 158, 169, 179, 181, 190, 196, 197, 206,
207, 211, 213, 220, 221, 224, 225, 228, 231, 236,
239, 250, 254, 257, 271, 275, 281, 287, 290, 293,
302, 334, 345, 352, 356, 360, 367, 368, 371, 379,
398, 408, 409, 420, 425, 429, 447, 451, 460, 469,
474, 476, 479, 484, 494, 520, 526, 539, 540, 541,
550, 552, 555, 557, 559, 571, 574, 5717, 579, 582,
584, 590)

Accumulated depreciation, amortization and depletion
(*28)

Accumulated depreciation, amortization and obsoles-
cence (*30, 114, 184, 576)

Accumulated depreciation and depletion (*9, 35, 63,
75, 125, 136, 148, 162, 195, 260, 309, 316, 321,
433, 441, 471, 475, 478, 518)

Accumulated depreciation and depletion and allowance
for loss on abandonment and disposal (*251)

Accumulated depreciation and depletion, etc. (*381)

Accumulated depreciation and depletion of $xxx (*422)

Accumulated depletion, depreciation, and other allow-
ances (*553)

Accumulated depreciation, depletion, and amortization
(*12, 65, 68, 76, 153, 164, 230, 272, 296, 315, 329,
412, 492, 500, 505, 544)

Accumulated depreciation, depletion, and amortization,
etc. (*495)

Accumulated depreciation and obsolescence (*154, 200,
249, 265, 338, 462)

Accumulated depreciation and quarry depletion (*268)

Accumulated depreciation, etc. (*291)

Accumulated depreciation reserves (*562)

Accumulated reserves (*426)

Accumulated provisions for depreciation (*528)

Accumulated wear and exhaustion (*317)

Allowances—(105 Companies) :

Allowances for depletion, depreciation and amortization
(*354)

Allowance(s) for depreciation (*1, 4, 22, 26, 53, 57,
78, 82, 83, 92, 103, 104, 126, 143, 167, 171, 175,
187, 188, 189, 194, 201, 203, 238, 256, 278, 288,
295, 300, 332, 341, 351, 362, 372, 375, 380, 390,
395, 397, 404, 405, 407, 432, 434, 461, 468, 472,
485, 489, 493, 546, 563, 575, 578, 593)

Allowance(s) for depreciation and amortization (*11,
36, 84, 108, 109, 127, 134, 166, 192, 212, 216, 234,
242, 252, 264, 266, 270, 279, 294, 320, 327, 353,
388, 389, 403, 411, 499, 507, 543, 545, 565, 583,
587)

Allowances for depreciation (deduction) (*87)

Allowance(s) for depreciation and depletion (*56, 173,
202, 229, 347, 370, 453, 532)

Allowances for depreciation and revaluation (*13)

Allowances for depreciation, depletion, and amortization
(*140, 399, 463, 467)

Allowances for depreciation, depletion, amortization, etc.
(*357)

Allowances for depreciation and obsolescence (*198)

*Refer to Company Appendix Section.

Depreciation—(43 Companies) :

Depreciation (*5, 24, 128, 133, 139, 168, 170, 214,
227, 303, 305, 325, 331, 373, 377, 385, 391, 394,
410, 424, 477)

Depreciation and amortization (*165, 263, 306, 312,
346, 383, 530, 595, 599)

Depreciation, amortization and cost depletion (*335)

Depreciation, amortization and depletion (*304)

Depreciation and depletion (*17, 518, 531, 569, 588)

Depreciation, depletion, and amortization (*44, 318,
490, 516, 538)

Depreciation and depletion to date (*443)

Provision—(2 Companies) :
Provision for depreciation (*283)
Provision for depreciation and amortization (*61)

Accrued, Estimated, and Various Other—(5 Companies) :
Accrued depreciation (*533)
Amount charged to expense to date (*365)
Portion allocated to operations (*81)
Portion allocated to operations to date (*50)
Portion charged to operations to date as depreciation
(*589)

LONG-TERM LEASES—Disclosure by Lessees

Opinion No. 5, Reporting of Leases in Financial
Statements of Lessee, released in September, 1964 by
the accounting principles board of the American In-
stitute of Certified Public Accountants, in paragraph 1,
“. . . sets forth the Board’s views as to proper proce-
dures or methods for implementing generally accepted
accounting principles governing accounting for assets
and liabilities and income and expense with respect to
leases and sale and leasebacks. . . . This Opinion makes
no distinction between leases of real property and leases
of personal property. Because of the highly specialized
problems involved, this Opinion does not apply to
agreements concerning natural resources such as oil,
gas, timber and mineral rights.”

Opinion No. 5 distinguishes between executory type
contracts for the rental of property and “. .. some lease
agreements . . .”” which “. . . are essentially equivalent
to installment purchases of property.”*

As to the former (executory type contracts) the ac-
counting principles board states in paragraph 14, that
“Leases of this type involve future rights and obliga-
tions, however, and pertinent information should be
disclosed as described in paragraphs 16, 17, and 18. In
the opinion of the Board, disclosure rather than capi-
talization is the correct accounting treatment of these
leases.”

