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PREFACE

Accounﬁng Trends and Techniques in Published Annual Reports — 1967
is the Twenty-first 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-rang 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.

Signiﬁcunf 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 companies included 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 adjustments. 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.

A ccounting techniques employed by the 600 survey companies are presented in
the form of quotations and examples taken directly from the 1966 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.

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.

Special acknowledgment is due to Charles L. Bauermann, C.P.A., and Mrs.
Emma Devilbiss, for their assistance in the analysis of the financial reports and prep-
aration of the manuscript.

RicHARD A. NEst, C.P.A., Director of Technical Services
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS



TABLE OF CONTENTS

Section 1: Financial Statements Page
Financial Statements Covered by Auditors’ Reports

................................... 1
Customary Statements:
Combination of Customary Statements .............................c... ... ..., 1
Notes to Financial Statements ... ... .. ... .. ... .. ... . . . . 1
Income Presentation in Reports . ... ... .. ... ... ... ... 2
Retained Earnings Presentation in Reports .................................c..... 3
Capital Surplus Presentation in Reports .................... .. ... oiiiiuiinnaon... 4
Title of the Income Statement ................ ... ... . ittt 4
Form of the Income Statement .............. ... ... . ... .ttt 6
Title of the Balance Sheet . ... ........ .. .. ... ... . . i 7
Form of the Balance Sheet ... ... ... ... ... . . .. ... . 8
Title of the “Stockholders’ Equity” Section .............. ... ..t iiininrnenen.n. 8
“Capital Surplus” Caption in the Balance Sheet ............... ... ... .. ... .. ..... 8
Source of Capital Surplus ... ... ... . .. .. ... 11
“Retained Earnings” Caption in the Balance Sheet ................................ 11
Stockholders’ Equity Statements . ................. ...ttt 13
Comparative Customary Statements Covered by Auditors’ Reports.................... 14
Cents Omitted or Presented .......... ... ... ... . . i 15
Hundreds Omitted—Dollars in Thousands ................ .. ... ... ... .. .. ... .... 15
Additional Statements and Supplementary Schedules Covered by Auditors’ Reports. . .......... 16
Financial Presentations Not Covered by Auditors’ Reports ............................ 21
Restatement of Prior Year’s Financial Statements ................................... 22
SEC Proxy Rule 14a-3 ... ... .. ... et e 27
Section 2: Balance Sheet
Cash:
Segregation of Cash and/or Securities ................ ... .. ... .. ... . 29
Cash Advances . ............ ... it 32

Cash DepOSItS .. ... ..ottt 34

Marketable Securities—Current ASSELS ... .. ... ... 35
Accounts Receivable:
Trade . ..o 37
NONCUITENE . . o ottt et e e e et e e e e e e e e 43
“Uncollectible Accounts”—Terminology ................c..oiiriiiiiiinmrnenn... 45
U. S. Government CONtracts . . ... ...t ettt et 47
Defense Financing . ... .. ... ... oo 50
ReNEGOAtION . . . .. oottt et e e e 51
Inventory: .
Presentation . ... .o oottt e 53
Pricing Basis—Methods of “Cost” Determination . .. .............. ... ... ............ 54
Pricing Basis—Determination of “Market” ................ . ... ..o 58



Lifo Inventory Cost Method ........... ... ... ... ... .. ... ..o i 60
Use of Lifo Method by Industrial Groups . ......................... ... ... 60
Inventory Reserves Purpose Stated ... .......... ... ... ... ... .. ... ... 62
Inventory Reserves Balance Sheet Presentation .. ..................... ... ... ... .... 63
Cash Surrender Value of Life Insurance . ........................oo it i, 63
Claims for Refund of Income Taxes ................c..ouuiiniiinamn i, 65
Property, Plant and Equipment—Basis of Valuation . ............. ... ... ... ... ...... 66
Terminology for “Accumulated Depreciation” .. ............................ ... ... ... .. 69
Long-Term Leases—Disclosure by Lessees .. .............. .. .. ... ....... L 70
Small Tools, Containers, Dies, BC. . . ... ... .. ... e 77
Unconsolidated Subsidiary and Affiliated Companies—Investments and Advances. ... ... .. .. 80
Associated Companies (50% Jointly Owned) ........ ... ... ... ... ... .. ... ... ........ 85
Prepaid Expenses and Deferred Charges ... ........... ... ... . 87
Intangible ASSEtS .. ... ... ... ... e 90
Amortization of Intangible Assets . ... ... ... ... .. 94
Accounts Payable—Current Liabilities ... .......... ... .. .. ... . .. .. . . .. 94
Liabilities Re Employees and Stockholders . ............ ... ... ... ... .. .. ... ... ... ... 96
Income Tax Liability ......... ... .. ... .. .. . i e 99
Terminology for “Income Tax Liability” ............ .. ... . ... . .. . .. ... ... ... ..., 100
U.S. Government Securities Used to Offset Income Tax Liability . ................... .. .. .. 102
Short-Term Borrowing and Long-Term Indebtedness .................. .. ... ... . ....... 104
Deferred Income .. ....... ... . 110
MInOority INterests . . ... ...ttt e e 114
Appropriations and Reserves:
Contingency RESEIVES . . . . .. .ottt ittt et 116
Employee Benefit Reserves ... ........... ... .. 117
Foreign Activity RESEIVES . ... ... ...ttt e [P, 120
Guarantee or Warranty Reserves . ............ ... ... ... ... ... L 122
Insurance ReESEIVES . ... ... ... ... .ottt 123
Property ReseIvVes .. ... ... ... . i 125
TaX RESEIVES . . . ..ottt e e 127
Investment Credit . .. ... .. ... ... e e 131
Miscellaneous Other RESCIVES . ... ... oottt ettt e 134
Capital Stock: ‘
Classification of Capital Stock . ... ... .. . ... .. . . 137
Values Shown for Shares of Stock ... . ... ... . ... . 138
Status of Capital Stock . ............ . ... ... . R 138
Carrying Value of Capital Stock Greater than Par Value .. .................. ... .. .. .. 142
Treasury StOCK . . .. ... .t 143
“Pated” SUIPIUS . . . ..o 147
Stock Option Plans . ... ... ... . 148
Stock Purchase Plans . ... ... .. .. .. .. ... 151
CONtINZENCIES . . . . .ottt et e e 152
Consolidation of Subsidiaries . ........ ... ... ... . 157
Post Balance Sheet Disclosures ... ............. .. . i 160
Long-Term Leases—Disclosure by Lessors ................... .. .. ... ... ... . ... 163



Section 3: Income Statement

TeIMINOIOZY . . ... i
Sales—Presentation . ... ...... ... ... ...
Cost of Goods Sold and Gross Profit—Presentation
Cost of Materials—Presentation

Employment Costs—Presentation
Pension and Retirement Plans . .. .. ... ... ... . . it
Depletion—Annual Charge and Method . .. ........ ... ... . ... . i
Depreciation—Annual Charge and Method . ....... ... ... .. i,
Useful Lives—Depreciation Guidelines and Rules ............ ... ... ... .. ... ........
Charitable Foundations and Corporate Contributions
Income Taxes—Current Estimate ... ........... .0ttt it
Adjustments for Prior Year Income TaXxes . .........c.cuiiieiininininenen vinnrannnanns
Carry-Back and Carry-Forward of Operating Losses
Allocation of Income Taxes

Deferments of Income Taxes
Extraordinary Items ... ..... ... .. ... .. i e e
Designation of Final Figure
Earnings Per Share .. ... ... .. ... . . e
Income from Foreign Operations
Cash FloW ... ... e e
Source and Application of Funds

....................................
...................................................

..................................................

..................................

....................................

......................................................
..................................................

Section 4: Retained Earnings and Capital Surplus

Cash Dividends—Statement Presentation . ......... ... ... ittt
Cash Dividends Per Share on Common Stock . . ... .. . i e
Restrictions on Retained Earnings for Dividend Purposes

Stock Dividends and Stock Splits:
Accounting Treatment
1966 Stock Dividends
1966 Stock SpPlits . . .. ... e
Stock Dividends—Declared Before Balance Sheet Date for Distribution After

Balance Sheet Date

.........................................................

.........................................................

Other Charges and Credits to Retained Earnings and Capital Surplus Accounts:
Premium on Initial Issue of Capital Stock ... ........ ... .. .. ... i
Conversion of Preferred Stock into Common Stock . ......... .. ... ... . .o ...
Conversion of Debentures into Common Stock . ....... ... .. ... .. ... i
Conversion of Preferred Stock into Debentures ... ........... ... .. .. . i
Revision in Capital Structure . ... ... ... ...ttt
Retirement or Redemption of Capital Stock . ............ .. ... i
Treasury Stock Transactions ... ... ... .. ... ..ottt e unenee e .
Purchase of Subsidiaries for Cash or Through the Issuance of Stock ... ...................
Purchase of Business PrOPEIties .. .. ...c.ocuvtirnennenereetnetnennnn oo ens
Pooling Of INErests .. ... .....couuiinieerie e iaat e
Liquidations and DissOlutions . ............coovueiiiiiiiiiiii



Adjustments Arising in Consolidation .................. .. ... ... .. ... 0. 250
Employee Stock Plans ... ........... ... . e 251
Appropriations or ReSEIVES . . ... ... .. .ttt e e 258
Financing EXPenses ... ... ... ... .. e 259
Extraordinary Losses or Gains . ..............c. ..ttt 260
Prior Year Adjustments . .. ....... ... . 262
Miscellaneous Other Adjustments ... ... .. ... .. ... . i, 263
Foreign Exchange LosSes .. .......iuiniiur et enteteteenean e, 264
Section 5: Auditors' Report

Short-Form Auditors’ Report . . . ... .. ... .. ittt e e 267
Recommended ShOrt-FOrm . . . .. ... ... i it ittt e e e 267
Modified Short-Form . ... .. . . e 267
Adoption of Recommended Short-Form . .......... ... .. ... ... ... . i, 267
Wording Variations . . ... ... ... . ... . e e 268
“Generally Accepted Auditing Standards™ ... ........ ... ... .. .. 268
“Such Other Auditing Procedures™ . ... ... ... .. . . . . .t e 268
Omission of Auditing Procedures . . ... ... .. ... . . it e e 269
Standards of Reporting . .. ... ... ... . i e e 270
Presentation of Financial Statements ... ....... ... .. . ... .0ttt 271
In Accordance with Generally Accepted Accounting Principles ..................... ... 271
Accounting Principles Consistently Observed . ......... ... ... ..o il 271
Expression of Opinion . ... ... ... ... . it 271
Auditors’ Specific Approval or Disapproval of Accounting Changes ........................ 272
Qualifications as to Fair Presentation .. .......... .. ... . ... . .. 272
Qualifications as to Consistency in Application of Accounting Principles .................... 273
Informative DiSClOSUIES . ... .. ... .. .ttt e 283
Reference to Other Auditors . ........ . ... ... . i 284
Identification of Financial Statements . ... .......... .. ... . it 288
Reference t0 COMPANY . . .. .. ..ttt ettt e e e 291
Period of Examination . .. ... ... ... ... 292
Title of Auditors’ Report . . . ... ... e 293
Natural Business Year .. ... ... 295
Useof the CPA Title . ... ... ... it e e e e 295
Addressee of Auditors’ RepoTt . ... .. ittt 295
Signature on Auditors’ REpOrt . ... ... .. ... . 296
Number of Accounting Firms Represented ... ......... ... ... ... i, 296
Appendix of 600 Companies . ... ... .................... ... 297

Index to Tables .. ... ... .. .. ... ... ... .. ... ... 303

Subject Index ........ ... ... ... 305

vii



Section 1

FINANCIAL STATEMENTS

HIS SECTION OF THE SURVEY is concerned with the

form, title, terminology, and frequency of use of
the various types of financial statements presented in
the published annual reports to stockholders of the 600
companies which were included in the survey. The fi-
nancial statements 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, and the stock-
holders’ 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 1966.

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 increased slightly in 1966 from the
previous year, continuing 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 1966 re-
ports and the table shows in comparative form the
various combinations for the years 1966, 1965, 1960,
1955, 1950, and 1946. Company identifying num-
bers are furnished 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.
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TABLE 1: CUSTOMARY FINANCIAL STATEMENTS

Combination of Statements®*

Statements

e =Y or »

Total

1966 1965 1960 1955 1950 1946

Balance Sheet and Combined Income & Retained Earnings State-

ment . ...
Balance Sheet, Income, and Retained Earnings Statements
Balance Sheet, Income, Retained Earnings, and Capital Surplus

264 257 236 202 168 141
..... 156 153 154 169 191 157

118 124 146 149 149 198

Balance Sheet, Income, and Stockholders’ Equity Statements . . . 28 24 23 19 15 6
Balance Sheet, Combined Income & Retained Earnings, and

Capital Surplus Statements .....................
Balance Sheet and Income Statements ...............
Various other combinations .......................

....... 24 26 24 22 20 22

....... 6 8 7 19 21 20
....... 4 8 10 20 36 56
....... 600 600 600 600 600 600

*Refer to Company Appendix Section—A: 72, 184, 276, 341, 420, 531; B: 9, 111, 232, 306, 427, 572; C: 33, 108, 214, 300, 405, 547;

D: 68, 149, 222, 378, 423, 517; E: 56, 135, 229, 307, 433, 576; F: 2, 103, 570; G:

532, 548.

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 infor-
mation 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, again this year, shows in
what groups of statements the references appear. The
tabulation also discloses those companies which refer
to the financial 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:

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.

Indebtedness—Short-term borrowing and long-term in-
debtedness

Inventories—Methods of “cost” determination, Pricing
basis

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

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 1966 annual
reports. The trend towards the adoption of the com-
bined statement of income and retained earnings was
continued in the current year. Four more companies
presented a combined statement of income and retained
earnings this year as compared to 1965.

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
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NOTES TO FINANCIAL STATEMENTS

Manner of Presentation* 1966 1965 1960 1955
Notes with direct reference shown within related statements: 3
A: In Balance Sheetonly ...... ... .. .................. 93 83
B: In Balance Sheet and Income Statement .............. 52 64
C: In Balance Sheet, Income Statement, and Retained Earn-
ings Statement ............ .. ... ... .. ... .. ... .. 50 49
D: In Balance Sheet, and Combined Income & Retained
Earnings Statement .. ..... ....... .. ... . ... ..... 150 149
E: 1In Balance Sheet, Combined Income & Retained Earnings L 459 372
Statement and Capital Surplus Statement .......... 7 N/C
F: In Balance Sheet, Income Statement, Retained Earnings
Statement, and Capital Surplus Statement ........... 28 N/C
G: In Balance Sheet and Retained Earnings Statement . . . . .. 29 N/C
H: In Balance Sheet, Retained Earnings Statement, and Capi-
tal Surplus Statement ... ... ................... 8 N/C
I: 1In other combinations of statements ..............7. . 16 83 J
J: Notes included by general reference on accompanying statements 124 119 78 95
K: Notes included by placement within or at the foot of statements. . 9 10 35 59
No notes as such, but supplementary information provided at
foot of statements ........... ... .. ... ... .. ... — 1 5 11
L: No reference to notes; however they were provided separately. . 6 7 3 4
M: Nonotes presented ..............c.viiriiniinirinninnn.. 8 18 20 59
Reference is to Financial Review or Review of Operations:
N: Direct reference shown within related statements .......... 8 7 N/C N/C
O: General reference on accompanying statements .............. 12 10 N/C N/C
Total .o e 600 600 600 600

N/C—Information not compiled in previous years.

*Refer to Company Appendix Section—A: 27, 122, 267, 363, 426, 583; B: 36, 142, 217, 329, 434, 562; C: 48, 121, 246, 303, 425, 529;
D: 40, 130, 230, 316, 414, 513; E: 113, 265, 569 F: 65, 123 521, 350, 436 549; G: 28, 102, 279, 313, 403 538 H: 95, 285, 419 578
1: 139 195 266 331, 411 512; J: 13, 138 252 342, 416 542 'K: 289, 380 479 537; 'L: 41 136 500 : 174, 296, 379 564 N: 231,
310; o: 87, 115, 247, 358, 418, 502.

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 1966 annual reports.
The increased use of the combined statement of re-
tained earnings and income, noted in prior years, was
continued in 1966. Four more companies used the com-
bined statement in 1966.

TABLE 2: INCOME PRESENTATION IN REPORTS

Manner of Presentation*

A: As a separate statement of income .................
B: As a combined statement of income and retained earnings

1966 1965 1960 1955 1946

........ 308 312 332 368 407 427

...... 291 287 264 224 187 164

As a combined statement of income and stockholders’ equity. . . . 1 1 2 1 —_ —
Other presentations of prior years ......................... — —_ 2 7 6 9
Total ...... R

600 600 600 600 600 600

*Refer to Company Appendix Section—A: 21, 112, 213, 320, 415, 530; B: 7, 116, 206, 315, 422, 501.
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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 493 of the 600 survey companies. This includes
those companies with transactions during the year
which resulted in no balance at the end of the year,
and those companies with capital surplus shown only
in the notes.

Separate statements of capital surplus were pre-
sented by 142 companies. None of the companies
combined capital surplus and retained earnings in a
single statement without a separation between the two,
making possible complete identification of items and
balances. Capital surplus was shown as an item within
the balance sheet by 317 companies, of which 66 com-
panies 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 seven companies but was set forth in
motes as part of an analysis of invested capital.

These and other methods of presentation as dis-
closed 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 1966 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.

Changes During 1966

Changes made by the survey companies in the termi-
nology used for their income statements for the year
1966 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 latter term in 1946; 178 companies in
1966. Perhaps the most significant trend has been away
from the use of the title “profit and loss,” from 236
companies in 1946 to only two companies in 1966.
Nineteen of the companies changed the key word in
the title of their income statements for the year 1966.

Examples

The various titles of the income statements con-
tained in the 1966 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.

INCOME—(389 Companies):

Comparative Consolidated Statement of Income and
Accumulated Earnings (*525)

Consolidated Income (*13, 66, 231, 274, 566)

Consolidated Income and Retained Earnings (*100,
178, 240, 307, 475, 567)

Consolidated Income Statement(s) (*59, 69, 227, 264,
445, 546)

*Refer to Company Appendix Section,

TABLE 3: RETAINED EARNINGS PRESENTATION IN REPORTS

Manner of Presentation*

Table 14)

3BO owp»

Surplus not classified ................ ... ... ... ...
Total ... ... ... e

As a separate statement of retained earnings .........
As a combined statement of retained earnings and income
As a section within the statement of stockholders’ equity (see
As a section within the balance sheet ...............
As an item within the balance sheet ... ..............
Miscellaneous other presentations .................

Total Retained EBarnings .................