1 Paragraph 9 of Opinion No. 5 of accounting principles board of
the American Institute of Certified Public Accountants.
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16. The Board believes that financial statements
should disclose sufficient information regarding
material, noncancelable leases which are not re-
corded as assets and liabilities (see paragraphs 13
and 14) to enable the reader to assess the effect
of lease commitments upon the financial position
and results of operations, both present and pros-
pective, of the lessee. Consequently, the financial
statements or the accompanying notes should dis-
close the minimum annual rentals under such
leases and the period over which the outlays will
be made.

17. In many cases, additional disclosure will be re-
quired. The Board believes that rentals for the
current year on leases covered by this Opinion
should be disclosed if they differ significantly
from the minimum rentals under the leases. Type
or types of property leased, obligations assumed
or guarantees made, and significant provisions of
lease agreements (such as restrictions on divi-
dends, debt, or further leasing or unusual op-
tions) are examples of other types of information
which should also usually be disclosed.

18. The specific details to be disclosed and the meth-
od of disclosure will vary from one situation to
another depending upon the circumstances. In
many cases, a simple statement will suffice. In
more complicated situations, more detailed dis-
closure will be appropriate. For example, it may
be useful to provide a schedule of rentals by
years or by three- or five-year periods if annual
rentals will fluctuate significantly; or it may be
desirable to provide a brief description of the
basis for calculating the rental if the amount of
rent is dependent upon some factor other than
the lapse of time; or it may be necessary to indi-
cate the effect of lease renewals in order to avoid
misleading implications.

When the lease is in substance an installment pur-
chase of property, the Board, in paragraph 9 of Opinion
No. 5, goes on to state that, “The property and the
related obligation should be included in the balance
sheet as an asset and a liability, respectively, at the dis-
counted amount of the future lease rental payments,
exclusive of payments to cover taxes and operating ex-
penses other than depreciation. Further, in such cases,
it is appropriate to depreciate the capitalized amount
for property over its estimated useful life rather than
over the initial period of the lease.” Paragraphs 10, 11,
and 12 of Opinion No. § set forth criteria for recogniz-
ing a purchase as opposed to an executory contract for
the rental of property.

Special attention was given by the accounting prin-
ciples board in Opinion No. 5 to the sale-and-leaseback
transactions. The Board indicated that the principal
details should be disclosed in the originating year, that

material gains and losses from such transactions should
be amortized over the term of the lease as a rental ad-
justment, and that other provisions of Opinion No. 5
apply when pertinent.

Twenty-six companies* reported the existence of
leases which were treated as purchases of property or
as sale-and-leaseback transactions. The following tabu-
lation includes 35 presentations by the 26 companies.
Some of the companies, therefore, are represented in
more than one of the subdivisions of the tabulation.

A: Report refers to recording of assets and lia-
bilities, created by leases which in sub-
stance are purchases 18

B: The initial term of the lease is essentially
equal to the useful life of the property and
company may acquire property without
further payment or with only nominal pay-
ment upon expiration of lease 2

C: The initial term of the lease is less than the
useful life of the property, and the lessee
has an option to renew the lease for the
remaining useful life of the property at
substantially less than fair rental value 1

D: The property was acquired by the lessor to
meet the special needs of the lessee and
will probably be usable only for that pur-

pose and only by the lessee 3
E: The lessee has treated the lease as a pur-
chase for tax purposes 1

F: Report states that the capitalized amount for
leased property is being depreciated over
its useful life rather than over the initial
period of the lease 1

G: Report refers to the amortization of material
gains or losses resulting from sale-and-
leaseback transactions 6

H: Payments under lease aggregate approximate
purchase over term of lease plus payments
for interest and carrying charges 3

Total 35

*Refer to Company Appendix Section—A: 64, 127, 167, 177, 236,
250, 313, 347, 364, 379, 383, 436, 464 475, 533, 551, 553, 565;
B: 7 436 C: 45; D: 364 551 : 464, 551 F: 379 G: 254
337, 352, 364, 563, 565; H: 98, 131 436.

Examples—Lease Agreements Which in Substance
Are Purchases of Property

The examples below illustrate the type of informa-
tion furnished in 1965 reports for leases which in sub-
stance are purchases of property or which are sale-and-
leaseback transactions.
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Leases Recorded as Assets and Liabilities

COOK PAINT AND VARNISH COMPANY
Noncurrent Liabilities
Long-Term Debt—Less current maturities:
Lease purchase agreement relating to manu-
facturing plant and equipment carried at
$1,104,910. Payable $6,642 monthly in-

cluding interest at approximately 4.2% . $1,170,711
Other ......... ... ... ... .. ......... 204,000
$1,374711

GENERAL PLYWOOD CORPORATION
Noncurrent Liabilities

Long-term obligations, less current portion (Note
3)

.................................. $258,012
Note 3: The long-term obligations consist of the following:
Due after
Current one year
5% subordinated debentures .............. $16,300 $146,700
Contracts payable ....................... 48,394 111,312
$64,694 $258,012

The 5% subordinated debentures, issued in connection with the
retirement of preferred stock of the subsidiary Paine Lumber Com-
pany, Ltd., are due in amounts of $16,300 each April 1, 1966
through 1975. The contracts payable arise primarily from equip-
ment leases which have been treated as purchases. Payments, ex-
cluding normal financing charges, are due in each of the five years
subsequent to October 31, 1966, in the approximate amounts of
$42,000, $23,000, $21,000, $10,000 and $3,000, and $12,000 is due
after five years.