1966 1965 1960 1955 1950 1946

274 279 300 320 341 356
...... 291 287 264 224 187 164

....... 27 24 23 19 14 5
....... 2 4 7 12 19 22
....... 3 4 1 7 6 4
....... 3 2 3 6 18 31

600 600 598 588 585 582
—_ — 2 12 15 18

—_—

600 600 600 600 600 600

#Refer to Company Appendix Section—A: 5, 110, 233, 361, 432, 541; B: 70, 159, 210, 319, 407, 519; C: 32, 141, 202, 301, 453, 505; D: 64;

E: 2, 451; F: 373.




Capital Surplus Presentation in Reports 5

TABLE 4: CAPITAL SURPLUS PRESENTATION IN REPORTS

Manner of Presentation*

A:

&

QIETO

As a separate statement of capital surplus .............

1966 1965 1960 1955 1950 1946
142 150 169 183 170 224

As a combined statement of capital surplus and retained earnings — 1 2 4 16 31

142 151 171 187 186 Es'

As a section within the statement of stockholders’ equity (see

Table 14) ... ... e

As an item within the balance sheet and changes set forth:
Under balance sheet caption .....................
In notes to financial statements ...................

27 25 20 17 17

5
N <

10 12 24 17 28
206 189 148 81 17 12

In other statements or schedules covered by auditors’ reports . 2 3 2 4 1 1

In letter to stockholders or financial review .........
Not set forth in report .........................

As an item within the balance sheets:
Stated to be “Not changed during the year”

6 3 2 2 2 —
24 32 31 32 6 1
...... 9 4 12 36 54 54

With identical dollar balances for the current and prior year

but no reference to such unchanged status ........
With some changes set forth, but not all ...........

Total

Number of Companies

Presenting capital surplus ..........................
Not presenting capital surplus . ............... .......
Not classifying surplus ............................

N/C—Not Compiled.

*Refer to Company Appendlx Section—A: 46, 148, 215, 322 406, 533; B:
119, 224, 339, 429, 525;

: 144; F: 53, 382, 457; G: 17;

57 68 80 85 119 88

3 N/C NC NC NC N/C
317 311 299 257 227 168
7 5 T— = = =

493 492 490 461 430 430
107 108 107 127 156 156
—_ —_ 3 12 14 14

600 600 600 600 600 600

196, 226, 261, 458, 528, 573; C: 277, 336, 343 413, 422, 471; D: 4,
: 15, 99 212 349; I: 71, 156 209, 393, 400 534; 3:169

Consolidated Statement(s) of Income (*95, 183, 294,
398, 403, 543)

Consolidated Statement of Income and Accumulated
Earnings (*362, 407, 444, 492, 590)

Consolidated Statement(s) of Income and Earned Sur-
plus (*39, 104, 225, 283, 343, 594)

Consolidated Statement(s) of Income and Earnings Re-
tained in the Business (*27, 259, 330, 351)

Consolidated Statement(s) of Income and Retained
Earnings (*115, 210, 337, 452, 576)

Income and Retained Earnings (*132, 323, 366, 394,
540, 584)

Terminology Used

TABLE 5: INCOME STATEMENT TITLE
1966 1965 1960 1955 1950 1946

Income ........... 389 393 382 361 329 317
Earnings .......... 178 174 152 135 92 10
Profit and Loss . . ... 2 5 24 56 127 236
Operations . ....... 26 24 35 30 30 10
Miscellaneous terms . 5 4 6 16 19 20

Total ......... 600 600 599 598 597 593
No Income Statement —_— — 1 2 3 7

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

Income Statement(s) (*152, 304, 357, 387, 396)

Statement(s) of Consolidated Income (*37, 202, 250,
322, 480)

Statement(s) of Consolidated Income and Earned Sur-
plus (*144, 155, 315, 440, 464, 583)

Statement(s) of Consolidated Income and Retained
Earnings (*19, 120, 192, 354, 455, 577)

Statement(s) of Consolidated Income and Retained
Income (*142, 384, 548, 591)

Statement(s) of Income (*103, 140, 172, 300, 562)

Statement(s) of Income and Retained Earnings (*20,
93, 166, 229, 281, 510)

EARNINGS—(178 Companies) :

Consolidated Earnings (*54, 91, 124, 549)

Consolidated Earnings and Retained Earnings (*219,
335, 348, 420)

Consolidated Statement(s) of Earnings (*41, 128, 222,
344, 423, 517)

Consolidated Statement(s) of Earnings and Retained
Earnings (*77, 92, 113, 186, 309, 435)

Earnings (*376, 447, 505, 580)

Statement(s) of Consolidated Earnings (*4, 121, 218,
373, 432, 596)

Statement(s) of Consolidated Earnings and Retained
Earnings (*133, 163, 340, 374, 389, 433)

Statement of Earnings (*68, 197, 228, 296, 358, 470)

*Refer to Company Appendix Section,
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OPERATIONS—(26 Companies):

Section 1: Financial Statements

Consolidated Results of Operations (*126, 143, 169)
Consolidated Statement of Operations (*65, 190, 257,

266, 593)

Statement(s) of Operations (*26, 268, 550)

VARIOUS OTHER—(7 Companies):
Comparative Statement of Income and Expense (*442)
Consolidated Statement of Profit and Loss (*145)

*Refer to Company Appendix Section,

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,

I: Form of Statement*

A: Multiple-step form
Multiple-step form with a sep-
arate last section presenting:

B: Nonrecurring tax items .

C: Nonrecurring tax and
nontax items, also spe-

cial items net of tax

effect .............

D: Nonrecurring
items .............

E: Single-step form ..........
Single-step form with a sepa-
rate last section presenting:
F: Nonrecurring tax items.
G: Nonrecurring tax and
nontax items, also spe-

cial items net of tax

effect .............

H: Nonrecurring
items

No income statement presented ..
Total ...........

II: Current Year—Federal Income Tax

TABLE 6: INCOME STATEMENT FORM

A: Listed among operating items

B: Presented in separate last section

C: Negative provision presented—listed among operating items _
D: —presented in separate last section

E Current estimate not required

4. Minority
1. No Minority Interest
Interest and PLUS
No Earnings 3.Earnings of Earnings of
of or Equity or Equity in  or Equity in
in Earnings of 2. Minority Earningsof Earnings of
Sulésidiarites . Igterestt S_utésidi;;ites ?u%seid;a;;i:s Total
ar eparal n Se; e in e
ligst‘as%lt?oﬁl Il‘Ia]st S%ctio: Iiast S%ction Last Sf,ection 1966 1965 1960 1955 1950 1946
171 18 12 —_ 201 182 210 258 302 263
2 —_ —_ —_ 2 3 8 24 41 63
11 1 4 —_— 16 19 20 23 11 57
5 — 1 _ 6 35 28 25 31 85
189 19 17 —_— 225 239 266 330 385 468
294 17 14 2 327 286 276 218 177 76
3 1 —_ _— 4 1 13 22 13 13
29 2 1 1 33 27 26 9 7 20
10 1 —_ — 11 47 18 19 15 16
336 21 15 3 375 361 333 268 212 125
—_ —_ — _— —_ — 1 2 3 7
525 40 32 3 600 600 600 600 600 600
Estimate* 1966 1965 1960 1955 1950 l_9ﬁ§
........................................ 160 154 155 141 159 100
..................................... 409 408 414 ﬂ 423 4i(_)
Total ... e 569 562 569 578 582 550
................ 3 3 N/C N/C N/C N/C
............. 9 8 N/C N/C N/C N/C
........................................ 19 27 30 20 15 43
= = _1 _2_3 _7
600 600 600 600 600 600

No income statement presented ... ....... ... ... ... .. ... ..o
1 7Y O PPN

N/C—Not Compiled.
*Refer to Comp

dix Section—I: Income Statement Form—A1: 22, 106, 238, 366, 408, 521; A2: 31, 127, 280, 392, 435, 563; A3:
Y Apl:l,ﬁ,: l2)(17; C1: 21, 135, 183, 370, 385, 579; C2: 98; C3: 245, 276;’D1: 43, 271; E1: 20, 128, 211, 321, 428, 567; E2: 25,

186, 268, 338, 43 526;; E3: 37, 134, 291, 386, 484, 594; E4: 316; F1: 36; G1: 61, 165, 236, 362, 437, 503; G2: 158; H1: 181, 337, 438

154, 255, 327, 443, 510
1I: Federal Income
302, 529, 581.

Tax Estimate—A: 11, 126, 228, 348, 464, 552; B: 12, 147, 293, 377, 460, 568; C: 582; D: 18, 201, 590; E: 125, 216,
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a substantial number of the survey companies pre-
sented 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.

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 presenta-
tions 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
1966 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 1966

The survey, this year, reveals a net increase of four-
teen companies using the single-step form of the income
statement. Twenty-one companies adopted the single-
step form and five companies changed to the multi-
step form. The multiple-step form was favored by
companies new to the survey over those companies
replaced, to the extent of two companies.

A presentation, which otherwise would be considered
single-step, has been so considered when nonconsoli-
dated subsidiary earnings or dividends 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 489 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 108 companies in 1966, has lost some
ground during the last six 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 1966 reports of the 600 survey
companies.

*Refer to Company Appendix Section.

TABLE 7: BALANCE SHEET TITLE
Terminology Applied 1966 1965 1960 1950 1946

Balance Sheet, used with:

Customary form ....... 489 470 456 492 578
Financial Position,

used with:

Customary form ...... 39 41 43 13 3

Financial position form . 42 53 60 52 9

Financial Condition,

used with:
Customary form ...... 19 20 23 15 1
Financial position form . 8 11 12 19 5

Other Captions:

Customary form ...... 2 2 4 5 2
Financial position form . 1 3 2 4 2
Total .......... 600 600 600 600 600

Balance Sheet—(Customary form: 489 Companies)
Balance Sheet (*68, 141, 217, 300, 489, 513)
Balance Sheets (*20, 40, 177, 291, 462, 510)
Comparative Balance Sheet (*442)

Comparative Consolidated Balance Sheet (*38, 260,
383, 525)

Consolidated Balance Sheet(s) (*3, 128, 270, 334, 428,
586)

Financial Position—(Customary form: 39 Companies)
Comparative Statement of Financial Position (*201)
Consolidated Financial Position (*71, 104, 277, 335,
456, 553)

Consolidated Statement(s) of Financial Position (*35,
257, 266, 532, 559, 579)

Financial Position (*132, 395, 500)

Statement(s) of Consolidated Financial Position (*5,
108, 196, 385, 415, 453)

Statement of Financial Position (*17, 84, 170, 200,

281, 474)
Financial Position—(Financial position form: 42 Com-
panies)
Consolidated Financial Position (*126, 143, 169, 178,
184, 477)

Consolidated Statement(s) of Financial Position (*10,
61, 116, 439, 478, 570)

Financial Position (*76, 249, 394)

Statement of Consolidated Financial Position (*144,
238, 419, 575)

Statement of Financial Position (*16, 185, 224, 296,
314, 467)

Financial Condition—(Customary form: 19 Companies)
Consolidated Statement(s) of Financial Condition (*65,
72, 180, 286, 352, 531)

Financial Condition—(Financial position form: 8 Com-
panies)
Consolidated Statement of Financial Condition (*206,
512, 593, 595)
Statement of Consolidated Financial Condition (*223)
Statement of Financial Condition (*30, 207, 562)
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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 four
instances in the 1966 reports, the customary form of
balance sheet is varied to show total assets less fotal
liabilities equaling stockholders’ equity (Table 8, Form
B). In the 1966 reports, 549 of the survey companies
presented the customary form of the balance sheet.

The remaining 51 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, and F.

Changes During 1966

There was a net increase of 16 in the number of
companies presenting the customary form of balance
sheet in the 1966 annual reports of the 600 survey
companies, as will be noted in Table 8. Fourteen com-
panies changed to the customary form, and two new
companies, replacing companies that had used the fi-
nancial position form, also used the customary form.

It is unusual that none of the 600 survey companies
changed to the financial position form. The customary
form predominates by a wide margin and its use by
the survey companies has been increasing in recent
years.

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
either of the terms, “stockholders’ equity” or “share-
holders’ equity” continued to increase in the current
year. Table 9 discloses a continued tendency to use
less frequently the terms “capital” and “capital stock
and surplus.”

"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 1966 only 189 of the sur-
vey companies used the term “surplus” in their balance
sheet captions, as compared with 375 in 1948. It will

TABLE 8: BALANCE SHEET FORM

Customary Form*

A: Assets equal liabilities plus stockholders’ equity .. ...
B: Assets less liabilities equal stockholders’ equity ... ...

Total

Financial Position Form*

C: Current assets less current liabilities plus other assets less other
liabilities (deemed to include minority interest, deferr_ed in-
come taxes, and other deferred items), less long-term indebt-

edness, equal stockholders’ equity ...............

D: Current assets less current liabilities plus other assets less long-

term indebtedness equal stockholders’ equity ......
Current assets less current liabilities plus other assets equal stock-
holders’ equity (long-term indebtedness not shown)
F: Miscellaneous other variations ...................

&

Total
Total

1966 1965 1964 1960 1950 1946

........ 545 530 525 521 523 584
........ 4 3 4 5 3 —
........ 549 533 529 526 526 584
........ 32 53 54 41 32 7
........ 7 - = = = =
........ e
........ 7 14 17 21 42 9
51 67 71 14 74 16

600 600 600 600 600 600

*Refer to Company Appendix Section—A: 93, 192, 266, 310, 414, 600 B: 335, 518, 553, 579; C: 116, 144, 223, 277, 394, 477, 595; D: 126,

169, 185, 206, 211, 296, 593; E: 51, 447, 512 596 F: 61, 207, 224
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TABLE 9: STOCKHOLDERS' EQUITY SECTION

Balance Sheet Title*

Represented by stockholders’ or shareholders’ equity

Stockholders’

Shareholders’ investment

Shareowners’ investment

<CHERQTOZEI RS RROTINYOW

g

; F: 15, 194, 265, 327 5 1 581
93 214, 331, 450, 564

E: 323, 325, 368 443

K: 51, 116; L: 30, 5 5

Q: 1, 110, 218 328 405, 548
570, W: 24, 144, 247, 264 461 588,

Capital stock and surplus ........................
Capital (Common) stock and earned surplus .......
Capital stock and retained earnings ...............
Capital stock and (earnings, retained profits) (invested, reinvested) .
Capital and retained earnings ....................
Capital ......... ... . e
Common stock or Common Stockholders Equity ...
Ownership ........ ... .. ... .. ... ... .. o it
Represented by ......... ... ... . ... .. ... . ... ...

Sources from which capital was obtained ...........
Source of stockholders’ equity ...................
eqUILY .. ...
Stockholders’ investment . .......................
Stockholders’ interest ................ .. ... ......
Shareholders’ equity ................. ... ........

Shareholders’ ownership .........................
Shareholders’ interest ...........................
Shareowners’ equity ........................ ...

Miscellaneous other ............................

No title displayed over the stockholders’ equity section
Total ........ ... ... ... .. . il

*Refer to Company Appendxx Sectnon—A 88, 155, 217, 343, 410 495;
53, 171; H 126, 140; 1: 164 211 394 478 514 579 J: 178 184;
97 292 361 419 466, 562 0: 297, 472, 519 : 2, 128 513, 321 423, 599
1 238, 468, 517; S: 482 589 T: 48 199 246, 363 385 525; U: 70, 114, 488 v: 118 123 310 336 347

............... 600 600 600 600 600

1966 1965 1961 1955 1951

............... 30 42 85 143 164
............... 3 3 1 1 4
............... 7 9 11 10 10
2 1 3 3 2

............... 6 7 11 14 9
............... 27 34 52 66 72
............... 2 2 — — —_
............... 2 2 2 1 2
............... 7 7 9 16 13
............... 2 3 —_ — —
............... 3 2 3 3 6
............... 2 2 — — —
............... 264 242 208 123 85
............... 23 29 37 44 51
............... 5 4 2 3

............... 27 25 15 10 6
............... 3 3 2 1 2
............... 2 2 2 3 4
............... 20 19 21 7 1
............... 3 3 2 6 2
............... 14 15 23 44 71

593 593 586 552 526
7 7 14 48 74

B: 188, 359, 434; C: 153, 181, 275, 320, 592; D: 317, 386;

also be observed from this table that, of the survey
companies displaying some form of capital surplus,
over 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 1966 balance sheets of the survey compa-
nies are listed below.

Captions Retaining "Surplus— (189 Companies)

Source Indicated

Capital surplus (arising from capital stock transactions)
(*88)

Capital surplus (arising from sale of treasury stock un-
der the incentive stock option plan (*21)

*Refer to Company Appendix Section.

Capital surplus (excess of consideration received for
common stock over the stated value of $xxx per
share) (*410)

Capital surplus from sale of treasury stock (*539)

Capital surplus from 20% stock dividend (*174)

Capital surplus—principally amount paid the corpora-
tion for capital stock in excess of par value (*586)

Capital surplus (sale of stock through rights) (*156)

Excess over par value—capital surplus (*73)

Source Not Indicated

Capital (paid-in) surplus (*18)

Capital surplus (*28, 119, 205, 300, 475, 587)
Capital surplus paid-in (*294)

Capital surplus (principally paid-in) (*150, 481)
Paid-in and capital surplus (*243)

Paid-in and other capital surplus (¥293, 491)
Paid-in surplus (*45, 176, 223, 350, 473, 589)

Captions Replacing "Surplus"— (304 Companies)

Source Indicated

Amount in excess of common stock stated value (*494)

Amount in excess of par value (*454)

Amount paid in excess of par value (*337)

Amount paid-in in excess of par value of stock—net
(*170)
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Amount paid-in in excess of par value of stock issued
(*50)

Amount paid-in in excess of par or stated value (*202)

Amounts contributed in excess of par value (*124)

Amounts received for stock in excess of par value
(*247)

Capital account in excess of par value of stock (*233)

Capital contributed in excess of par value of stock
(*528)

Capital in addition to par or stated value (*513)

Capital in excess of par or stated values (*94)

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

Capital in excess of par value(s) (*6, 113, 281, 360,
497, 526)

Capital in excess of par value of capital stock (*17,
149, 231, 297, 403)

Capital in excess of par value of common shares (*276)

Capital in excess of par value of common stock (*4,
112, 232, 252, 437, 521)

Capital in excess of par value of shares (*142, 181,
263, 353, 409, 545)

Capital in excess of par value of shares outstanding
(*471)

Capital in excess of par value of stock (*69, 105, 533)

Capital in excess of par value (principally arising from
stock dividends) (*56)

Capital in excess of stated amount (*307)

Capital in excess of stated value (*47, 492)

*Refer to Company Appendix Section.