MOORE DROP FORGING COMPANY
Noncurrent Assets
Leasehold Interest in Facilities, less amortiza-

tion of $179,651—Note 4 .. .............. $716,713
Noncurrent Liabilities
Long-term rental—Note 4 ... ........... .. . $653,156

Note 4: The company entered into a lease agreement for manu-
facturing facilities in Hillsboro, Ohio during 1960. The lease runs
for 20 years with two ten-year renewal options. Under the terms
of the lease, the lessee is granted an option to purchase the prop-
erty at the landlord’s depreciated tax cost at any time prior to
one year before the expiration date of the lease or any renewal
period. In order to conform with accounting principles, which
during the period since the last fiscal year of the company have
become generally advocated, the company, as of June 30, 1965,
changed its accounting practice to reflect the leasehold interest as
an asset and the commuted value of the company’s liability to pay
rent (for the initial and extended periods of the lease) plus the
estimated cost of exercising the purchase option at the expiration
of the lease as long-term debt,

Company May Acquire Property Upon Expiration of
Lease with Nominal Payment
PHOENIX STEEL CORPORATION

Noncurrent Liabilities
Long-Term Debt:

Pro Forma
Mortgage notes payable (Note
2) . $1,060,000 —
5129, convertible subordinat-
ed debentures due in 1969
(Note 2) .............. 4,539,000 —_
Industrial revenue bonds 534 9%,
due 1991 (Note 5)- ...... — 35,000,000
Five-year revolving bank loan
6% (Note 5) ........... — 6,000,000
Miscellaneous ............. 338,857 338,857

5,937,857 41,338,857
Less current portion shown
above ................. 2,162,709 303,709

$3,775,148 $41,035,148

Note 5: Capital Improvements, Financing Commitments and Pro
Forma Adjustments—The Company has made arrangements with
Northern Delaware Industrial Development Corporation whereby
funds for the financing of plant improvements and other purposes
will be obtained by the sale of the Development Corporation bonds
in the aggregate initial amount of $35,000,000 with an additional
$6,000,000 authorized. The Company has also made arrangements
with Northern Delaware Industrial Development Corporation to
sell (and lease bac’ll{_f1 its properties at Claymont to the Develop-
ment Corporation, e bonds will be secured by mortgages on the
Claymont and Phoenixville properties of the Company from the
Development Corporation and the Company, respectively, and by
an assignment of the lease. The proceeds of this financing, after
provision for bond discount and expense of $1,970,000, will' be
used for the payment of federal income tax claims of $5,404,446,
including interest to December 31, 1965, with the balance held in
escrow for construction of improvements of $22,595,554 and two
and 14 years’ interest of $5,030,000, The Company is committed
to pay the remaining $3,900,000 of the estimated costs of con-
struction. The Development Corporation will construct to the
Company’s specifications a continuous casting mill and make other
improvements to the Claymont property. In accordance with gen-
erally accepted accounting principles, the proposed sale will uot
be recognized in subsequent financial statements and the proposed
lease will be treated as an instalment purchase.

The Company will continue to occupy and use the facilities of
the Claymont properties under a long-term lease from the De-
velopment Corporation at an annual cost of $50,000 in 1966,
$300,000 in 1967, $1,050,000 in 1968 and $2,415,700 in 1969 and
1970, and larger amounts thereafter, which together with the in-
terest held in escrow is equal to the payments required under the
trust indenture pursuant to which the bonds of the Development
Corporation will be issued. The lease will provide that upon the
payment of all of the outstanding bonds of the Development Cor-
poration, the Claymont property will, at the Company’s option,
be reconveyed to the Company for $1.

Initial Term Less than Useful Life of Property with Option
to Renew Lease at Less than Fair Rental Value

AMERICAN SUGAR COMPANY

Notes to Financial Statements

Note 6: Long-Term Lease—In 1964 the Company entered into
an agreement to lease a beet sugar factory to be constructed in
Maricopa County, Arizona. The factory is scheduled to start op-
erations in the spring of 1967. The term of the lease is 22 years
with annual rents on an average level rate, starting in mid-1967, of
about $1,700,000. The Company may renew the lease for up to
40 one-year terms at nominal annual rentals.

Lease Treated as a Purchase for Tax Purposes

UNION BAG-CAMP PAPER CORPORATION
Notes to Financial Statements

Note 4: The long-term obligations are summarized as follows:
Current  Noncurrent

Notes payable to insurance companies:
4.65% due 1966 to 1978 ............ $1,500,000 $24,000,000
4.75% due 1966 to 1976 ............ 70,000 787,500

4,00% due 1966 to 1972 ............ 41,997 290,208
Other notes due 1966 to 1988 .......... 140,232 1,404,381
Long-term lease obligation covering Ala-

bama industrial revenue bonds:
440% due 1968 to 1973 ............ —_ 9,870,000
4,00% due 1974 to 1987 ............ —_— 35,130,000

(effective rate 4.04%)
Total ....................... $1,752,229 $71,482,089

The 4.65% note is payable in annual installments of $1,500,000
from 1966 to 1977 and $7,500,000 in 1978. The note and loan
agreement contain, among other matters, various restrictions on
the payment of cash dividends. At December 31, 1965, approxi-
mately $37,187,000 of earnings retained for use in the business was
free of such restrictions.