Capital paid-in for common stock in excess of par value
(*184)

Capital paid-in in excess of par value of shares issued
(*268, 459)

Capital paid-in in excess of par value of shares issued
(after elimination of goodwill in 1963 of $xxx)
(*448)

Capital paid-in in excess of stated value (*290)

Capital received in excess of par value (*564)

Capital resulting from issue of capital stock by a con-
solidated subsidiary (*585)

Consideration received in excess of par value (*8)

Excess of amount paid-in over par value of common
stock (*235)

Excess of shareholders’ investment over par value of
common stock (*238)

Other capital contributed upon issuance of shares
(*486)

Other capital in excess of par value of shares (*22)

Other capital—primarily retained income capitalized as
stock dividends (*279)

Other capital—representing principally excess of amount
of stock dividends over par value of capital stock
(*480)

Other capital (transferred from retained earnings in
connection with stock dividends) (*123)

Other paid-in capital (principally on common stock)
(*375)

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

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

TABLE 10: CAPITAL SURPLUS CAPTION

Balance Sheet Captions

Including term “surplus”—
Capital surplus (Note A)

Miscellaneous other “surplus” terms (Note B)

Total retaining term “surplus”
Total replacing term “surplus”*

Total presenting accounts

Percentage of Companies

Retaining term “surplus” ..........................
Replacing term “surplus” ............... .. ... ......

Paid-insurplus ...... ... ... ... ... .. ... ... ......
Capital surplus—paid-in ............. ... ... . ....

... 304 289

Not presenting accounts .............................
Total ....... ... . ... . . . ...

1966 1965 1964 1960 1955 1950 1948

e 140 151 161 178 198 224 257
ce 41 43 43 52 52 72 92

o 7 8 7 9 9 4 4
ce 1 1 2 4 13 19 22
.. 189 203 213 243 272 319 375

277 252 201 126 70

o 493 492 490 495 473 445 445
.. 107

ST

108 110 105 127 155 155

600 600 600 600 600 600

RN 38 41 44 49 58 71 84
oo 62 59 56 51 42 29 16

Note A—Includes one report which shows “Capital Surplus” and *“Paid-in Surplus” with separate dollar amounts for each

Note B—Includes the use of “Initial Surplus”

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

1966 1960 1955

Additional paid-in capital ................... 92 72 48
Additional capital. ......................... 19 14 i
Capital paid-in or Paid-in capital ............ 6 5 5
Other paid-in capital ....................... i 5 5
Other capital 19 16 14

Capital in excess of par or stated value .....
Amount in excess of par value .............. 2 5 2
Capital (contributed, received) in excess of

(par, stated, par or stated) value .......... 2 8 11

100% 100% 100% 100% 100% 100% 100%

1966 1960 1955

Capital paid-in in excess of par value ........ 9 13 11
Amount (paid-in, paid-in or assigned, realized,
received) in excess of (par, stated, par or

stated value) ......................000an. 7 9 8

Additional contributed capital .............. 2 — —

Shareholders’ investment in excess of par value 2 — —_

Miscellaneous ..................ciivinnnn.. 8 12 25

Total

v
[=]
S
N
w
N
N
_

|
|
I
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Source Not Indicated

Additional capital (*95, 108, 239, 325, 458, 487)

Additional capital paid-in (*196, 415)

Additional contributed capital (*505, 531)

Additional paid-in capital (*55, 187, 216, 368, 479,
595)

Contributed capital (*379)

Other capital (*93, 140, 254, 323, 463, 536)

Other capital paid-in (*572)

Other paid-in capital (*292, 501, 558)

Paid-in capital (*106, 262, 321, 391, 401, 506)

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.

"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 1966 there were only 86 survey companies
that continued to use such terminology.

Table 12 also shows that the 514 survey companies
which by 1966 had replaced the term “earned surplus”
in their balance sheets had done so with other words
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.

*Refer to Company Appendix Section.

TABLE 11: SOURCE OF CAPITAL SURPLUS

Source Set Forth in Caption 1966 1960 1955

Excess (received, paid-in, contributed)

over par value .................. 149 179 100

Excess (received) over par or stated
value . ... ... ...l 5 8 11

Excess received over stated value (stat-
ed amounts, value shown) ....... .. 6 6 10
Earnings capitalized ................ 3 3 7
Capital stock transactions ........... 3 — -
Sale of treasury stock .............. 2 1 4
Miscellaneous . .................... 2 5 18
Total .................... 170 202 150

Number of Companies

Referring to source of capital surplus . 170 202 150
Not referring to source of capital surplus 323 293 323
Not referring to capital or unclassified

107 105 127

surplus
600 600 600

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 1966 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 1966 annual reports of
the survey companies is set forth below.

Earnings—(464 Companies) :
Accumulated earnings (*50, 195, 222, 332, 444, 525)
Accumulated earnings employed in the business (*419)
Accumulated earnings in use in the business (*362)
Accumulated earnings, retained and used in the business

(*439)

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

Accumulated earnings retained in the business (*361,
473, 590)

Accumulated earnings used in the business (*129)

Accumulated retained earnings (*216, 447)

Balance of retained earnings used in the business (*207)

Earnings employed in the business (*28, 156, 228, 249,
437, 503)

Earnings invested in the business (*86, 292, 432, 457,
486, 544)

Earnings reinvested (*24, 189, 317, 513, 518)

Earnings reinvested in business (*131)

Earnings reinvested in the business (*13, 111, 266, 386,
462, 587)

Earnings retained (*17, 191, 257, 329, 418, 488)

Earnings retained and employed in the business (*466)

Earnings retained and invested in the business (*517)

Earnings retained and reinvested in the business (*276)

Earnings retained and used in the business (*54, 91,
592)

Earnings retained (deficit) (*459)
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TABLE 12: TERMS REPLACING ''EARNED SURPLUS"

Earned Surplus Replaced: 1966 1965 1964 1960 1955 1950 1948
With “source” words—
Earnings ..................ciiiiiiiii.. 1464 446 425 371 301 204 69
Income ............. i 47 46 49 51 43 35 21
Profit ... ... ... 1 1 2 3 6 8 8
Deficit ..........0o i 2 2 2 1 1 1 1
Total ............. ... .. ... ......... 514 495 478 426 351 248 99
Combined with “status” words—
Retained ................................. 426 404 381 327 250 154 60
Accumulated .............................. 23 24 26 30 37 37 5
Reinvested ............................... 37 37 36 35 26 24 14
Employed ................. . ... ... ....... 19 19 22 21 20 17 9
Invested ................ ... .. ... .. .. ..... 8 9 11 10 11 10 6
Other “status” words ....................... 1 2 2 3 7 6 5
514 495 478 426 351 248 99
Earned Surplus Retained As:
Earned surplus .................. ... .. ... .... 79 95 110 162 213
Earned Surplus combined with “status” words such 335 481
as ‘“earnings retained,” “income retained,” and
“deficit” .. .. ... .. 5 7 7 7 24
Surplus, operating or not classified ............. — — 1 3 11 17 20
Deficit .......... ... .. ... 2 3 4 2 1 — —
86 105 122 174 249 352 501
Total ............. ... ... ... ........ 60 600 60 600 600 600 600
Number of Companies
Replacing “earned surplus” .................... 514 495 478 426 351 248 99
Retaining “earned surplus” .................... _86 105 122 174 249 352 501
Total ... ... .. ... . ... ... ... .. ...... 600 600 600 600 600 600 600

FIncludes reports of 9 companies, the retained earnings of which appear in the Stockholders’ Equity Statement or in the notes support-

ing stockholders’ equity.

Earnings retained for growth (*367)

Earnings retained for requirements of (in) the business
(*5, 161)

Earnings retained for use in business, exclusive of
amounts capitalized as a result of stock dividends
(*508)

Earnings retained for use in the business (*36, 198,
270, 304, 422, 551)

Earnings retained for use in the business (after transfers
to capital) (*424, 443)

Earnings retained for use in the business, less amount
capitalized through stock dividends (*4)

Earnings retained in business (*21, 154, 255, 500)

Earnings retained in the business (*14, 184, 235, 330,
417, 536)

Earnings retained in the business (less transfers to
capital stock) (*597)

Earnings retained in the business exclusive of amounts
capitalized (*70)

Net earnings retained for use in the business (*138)

Reinvested earnings (*58, 193, 202, 391, 456, 484)

Retained earnings after transfers to capital (*475)

Retained earnings (deficit) (*212, 529)

Retained earnings employed in the business (*171, 338)

*Refer to Company Appendix Section.

Retained earnings, excluding amounts transferred to
other capital (*123)

Retained earnings, exclusive of amounts -capitalized
(*521)

Retained earnings (*15, 128, 238, 399, 425, 580)

Retained earnings, exclusive of amounts transferred to
capital (*550)

Retained earnings invested in the business (*468, 559)

Retained earnings unappropriated (*558, 569)

Retained earnings used in the business (*209, 290, 376,
538)

Retained earnings (without deduction for depletion of
metal mines) (*52)

Income—(47 Companies):

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

Income employed in the business (*279, 295, 595)

Income invested in the business (*89, 227)

Income reinvested (*506)

Income reinvested in business (*140, 570)

Income reinvested in the business (*122, 421, 599)

Income retained (*310)

Income retained and invested in the business (*465)

Income retained and used in the business (*141)
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Income retained for use in the business (*44, 112, 200,
331, 403, 574)

Income retained in the business (*118, 177, 229, 263,
319, 477)

Net income employed in the business (*51, 519)

Net income retained for use in the business (*69, 380)

Net income retained for use in the business (earned
surplus) (*250)

Retained income (*87, 142, 199, 369, 463, 591)

Profit—(1 Company):
Profit employed in the business (*126)

Earned Surplus—(82 Companies) :
Earned surplus (*88, 145, 256, 398, 440, 541)
Earned surplus (income retained in the business) (*589)
Earned surplus (retained earnings) (*81)

Deficit—(6 Companies) :
Accumulated deficit (*182)
Deficit (*396)

Deficit from operations (*561)
Earned surplus (deficit) (*217)

STOCKHOLDERS' EQUITY STATEMENTS

Information in Stockholders’ Equity Statements

Table 14 summarizes the types of data found in
stockholders’ equity statements for the years 1966,
1965, 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.

*Refer to Company Appendix Section.

TABLE 13: RETAINED EARNINGS TERMINOLOGY IN 1966

“Status” Words:

————

Retained ........ ... .. . . ittt iiiirrnenansoans
Retained in the business ...........................
Retained—Employed in the business .................
Retained—Reinvested
Retained—Invested in the business . ..................
Retained—For requirements of the business ...........
Retained—For use, or Used, in the business ...........
Retained—For use, or Used in the business (exclusive of

amounts capitalized)
Retained exclusive of amounts capitalized .............
Retained—deficit ................ ... ... ... .. ......
Accumulated
Accumulated—Employed 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—In use in the business, or Used in the busi-

DO . . ittt e
Reinvested
Reinvested in the business .........................
Employed in the business ...........................
Invested in the business ...........................
Operations

......................................

“Surplus” Words:

Earned Surplus .............. ... ... .. ... .. .....

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

Surplus:
Deficit ....... ... ..,

“Source” Words

Earnings Income Profit Deficit Total
292 13 — — 305
36 8 — — 44

3 — — — 3
2 — — — 2

3 1 — — 4
2 — — — 2
40 11 —_ — 51
4 — — — 4

7 — — — 7
4 — — — 4
9 — — 1 10
2 — — — 2
3 — — —— 3

1 - — — 1

1 1 — —_ 2

3 — — — 3
2 — — —_ 2
13 1 —_ — 14
18 5 — — 23
13 5 1 — 19

6 2 — — 8
— —= _ 1 1
464 a7 T 2 514
— — — — 79
1 2 —_ — 3
— — — 2
i _ - 2 —2
86

600
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TABLE 14: STOCKHOLDERS' EQUITY STATEMENTS

Including details of:*

Capital stock, capital surplus, and retained earnings

in total only
Capital stock and retained earnings
Capital stock, retained earnings, and income

Hoo w2

amounts shown in total only

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

Total

Capital stock with retained earnings and/or capital surplus

Capital stock and capital surplus, and retained earnings shown

1966 1965 1960 1955 1950 1946

........ 26 21 18 17 16 6
........ 1 1 1 — 1 1
........ 3 4 6 1 1 1
........ 1 1 1 1 1 1
........ 1 3 2 - = 2
32 30 28 19 19 11

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

|

*Refer to Company Appendix Section—A: 68, 149, 261, 378, 415, 505; B: 548; C: 32, 195, 373; D: 532; E: 299,

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 32 survey
companies presented stockholders’ equity statements in
1966, there had been a slowly increasing trend in the
number of companies presenting these statements.

Examples

The exact title of some of the 32 stockholders’ equity
statements presented in the 1966 annual reports is pro-
vided below.

Capital (*528)

Changes in Stockholders’ Equity (*69)

Consolidated Statement of Changes in Common Stock-
holders’ Equity (*266)

Consolidated Statement of Income and Stockholders’
Equity (*532)

Consolidated Statement of Ownership Interest (*273)

Consolidated Statement(s) of Shareholders’ Equity
(*261, 423, 458, 518, 573)

Consolidated Statement of Shareholders’ Ownership
(*s517)

Consolidated Statement of Stockholders’ Equity (*202,
222, 478)

Shareholders’ Equity and Changes Therein (*68)

Shareholders’ Investment and Changes Therein (*226)

Statement of Changes in Shareowners’ Equity (*373)

Statement of Consolidated Shareholders’ Investment
(*548)

Statement of Consolidated Shareholders’ Equity (*378)

Statement of Consolidated Stockholders’ Equity (*149,
301, 453)

Statement of Shareholders Equity (*141, 415, 463,
542)

*Refer to Company Appendix Section.

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.

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....

TABLE 15: STOCKHOLDERS' EQUITY STATEMENT TITLE
Terminology Used 1966 1965 1960 1950
Stockholders’ equity .......... 13 11 10 6
Stockholders’ investment ....... 2 3 2 —
Shareholders’ equity .......... 11 11 5 1
Shareholders’ investment . ...... 2 2 4 1
Shareholders’ ownership ....... 1 1 1 1
Shareowners’ equity ........... 1 1 3 —
Capital ........... .. ....... 1 — — 2
Ownership interest (net worth) . 1 1 1 —
Miscellaneous other terms . ... .. - — _2 8

32 30 28 19
Statement not presented ....... 568 570 572 581
Total ............... 600 600 600 600

|
|
|
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Comparative customary statements were provided by
594 of the 600 survey companies in their 1966 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
1966, 114 presented their customary statements with
figures stated to the nearest thousand dollars. Ninety
of these companies rounded off to the nearest thousand
dollars showing the three zeros; the remaining 24 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
1966 90 24 114
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:55, 116, 218, 345, 443,
567; B:61, 146, 259, 385, 418, 540.

CENTS OMITTED OR PRESENTED

Only three of the 600 survey companies included
cents in the statements presented in their 1966 annual
reports. This is seven less than reported as recently as
in 1964. A total of 480 companies, or 80 per cent of
the companies surveyed, presented their figures to the
nearest dollar. One company stated their reported
figures in millions of dollars, omitting the last six zeros.
Another company stated their figures in ten thousands
with four zeros shown.

TABLE 16: COMPARATIVE CUSTOMARY STATEMENTS COVERED BY AUDITORS' REPORTS

Combination of Comparative Statements

1966 1965 1960 1955 1950 1946

Balance Sheet and Combined Income & Retained Earnings Statement. 267 253 205 154 97 51

Balance Sheet, Income, and Retained Earnings Statement

144 137 115 114 96 53

Balance Sheet, Income, Retained Earnings, and Capital Surplus State-

MENES . ..o e
Balance Sheet and Income Statement ..................
Balance Sheet, Income, and Stockholders’ Equity Statements

. 98 89 82 70 53 43

........ 51 65 72 81 73 53
...... 8 4 9 10 8 1
........ 22 24 20 13 13 4

Balance Sheet, Combined Income & Retained Earnings, and Capital

Surplus Statements ...............................

Balance Sheet, Combined Income & Retained Earnings, and Stock-

holders’ Equity Statements .........................
Various other combinations ...........................

Income Statement ............... .. ... ... .. . . ... .. ...

Number of Companies Presenting:

All statements in comparative form
Some statements in comparative form

No statements in comparative form
Total

........ 1 2 - = = =
....... 1 6 13 21 30 27
....... 2 4 4 5 13 2
....... 594 584 520 468 383 256

543 516 437 379 290 164

....... 51 68 83 89 93 92

o
S
[=))

|
|

80 132 217 344
600 600 600 600

E
E
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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 1966 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’ reports
contained in the 1966 annual reports of the 600 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 1966 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, income statements, and
financial data of foreign subsidiaries. Table 17 sum-
marizes the various types of additional statements pre-
sented in the annual reports of the 600 survey compa-
nies for the years 1966, 1965, 1960, and 1955. There
were 407 companies that included at least 540 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 in
substance due to the sharp rise in the use of the “funds”
statement, from 31 such statements in 1960 to 65 in
1963 and to 356 in 1966. “Funds” statements are
covered extensively in Section 3.

Reporting Company Statements
Three hundred and ninety-four “additional state-

ments” applicable to the reporting company were pre-
sented by 365 of the 600 survey companies in their
1966 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, due
partly to requests or requirements of stock exchanges,
and is now to a greater extent taking its place among
the statements covered by the auditors’ reports.

Allied Stores Corporation presented separate State-
ments of Financial Position and of Earnings & Retained
Earnings for those subsidiaries having nonhomogeneous
operations, Allied Credit Corporation, and Allied Real-
ty Corporation and subsidiaries. The auditors included
these companies in their opinion on the financial state-
ments. The auditors also expressed their opinion on
the Statement of Source and Application of Funds of
Allied Stores Corporation.

Arden-Mayfair, Inc. supplemented their customary
financial statements with a Statement of Changes in
Consolidated Working Capital, and a Balance Sheet
and Combined Income and Retained Earnings State-
ment of an unconsolidated subsidiary. The auditors
used a separate paragraph to express their opinion on
the changes in consolidated working capital, and issued
a separate opinion on the subsidiary’s financial state-
ments.

Blaw-Knox Company included with its financial
statements a 10-year Financial Review. This statement
was referred to, and an opinion expressed, by the inde-

“pendent accountants in a separate paragraph of their

report. The independent accountants also reported on
the company’s Source and Application of Funds State-
ment. In identifying the company’s statements, the in-
dependent accountants noted the page numbers of the
company’s financial report where the statements ap-
peared.

R. H. Macy & Co., Inc. presented a Statement of
Net Assets and changes therein for the year, for the
employees retirement system which included pension
and profit sharing plans. The statement was subject to
a separate opinion by the company’s certified public
accountants.