Under the terms of the long-term lease obligation annual rental
of approximately $3,300,000 is payable beginning in 1967 and end-
ing in 1987 to cover bond principal and interest. The transaction
has been treated as a purchase for both accounting and tax pur-
poses.
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Property Acquired to Meet Special Needs of Lessee

REVERE COPPER AND BRASS INCORPORATED
Noncurrent Liabilities

Long-Term Lease Obligations - (Note B) ... $59,200,000
Notes to Financial Statements

Note B: Funds Held by Trustees and Long-Term Lease Obliga-
tions—During 1965, the Company entered into agreements with The
Industrial Development Board of Scottsboro, Alabama, and with
Jackson County, Arkansas, which provide for constructing, equip-
ping and leasing of new mill facilities, The Scottsboro project
consists of a new aluminum rolling mill and related facilities esti-
mated to cost $55,000,000; the Jackson County (Newport) project
represents an expansion of aluminum foil rolling mill facilities
estimated to cost $4,200,000. The cash proceeds of the two indus-
trial development revenue bond issues (aggregating $59,200,000
principal amount) sold by the Scottsboro and Jackson County
governmental agencies are restricted to the payment of the con-
struction costs of such facilities. At December 31, 1965, the un-
expended bond proceeds held by the Trustees were invested prin-
cipally in time deposits and short-term commercial paper.

The Scottsboro project is to be leased to the Company upon
completion (but no later than January 1, 1968) to July 1, 1987; the
Newport project was leased to the Company effective March 1,
1965 to December 1, 1984, Semi-annual rentails are to be in
amounts sufficient to pay the interest and debt retirement require-
ments of the respective bond issues. Such interest costs during
construction of the Scottsboro project are to be included in con-
struction costs.

The Company has options to purchase the Scottsboro project
(from July 1, 1975 to termination of the lease) and the Newport
project (from December 1, 1974 to termination of the lease) for
an amount in each instance which will be sufficient to retire and
redeem all outstanding bonds of the applicable issue. Both trans-
actions are being treated for accounting and tax purposes as proj-
ects being constructed and owned by the Company. Debt retire-
ment requirements to be included in rental payments aggregate
approximately $2,000,000 beginning in 1968 and increase approxi-
mately $100,000 annually thereafter through 1987.

Capitalized Amount for Leased Property
Depreciated Over Useful Life

MOHASCO INDUSTRIES, INC.
Noncurrent Liabilities

Long-Term Debt, less Current Maturities:
Twenty-year promissory notes (Note 5) . $30,000,000
Other notes (Note 5) ................ 2,631,096
Capitalized lease payments (Note 4) .... 9,048,302

Total Long-Term Debt .. ........ $41,679,398

Note 4: Property, Plant and Equipment—In 1965 and prior
years the company entered into several long-term leases for manu-
facturing facilities to be constructed by various local government
bodies from the proceeds of the sale of industrial revenue bonds.
Inasmuch as the leases provide for annual rentals over the initial
terms in amounts sufficient to cover bond principal and interest,
and for renewals at substantially reduced annual rentals, the com-
pany, in accordance with recommendations of the Accounting
Principles Board of the American Institute of Certified Public
Accountants, capitalized as of January 1, 1965, the remaining prin-
cipal payments ($10,390,341 at December 31, 1965? under such
leases and reflected the related liability., The capitalized amounts
are included in property, plant and equipment and are being
depreciated over their estimated useful lives. The effect of this
change on consolidated net earnings for 1965 was not significant.

Report Refers to Amortization of Material Gains or
Losses Resulting from Sale-and-Leaseback Transactions
R.H. MACY & CO., INC.

Noncurrent Liabilities
Deferred Credits:

Federal income taxes (Note 1) ........ $26,550,000
Deferred investment credit ($2,161,319

and $1,701,875) and unamortized capi-

tal gain on sale and leaseback ....... 3,424,457
Deferred contingent compensation and pen-

sion costs, less estimated Federal income

tax effect ............ ... .. ... ... ... 1,606,002

McCALL CORPORATION

Noncurrent Liabilities
Long-term debt due after one year ..... .. $39,400,000
Deferred subscription revenue and related de-

ferred federal income taxes ........... 26,380,000
Allowance for pattern discards ........... 2,894,000
Other deferred federal income taxes ... ... 5,443,000
Deferred credit arising from sale and lease-

back of equipment ............ .. ... 437,000

U. S. INDUSTRIES, INC.
Noncurrent Liabilities

Deferred Credit—gain on sale and leaseback
transaction—Note B . .................. $5,401,460

Note B: Long-Term Leases—On December 30, 1963, the Com-~
pany sold certain real estate and equipment, which had a net book
value of $6,349,330, for $13,101,155. These properties were then
leased back from the purchaser at an aggregate annual net rental
of $1,732,495 for ten years, with certain options to repurchase
the property and equipment during this ten-year peniod, and with
the option to repurchase the real estate at the end of the ten-year
period for $1,680,000, or to continue to lease the real estate for
an additional five years at an annual net rental of $390,000. The
net gain was deferred and is being amortized at the rate of
$675,182 per year as an adjustment of the related rental cost.

Other long-term leases in effect at December 31, 1965, provided
for annual rentals of approximately $1,950,000.

Rentals Aggregate, Over Period of Lease, Approximate
Purchase Price Plus Interest and Carrying Charges

CHEMETRON CORPORATION

Notes to Financial Statements

Note 9: Commitments and Contingent Liabilities—At December
31, 1965, the Company had unspent authorities for equipment
purchases aggregating $8,618,000 and commitments of up to three

years’ duration relating to purchases of additional investments in
gonsohdated subsidiaries requiring maximum expenditures of $70(,-
00.

The Company has leased certain equipment for periods of five to
fifteen years at basic rentals which (over the period of the leases)
aggregate, in some instances, the approximate purchase price of
the equipment, plus additional rentals to cover interest on unpaid
balances and carrying charges. The total rental payable for cal-
endar year 1966 approximates $1,675,000. The total rental payable
over the remaining period of the leases approximates $10,681,000
at December 31, 1965. At December 31, 1965, the Company was
obligated under a long term lease on real estate, relating to its
office building, which has a remainder of 19 years under the pri-
mary term at an annual rental of $154,750 plus taxes and mainte-
nance,

The Company is contingently liable for approximately $478,000
with respect to notes receivable discounted with banks.

Method of Disclosure

Table 19 summarizes the nature of the information
disclosed in the 1965 survey reports with regard to long-
term leases and the related methods of disclosure.

There were 292 survey companies that referred to, or
implied, the existence of long-term leases in their 1965
reports. Of these companies, 237 provided in varying
degrees and combinations such factual information as is
indicated in the upper part of Table 19, while 27 com-
panies (*39, 185, 222, 308, 409, 576) merely implied
or indicated the existence of such leases by reference to
leaseholds or leasehold improvements. The remaining
28 companies referred to their long-term leases only in
a general way (*20, 140, 292, 305, 502, 555) without

#*Refer to Company Appendix Section.
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relating any fundamental features. The foregoing infor-
mation was usually presented in the notes to the finan-
cial statements.

As an indication of the trend towards more adequate
disclosure relating to long-term leases, the figures for
the year 1951 are presented in Table 19 for comparison.
These figures were taken from the 1952 edition of Ac-
counting Trends and Techniques which was the first
year for which such statistics were given for the 600
companies.

Examples—Long-Term Leases

Examples selected from the 1965 annual reports to
illustrate the various types of long-term lease disclosures
are as follows:

Footnote Disclosure

ALLEN INDUSTRIES, INC.
Notes to Financial Statements

Note D: Long-Term Leases—The Corporation and two of its
subsidiaries occupy premises under seven long-term leases which

TABLE 19: LONG-TERM LEASES

Details set forth in:

Letter to
Foot- Stock- 1965 1963 1960 1951
Disclosure by Lessees:* notes holders  Total Total Total Total
A: Annual rental amount ......................... 136 5 141 173 137 59
B: Minimum annual rental ........................ 79 2 81 N/C N/C N/C
C: Aggregate rental amount ....................... 18 —_ 18 12 11 2
D: Basis for calculating rent other than time ......... 28 — 28 N/C N/C N/C
E: Lease expirationdate .......................... 54 2 56 66 28 14
F: Numberofleases ............................. 47 —_ 47 41 60 37
G: Renewal or purchase option .................... 46 — 46 29 15 13
H: Sell-leaseback feature ......................... 10 3 13 17 22 3
I: Unrealized profit on sale and leaseback ........... 3 —_ 3 N/C N/C N/C
J: Term of leases ..............cciviuiiiineiann, 70 4 74 63 87 12
K: Schedule of rentals by period of years ............ 31 — 31
L: Type or types of property ...................... 73 8 81
M: Obligations assumed or guarantees made .......... 13 —_ 13 N/C N/C N/C
N: Restrictions on dividends, debt, or further leasing .. 3 —_ 3
Total ........... ... ..o iiiiiion., 611 24 635 401 360 140
Number of Companies
Setting forth details of long-term leases ............................. 237 177 117 61
Mentioning long-term leases but omitting details thereof .................. 28 40 68
Indicating long-term leases (without mention thereof) by reference to lease- 139
holds or leasehold improvements ........................ceoian.. 27 29 37
292 246 222 200
Neither referring to nor indicating long-term leases ...................... 308 354 378 400
Total ...... .. ... .. . e

N/C—Not compiled.
*Refer to Company Appendix Section—A: 2,
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presently require the payment, in addition to maintenance, prop-
erty taxes and insurance, of average annual rentals as follows:
1966 to 1969—$310,413; 1970—$227,926; 1971—$171,233; 1972—
$130,264; 1973 to 1980—$79 133; 1981 to 1983—$48, 897 1984 to
1985—$27,798.