Metro-Goldwyn-Mayer Inc. included in a note to its
financial statements, a geographical distribution of gross
income and net assets in countries other than the United
States and Canada. Gross income and net assets were
divided among the British Commonwealth, Europe,
Asia and Africa, and other Western Hemisphere coun-
tries.
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TABLE 17: ADDITIONAL STATEMENTS COVERED BY AUDITORS® REPORTS

Statements Applicable To: 1966 1965 1960 1955
A: Reporting Company
Statement of working capital, and/or source and application of funds (*6, 100, 208,

376, 452, 515) e 356 273 31 21
Balance sheet (*3, 16) .. ... ...ttt ittt 2 1 5 9
Income statement (*3, 408) ... ... . .. ... 2 2 5 9
Retained earnings statements (*2, 570) ......... ... ... it 2 1 —_ —
Stockholders’ equity statement (*8, 35, 321, 344, 540, 552) ......... .. ... .. .... 12 6 9 2
Financial operating data (*93, 126, 309, 375) .......... .. iiini .. 4 5 11 11
Employee bonus—retirement or welfare funds (*88, 89, 202, 352, 464, 570) ...... 6 6 5 4
Geographical statement (*454 S18) e 8 10 8 6
MiscCellaneous .. ....... . ... i e 2 3 27 6

B: Parent Company
MisCellaneous . .. ... ... .. it e e — — 3 7
C: Domestic Subsidiary
Balance sheet (*36, 125, 234, 316, 510, 526) .............c.uuieiunennn.. .. 45 45 28 12
Combined income and retained earnings (*17, 71, 234, 431, 510, 585) ............ 19 16 11 5
Income statement (*84, 121, 268, 316) ......... ..ttt 9 9 3 2
Financial data (*489, S88) .......... ... i 3 5 1 —
Miscellaneous .. ... ... i e e 2 5 2 1
D: Foreign Subsidiary
Balance sheet (*55, 156, 322, 480, 495, 514) ........ .. ... .. . .. . i 10 11 11 9
Assets and liabilities (*138, 199, 219, 347, 420, 583) ................ ... 19 14 6 1
Combined income and retained earnings (*514, 598) ........ ... ... ... ... ...... 2 3 2 4
Income statement (*55, 156, 471, 495) .. ... ... . i 10 8 7 4
Retained earnings statement (*55, 495) ... ...... ... ... 2 2 3 —
Financial data (*31, 91, 127, 341) .. ... . . .0ttt 18 13 4 1
Miscellaneous .. .......... .. it e 1 — 2 1
E: Domestic and Foreign Subsidiaries
Combined balance sheet (*138, 161, 310) . ...... ... ... ...t iniinennnn. .. 3 1 — —_
Combined income statement (*161) .......... ... ... . ...t 1 — 1 —
F: Affiliated Companies
Balance Sheet (*416, 428) ... ... ...ttt e 2 3 — —
Income Statement . . ... ...ttt i et at e e s — 2 — —
71 P 540 444 185 115
Number of Companies Presenting Additional Statements Number of Companies With:
T T . Additional No additional
TXF © épe ’I%pe EP ¢ T%pe Year statements statements Total
2 1966: 407 193 600
365 45 29 3 1965: 332 268 600
1960: 129 471 600
1955: 71 529 600
Comparative Presentation of Additional Statements
2 3 4 5 6-9 10+ Not Grand
Year Yrs. Yrs. Yrs. Yrs. Yis.  _Yrs. Total comparative Total
1966: 409 2 — 3 — 8 422 118 540
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
*Refer to Company Appendix Section.

Penn Fruit Co., Inc. elaborated on the shareholders’  Parent Company Statements

equity section of the balance sheet by including a sup- In none of the last five years have there been, in

porting statement in the notes to the financial state- any of the reports surveyed, separate financial state-
ments. The note gave details of preferred stocks, com~  ments of the parent company. Identification of the type
mon stock, capital in excess of par value, retained -of statement has therefore been eliminated from the

earnings, and treasury stock.

table, and all items have been classified as miscellaneous.
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Domestic Subsidiary Statements

The reports for 1966 covered by this survey con-
tained 78 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, and combined statements of income and retained
earnings. Such statements comprise, for the most part,
those of subsidiary finance or real estate companies,
etc., which, because their operations are not homogene-
ous with those of the parent company or any of the
other subsidiaries, are not included in the consolidation.

These figures do not include those companies furnish-
ing additional statements of both domestic and foreign
subsidiaries, which are shown separately in Table 17.

Allis-Chalmers Manufacturing Company included in
its annual financial report for 1966 a Combined State-
ment of Financial Position and a Combined Statement
of Earnings and Earnings Retained for its subsidiaries,
Allis-Chalmers Credit and Leasing Corporations. The
investment in these subsidiaries was carried on the
parent’s balance sheet at equity in the net assets. The
subsidiaries’ financial statements, as well as those of the
parent, were covered in the report of the independent
accountants.

Canteen Corporation furnished separate financial
statements for 1966 for Commercial Discount Corpora-
tion, its unconsolidated subsidiary. The statements com-
prised a Consolidated Balance Sheet, Statement of
Consolidated Earnings, and a Statement of Consolidated
Retained Earnings. The accountants’ report embraced
these statements as well as those of Canteen Corpora-
tion.

Jim Walter Corporation supplemented its 1966 cus-
tomary financial statements of the corporation and its
consolidated subsidiaries, with the following:

The First National Bank in St. Petersburg: State-
ment of Condition, Statement of Income and Stock-
holders’ Equity

First Brentwood Corporation and Subsidiaries: Bal-
ance Sheet, Statement of Operations

Celotex Limited and Subsidiary: Balance Sheet, State-
ment of Income and Retained Earnings

The investments in these three companies are shown
on the balance sheet of Jim Walter Corporation.

West Virginia Pulp and Paper Company included in
its 1966 financial report, financial data pertaining to
its unconsolidated subsidiary, United States Envelope
Company. The financial data, for which comparative
figures were provided, embraced current assets, prop-
erty and plant less depreciation, current liabilities,
long-term debt, deferred Federal income taxes, stock-
holders’ equity, sales, net income, net income per share

of common stock, and West Virginia’s share in the
stockholders’ equity, net income, and dividends. The
independent accountants’ report covered the above
financial data by reference to the page of the annual
report on which the above information appeared.

Foreign Subsidiary Statements

Sixty-two additional statements applicable to foreign
subsidiaries (not including 4 statements shown under
“E” in Table 17) were presented by 29 survey com-
panies in their 1966 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.

Consolidated Cigar Corporation presented, in the
notes to the financial statements, a Summary Compara-
tive Consolidated Balance Sheet and Summary Consoli-
dated Earnings for 1966 for its Netherlands subsidiary,
N. V. William II Sigarenfabrieken. The investment in
the Netherlands company as shown in the Consolidated
Balance Sheet of Consolidated Cigar Corporation, in-
cludes the Corporation’s share of the underlying net
equity and the unamortized excess of cost over the net
equity acquired.

Interchemical Corporation, in notes to the financial
statements, disclosed financial data for 1966 in com-
parative form for consolidated subsidiaries operating
outside the United States. Included in the presentation
are net current assets, fixed assets less depreciation,
intercompany long-term advances, other assets and lia-
bilities net, minority interest, net assets, net sales, and
net income.

Johnson & Johnson submitted financial statements
for 1966 consolidating the Company’s figures with those
of the domestic subsidiaries. Investments in and ad-
vances to foreign subsidiaries were shown on the Bal-
ance Sheet of the Company, supported by a Consoli-
dated Balance Sheet and a Consolidated Statement of
Earnings. Cash dividends received during the year from
foreign subsidiaries were recognized in domestic in-
come. The equity of Johnson & Johnson in foreign sub-
sidiaries exceeded the carrying values of the Company’s
investments in such subsidiaries.

The Sherwin-Williams Company does not present
statements consolidating the statements of its Canadian
subsidiary. The Company’s investment in the Canadian
subsidiary is carried at cost. For 1966, separate finan-
cial statements were incorporated in the Company’s an-
nual report for the Canadian subsidiary (and its sub-
sidiaries), including a Balance Sheet, an Income State-
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ment, and an Earned Surplus Statement. The statements
were comparative and expressed in Canadian dollars.
A separate report was issued by the Company’s ac-
countants on the Canadian accounts.

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 420 survey
companies that presented at least 850t supplementary
financial schedules in their 1966 annual reports. These
figures show a considerable increase since they were
first introduced as a result of the analysis of the cor-
porate reports for the year 1950. The schedules most
frequently given were concerned with long-term indebt-
edness, the classification and depreciation of fixed as-
sets, the composition of inventories, stock options, etc.,
and for the most part are taken from the notes to finan-
cial statements. Examples are given below.

Allen Industries, Inc., in a note to the financial state-
ments, furnished an analysis of the changes in capital
accounts. The schedule revealed changes in common
stock, treasury stock, and other paid-in capital.

American Machine & Foundry Company presented,
in notes to the financial statements, schedules of re-
ceivables and long-term debt. Comparative figures were
given for receivables but not for long-term debt.

The American Tobacco Company provided supple-
mentary financial information for inventories, land—
buildings—machinery, etc., and long-term debt. Long-
term debt was included in a note to the financial state-
ments and was divided for each item of debt, between
amounts due within one year, and amounts due after
one year. Separate schedules, under the heading of
“Supplementary Financial Information” were provided,
in comparative form for inventories, and for the current
year for land—buildings—machinery, etc.

Z-No more than five supplementary financial schedules were taken
OI'IT‘I ts)my one report in the compilation of information contained
in Table 18.