ALLIED STORES CORPORATION
Notes to Financial Statements

Note L: At January 31, 1965, the Corporation and its consoli-
dated subsidiaries were lessees under 242 leases having terms of
more than three years from that date. The rentals under these
leases for the year ending January 31, 1965, amount to a minimum
of $19,855,600, (of which $12,115,586 is payable to Alstores Realty
Corporation and subsidiaries), plus in most cases real estate taxes
and other expenses and, in certain instances, increased amounts
based on percentage of sales. The aforementioned minimum annual
rental classified as to the periods within which the related leases
expire is as follows: $151,163 prior to 1970; $2,478,165 in 1970-
1979; $6,772,795 in 1980-1989; $6,939,067 in 1990-1999; $3,514,410
in 2000-2059.

AMERICAN AIR FILTER COMPANY, INC.
Notes to Financial Statements

Note 5: Plant Relocation—The Company has entered into an
agreement with the City of Brownsville, Tennessee, to lease a new
plant for the purpose of manufacturmg products now produced at
the Morrison, Illinois, plant. The Brownsville plant and related ma-
chinery have been financed by an industrial revenue bond issue
of $3,200,000 which will be amortized by lease payments over a
twenty year period, The sale of the Morrison property has been
arranged and, during 1966, operations will be transferred from it
to the Brownsville facility. The Company has established a re-
serve to cover the estimated costs to be incurred in 1966 in con-
nection with this transfer by means of a charge to 1965 operations
of $219,000 which is net of related income taxes.

THE ATLANTIC REFINING COMPANY
Notes to Financial Statements
Note 7: Commztments-—Mrmmum annual rentals under long term

leases covering production (except oil and gas leases), transporta-
tion, office and storage facilities, average:

Per Year
1966 through 1975 .......... ... ... ..cc.cviiinun.. $10,510,000
1976 through 1985 ... ............. ... ... ... ..., ,246,
1986 through 1995 ........... ... ... ... ccciieve. .. 335,000

Rentals received for service station properties are expected to
approximately offset rentals paid on such properties. Rentals paid
for such service station properties during 1965 were $13,528,000.
In general, options are available to purchase such properties.

Pursuant to the 1963 acquisition agreement with the shareholders
of Hondo Oil and Gas Company, The Atlantic Refining Company
is obligated to deliver 200,000 shares of its common stock, subject
to adjustments under certain conditions, on January 3, 1967. This
obligation may be fulfilled by either newly issued common stock
or treasury stock or some of each at the option of the Company.

ELGIN NATIONAL WATCH COMPANY
Notes to Financial Statements

Note 7: Leases of Property—The Company and its subsidiaries
occupy manufacturing and office space under various leases with
aggregate annual rentals of $391, ()00 for 1966; $360,000 for 1967;
$289,000 for 1968; $250,000 for 1969; $196, 000 for 1970 through
19712973157 ,000 for 1973; $142,000 for 1974; and $64,000 thereafter
to .

FOREMOST DAIRIES, INC.
Notes to Financial Statements

Note 8: Contingent Liabilities and Commitments—There are
various contingencies and pending legal actions which are con-
sidered routine to operations of Foremost; in the opinion of counsel
and management, these matters are either without merit or do not
involve material amounts. Foremost has guaranteed indebtedness
of approximately $6,500,000 of foreign subsidiary and associated
companies, and in the ordmary course of business Foremost has
incurred certain contractual commitments pursuant to terms of
lease agreements, employment contracts, pension plans, etc., and
is contingently liable as guarantor or endorser of other notes and
contracts; in the opinion of management, adequate provision has
been made for any losses which may reasonably be foreseen.

Lease agreements provide for aggregate rentals of $6,350,000 for
equipment and $6,150,000 for land and buildings during periods
extending generally, for equipment, to seven years and, for facili-
ties, to fifteen years after January 1, 1966.

AMERICAN BROADCASTING COMPANIES, INC.
Notes to Financial Statements

Note J: Long-Term Leases—Minimum annual rentals, under 314
leases for real property in effect at January 1, 1966 amounted to
$7,126,000, which is summarized according to lease expiration
perlods 1966-1968, $1,162,000; 1969-1973, $2,100,000; 1974-1978,
$1,142,000; 1979—1983 $506 000 and subsequent to 1983 $2,216, 000,
The foregomg includes rental for the Company’s new headquarters
building under a lease which became effective January 1, 1966.
The Company will become the owner of the ground lease and the
building, if it exercises a purchase option which it holds. Total
rent, including rentals based on a percentage of receipts, charged
to operations in 1965 amounted to $6,850,000.

GENESCO INC.
Notes to Financial Statements

Note 8: Commitments and Contingent Liabilities—

(a) Long-term Leases: Minimum Annual rentals, exclusive of
specifically identified operating costs, under leases in effect at July
glll 1965 with expiration dates as indicated are summarized as
ollows:

1965-1970 .. eeeieeeeeeeeee $12,009,073
19711975 ittt et 3,518,867
1976-1980 ... oLl lllIlILII LI 3,063,081
19811985 1L IIIIIIL LTI 3,733,168
1986-1990 ... L. 1Ll I 6,884,159
After 1991 . 11Tl 262,508

$29,471,156

Certain leasehold improvements have in the current and previous
years been sold to and leased back from a charitable foundation.
The net equity arising from these rentals is reflected in fixed assets.
The aggregate rentals of such leases entered into during the current
year were not considered material in relation to the consolidated
net assets.

(b) Merchandise in Transit: At July 31, 1965 the company had
in transit merchandise aggregating approxunately $4,000,000 which
is not reflected in the accompanying financial statements,

(c) Legal Matters: Certain stockholders of S. H. Kress and Com-
pany, approximately 94% of the outstandmg stock of which is
owned by the company, have instituted actions against the com-
pany, Kress and certain directors of both companies. The com-
plaints allege that S. H. Kress and Company was damaged as a
result of the sale and lease-back of certain of its properties, It
is_the opinion of counsel and company officials that the actions
will be successfully defended., In addition the company is the de-
fendant or plaintiff in other actions which in the opinion of counsel
and company officials will be successfully defended and would not
affect materially the financial position of the company in the event
of adverse decisions.

REXALL DRUG AND CHEMICAL COMPANY
Notes to Financial Statements

Commitments and Contingencies—Minimum annual lease rentals
payable by Rexall under real estate, store fixture and transporta-
tion equipment leases in effect at December 31, 1965, before re-
duction for fixed annual sub-lease rentals recelvable aggregating
$2,498,000, are as follows:

Leases expiring in—

1966-1970 ... ... .. $ 5,999,000
1971-1975 . o 2,803,000
1976-1980 ... ... ... 1,116,000
1981-1985 . e 1,006,000
After 1985 ... ... _ 425,000

$11,349,000

Some leases provide for rentals based upon a percentage of
sales and nearly all require additional payments for property taxes,
insurance and maintenance. Some leases contain purchase options.
Provision has been made for estimated lease losses on properiies
no longer operated.

Certain lawsuits have been filed against Rexall. In the opinion

of counsel, none of these suits is likely to result in significant
liability,

SAFEWAY STORES, INCORPORATED
Notes to Financial Statements

Property Leases: Leases are in effect on 2,503 properties of which
1,891 contain options to cancel. Should the Company exercise these
optlons it could be required to purchase 1,638 properties. Minimum
rental on leases in effect at the year-end was approximately as
follows for the years or periods indicated:

1966 ........ $60,821,000 1971-1975 ........ $281,063,000
1967 ........ 60,491,000 1976-1980 ........ 253,216,000
1968 ........ 58,883,000 1981-1985 ........ 126,650,000
1969 ........ 58,510,000 After 1985 ........ 18,900,000
1970 ........ 57,977,000
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LIBBY, McNEILL & LIBBY
Notes to Financial Statements

Note 7: Long-Term Lease Commitments, Etc.—Annual rentals
under leases expiring more than three years from July 3, 1965 on
property and equipment amount to approximately $2,150,000 of
g\g;lg%oéentals on leases of more than 20 years’ duration are

,000.

_Included in the above amounts are rentals applicable to certain
citrus groves leased by the Company, the purchase of which was
financed by the lessor principally by the issuance of bonds, of
which $2,970,224 are outstanding at July 3, 1965. Of these bonds,
the Company owns $591,154 and has guaranteed payment of prin-
cipal and interest on an additional $1,468,594 of bonds. The Com-
pany has an option to purchase the groves on June 1 of any year
at a price equal to the lessor’s then unamortized cost of the prop-
erty. Also, the Company has options to purchase various other
leased properties and equipment, including properties sold and
leased back in 1964, at termination of the leases.

SEARS, ROEBUCK AND CO.
Notes to Financial Statements

Note 6: Rentals—Long-Term Leases—Minimum fixed rentals,
exclusive of taxes, insurance and other expenses payable directly
by the Company, under long-term leases (over three years) in
effect as of January 31, 1965 were, for the years or periods indi-
cated, as follows:

1965 ........ $23,054,000 1970-1974 ........ $94,717,000
1966 ........ 23,866,000 1975-1979 ........ 71,726,000
1967 ........ 23,809,000 1980-1984 ........ 60,659,000
1968 ........ 23,143,000 1985-1989 ........ 35,708,000
1969 ........ 21,617,000 After 1989 ........ 38,146,000

The Company is leasing a number of store and warehouse prop-
erties from various insurance and educational institutions and from
private investors, Most of these leases are for maximum terms rang-
ing from 25 to 99 years with the right, after initial periods ranging
from 25 to 45 years, to terminate or continue at reduced rentals,
and contain one or both of the following two additional types of
options: (a) The Company can, after the initial period of years,
purchase the property at the then fair value of the land alone.
(b) 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 does not
accept the offer, can either terminate or continue the lease.

Disclosure in Letter to Stockholders

CONTINENTAL MOTORS CORPORATION
Letter to Stockholders

Toward the close of the fiscal year the company leased a 5,000
square foot facility in Walterboro, South Carolina, to be used for
certain light assembly and packaging operations. .

THE HOBART MANUFACTURING COMPANY
Letter to Stockholders

After extensive analyses relating to the selection of an additional
location in which to provide for the needs of the KitchenAid
dishwasher business, an industrial site in Mt. Sterling, Kentucky,
was secured and plant construction started., Assembly operations
were begun promptly in leased quarters and, as a result, experi-
enced personnel will be available locally upon the completion of
the new facility, illustrated above. This new plant is being con-
structed under the terms of a long-term lease agreement between
the Company and the City of Mt. Sterling. Funds for its construc-
tion and equipment were provided through the sale of City of Mt.
(Mount) Sterling, Kentucky, Industrial Building Revenue Bonds
totaling $2,750,000.

Reference or Disclosure in Balance Sheet

BELDING HEMINWAY COMPANY, INC.
Below Stockholders’ Equity
Long-term Leases and General Comments (Note G)

Note G: Minimum annual rentals, under leases (exclusive of
leases between the Company and its subsidiaries) aggregate ap-
proximately $350,000 (of which leases for $225,000 expire from
1970 to 1983 and the remainder expire prior to 1970), plus real
estate taxes, insurance, etc. One of such leases, having an annual
rental of $92,000 plus real estate taxes, insurance, etc., and expiring
in 1979, is with an affiliated company.

Total pension plan expense for 1965 was $342,884 of which
$84,173 was for past service costs. It is the Company’s intention
to fund past service costs (estimated to be $2,100,000 as at October
1, 1965) over a remaining 29-year period.

AUTOMATIC CANTEEN COMPANY OF AMERICA
Above Stockholders’ Equity
Commitments and Contingent Liabilities (Note 5)

Note 5: Commitments and Contingent Liabilities—At October
2, 1965 the Company had no significant commitments for capital
expenditures and at that date had contingent liabilities approxi-
mating $12,900,000 (1964, $14,700,000) in respect of customers’
installment notes receivable discounted, of which 41% is with
Commercial Discount Corporation.

Unfunded past service costs of two noncontributory trusteed
pension plans for hourly employees approximated $700,000 at
Qctober 2, 1965 of which $173,000 in respect of one plan is being
funded through 1989.

Rentals payable in respect of long-term leases of real estate
and office space aggregate approximately $6,300,000 over the terms
of leases expiring at various dates through 1988 and $564,000
under a lease expiring in 2016. Approximately $700,000 of such
rentals are payable during fiscal 1966.

The Company and its subsidiaries are defendants in certain legal
proceedings. In the opinion of Company’s counsel the outcome
of these suits will not materially affect the financial position or
results of operations of the Companies.

BURLINGTON INDUSTRIES, INC.

Below Stockholders’ Equity
Contingent liabilities and commitments (Note E)

Note E: Contingent Liabilities, Commitments and Other Matters
—(2) The Corporation and subsidiary companies have leases
principally for manufacturing facilities and sales offices with mini-
mum annual rentals totaling approximately $5,320,000 ($5,530,000
at October 3, 1964), of which about 66% (64% at October 3,
1964) relate to leases expiring within ten years; certain leases
(current annual rentals of approximately $2,015,000) have options
for extension at substantially reduced annual rentals. Further,
commitments for additions to fixed assets and other capital items
amounted to approximately $78,000,000 at October 2, 1965 ($28,-
000,000 at October 3, 1964).

THE CUDAHY PACKING COMPANY
Long-Term Liabilities:
Purchase agreements payable, 4% %, due in
annual installments to October, 1968, less
current maturities .................. $ 582,684
Lease obligations, excluding amounts due

within one year (Note 5) ............ 884,995

Cost of partial discontinuance of Omaha op-
erations due after one year ........... 318,051
$1,785,730

Contingent Liabilities and Commitments (Notes
3,4, 5, and 6)

Note 5: Lease Commitments—Amounts payable under certain
real estate and equipment leases have been capitalized during the
year ended October 30, 1965, and are included in property and
equipment with the amount of future payments reflected as lia-
bilities, in accordance with recent interpretations of generally ac-
cepted accounting principles for leases. The Company and its sub-
sidiaries have long-term leases which have not been capitalized
and which expire at various dates after November 1, 1968 to 1977.
Such leases, excluding motor vehicle rentals, will require rental
payments of $320,000 in 1966; as of October 30, 1965, the aggre-
gate future rental payments was $1,600,000,

SUNSHINE BISCUITS, INC.

Noncurrent Liabilities
Notes payable, less current portion (Note 2) $ 7,875,000
Liability under capitalized leases, less current

portion ................... .. ... .. 2,507,656
Mortgages payable, less current portion . . .. 1,573,154
Reserve for employees’ pensions (Note 1) . 200,000
Deferred credit—transfer of buildings to pen-

sionplan (Note 1) ................. .. 1,545,614

$13,701,424
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SMALL TOOLS, CONTAINERS, DIES, ETC.

Small tools, returnable containers, dies, etc., were dis-
closed in the 1965 annual reports of 89 of the 600 sur-
vey companies. Such assets were generally shown in the
noncurrent asset section of the balance sheet although,
as in previous years, items having “inventory” charac-

teristics 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 dis-
closed in the 1965 survey reports.

The examples which follow illustrate the various
methods of presentation and valuatio<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>