TABLE 18; SUPPLEMENTARY SCHEDULES COVERED BY AUDITORS' REPORTS}

Nature of Schedule*

Long-term indebtedness

Fixed assets, depreciation
Inventory composition
Capital stock
Various balance sheet items
Various income and operating items
Accounts, notes receivable
Investments—securities, subsidiaries, affiliates
Investments—subsidiaries

Foreign investments
Taxes
Investments—securities

Miscellaneous other schedules

YO ZELRNFEQEWUOE>

Comparative Presentation of Schedules

10 and Not
2 3-9  Over compara- Grand
Year Yrs. Yrs. Yrs. Total tive Total
1966: 429 2 1 432 418 850
1965: 386 — 1 387 402 789
1960: 275 11 11 297 163 460
1955: 204 8 7 219 122 341

Special funds, reserves, approprlatlons
Capital ..............io
Capital surplus
Stock options . .......... ... . i

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

1966 1965 1960 1955
............... 256 218 120 66
............... 106 106 74 72
............... 120 109 84 62
............... 44 48 34 28
............... 18 17 28 12
............... 15 18 22 10
............... 21 23 16 15
............... 30 24 17 9
............... 3 6 7 14
............... 9 7 10 10
............... 9 11 9 22
............... 21 19 24 5
............... 3 5 3 4
............... 8 5 1 5
............... 2 2 11 7
............... 35 34 N/C N/C
............... 150 137 N/C N/C

850 789 460 341

Number of Companies Presenting: 1966 1965 1960 1955

Supplementary schedules . ... ... 125 157 187 148
Supplementary schedules and ad-

ditional statements .......... 295 226 61 31

Additional statements ......... 112 106 _68 40

532 489 316 219

No additional presentations .... 68 111 284 381

Total ........... L... 600 600 600 600

INo more than five supplementary financial schedules taken from any one report in the compilation of information contained in this table.

Refer to Company Appendix Section—A: 16, 116, 122, 353, 482, 597;
139, 278, 322, 474 533; E: 73, 167, 202, 369, ‘429, ’553; F: 55 178 247 326 473, °595; G: 33, 110, 223, 352 467, 572

3()5 412 538 : 36,

. 8, 123, 267, 371, 465, 583; C: 5, 125, 238, 312, 441 536, D: 97,
H: 52, 134, 219

55, 88; J: 35, 140, 349, 366, 518, 570; K: 37, 105, 209, 375, '420, 552; L: 46 165, 273, 355, 444 501 M: 13 142 420

N: 12, 115, 224 492, 529 590 O: 4, 144 252 388 462 558; P: 54 127, 259 363 448 931,

N/C—Not Compﬂed
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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

1966 1965 1960 1955
....................... 451 421 365 243
....................... 26 28 7 63
....................... 44 49 40 102
....................... 429 397 331 320

83 96 91 35
21 22 24 14

C: Statement of working capital, changes in working capital, and/or source and ap-
plication of funds ........ ... ... . . ... . . . . ... . ... 162 194 177 103
D: Condensed balance sheet ................. ... .. ... ... ... ... ....... 22 24 42 71
Condensed income statement ............................ ... ... 19 24 50 69
Various other condensed statements .................................... . 7 6 8 16
E: Simplified balance sheet ........... ... ... ... ... . ... ... .. ... . ....... ... 4 3 8 14
Simplified income statement ............ ... .. .. ... ... .. ... ... ... .. ..... 10 10 18 21
F: Employee bonus, welfare or retirement funds ............................. 11 9 7 5
G: Subsidiary balance sheet .............. ... .. ... ... .. ... 3 2 11 11
H: Various other statements ........................c.uiuinarnnaiiio.. 4 7 15 13
Total ... .. 1296 1292 1194 1100
Number of Companies With:
Total Companies Represented in Statement Statements, No statements,
Type Type Type Type Type Type Type Type summaries, summaries, Total
Year A B C D E F G H highlights highlights companies
1966: 489 525 159 29 10 11 3 3 577 23 600
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
Comparative Presentation of Statements, Summaries, Highlights
2 3-4 5 6-9 10 11-15 16-20 21-30 30 Not Grand
Year Yrs. Yrs. Yrs. Yrs. Yrs. Yrs. Yrs. Yrs. Yrs. Total comparative Total
1966: 557 54 111 38 399 26 9 3 7 1204 92 1296
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

*Refer to Company Appendix Section-—A: 24, 113, 261, 336, 411, 545; B: 53, 116, 223, 340, 429, 570; C: 46, 118, 210, 377, 465, 586;

D: 73, 164, 286, 371, 455, 564; E: 88, 96, 202, 394, 415, 524; F: 73, 138, 233, 305, 416, 420; G: 188, 250; H:

121, 259, 579.

Campbell Soup Company supported its condensed
balance sheet with schedules in notes to the financial
statements. In the notes were schedules for inventories,
other assets, plant assets, deferred liabilities, capital,
and stock options. Except for capital and stock options,
the schedules were comparative. Other assets consisted
of “Unamortized excess of investment over book amount
of net assets of acquired companies, other intangibles,
etc.,” and “Capital stock in treasury—.” Deferred
income taxes and deferred incentive compensation made
up the schedule of deferred liabilities.

City Stores Company furnished in notes to the finan-
cial statements, details of accounts receivable, mer-
chandise inventories, long-term debt, and reserves. All
schedules were comparative with the previous year. The
reserves were for restoration of leased properties, ter-
mination of store operations, excess rentals, deferred
compensation, and real estate dispositions.

General Aniline & Film Corporation, in notes to the

financial statements, provided support for the balance
sheet items, inventories, long-term debt, and paid-in
surplus.

Gruen Industries, Inc. included, in a note to the
financial statements, details of assets pledged to secure
notes payable.

Hupp Corporation referred to the notes to the finan-
cial statements for details on common and preferred
stocks.

International Minerals & Chemical Corporation, in
notes to the financial statements, provided schedules of
property, plant and equipment, long-term debt, and
shareholders’ equity. All schedules were comparative.

Pittsburgh Steel Company supplemented its balance
sheet with details, in notes to the financial statements,
of inventories, property, plant and equipment, long-
term debt, and capital stock and other capital. The
Company also furnished details on stock options and
estimated Federal and State income tax expense.
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FINANCIAL PRESENTATIONS NOT COVERED
BY AUDITORS' REPORTS

In the annual reports for 1966, there were 1,296
statements, summaries, and highlights, not covered by
auditors’ reports, presented by 577 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.

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 1966, 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
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

TABLE 20: SUPPLEMENTARY CHARTS, SCHEDULES, ETC., NOT COVERED BY AUDITORS' REPORTS—19661

Type of Chart, Schedule, etc.*

Sales

Net worth
Common shareowners’ (or stockholders’) equity

Source and disposition of funds
Cash flow
Working capital
Research and development
Sales and earnings
Sales by product, division, or department

NKMZLCHPRL WOZENANFEOINDORR

sion, or department
Miscellaneous other presentations

Distribution of sales and/or income dollar ........ ...
Earnings (or netincome) .........................
Earnings and dividends .........................
Earnings before taxes and net earnings (earnings and taxes) .. 25
Earnings, dividends, and taxes ...................
Net earnings and earnings as a per cent of sales .. ..
Employment costs (wages, salaries, fringe benefits, etc.)
Fixed assets and/or depreciation and/or working capital
Depreciation and capital expenditures .............
Expenditures for plant and equipment ............
Property, plant and equipment ...................
ASSEtS ... ...

Stock ownership ............ ... ... ... .. .. ...,
Capital structure (long-term debt, preferred stockholders’ equity,

common stockholders’ equity) ..................
TAXES . ..o vvee e
Dividends ............. .. ... .. ... ...........

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

Sales and earnings, or earnings (net income), by product, divi-

1966
Schedules, Per
Summaries, Share 1964
Charts* etc.* Data* Total Total
....... 84 23 — 107 108
....... 139 7 99 245 168
........ 34 —_ 64 98 82
1 2 28 25
........ 14 —_ 1 15 10
........ 5 — 1 6 9
...... 15 11 — 26 24
...... 12 —_— —_ 12 66
........ 65 3 — 68 56
........ 46 6 1 53 45
........ 26 3 —_ 29 N/C
........ 31 — — 31 27
........ 269 10 5 284 256
........ 7 17 — 24 24
........ 9 1 11 21 12
........ 34 2 —_ 36 31
....... 70 —_ 33 103 91
....... 4 7 1 12 12
....... 20 3 44 67 59
........ 6 — — 6 9
........ 37 2 11 50 39
........ 45 — — 45 N/C
....... 16 — — 16 N/C
....... 10 11 2 23 N/C
....... 47 46 — 93 N/C
....... 3 5 —_ 8 N/C
........ 65 6 4 75 113
........ 1138 164 279 1581 1266

§No more than five supplementary charts, schedules, etc., taken from any one report in the compilation of the information contained

in this table.

*Refer to Company Appendlx Section—A: 2, 178, 200, 329, 421, 511

147, 214, 371, 489, 510 : 22, 184, 191, 372, 413 589; F: 479 513
385, 447 503; J: 114, 268, 355, 454, 556:
N: 45, 138, 215 385 468, 567 0: 65, 142, 204 301 460, 503;

P: 19, 117 206 308 479 548 Q 3, 113, 257 325 440 587;

B: 57, 66, 277, 352, 472, 588; C: 95, 189, 250, 397, 442, 522; D: 81,
10, 110, 420, 469, 570; H: 128, 277, 338 409, 551; I: 4, 108 206,
: 97, 138 320, 365 419 539; L 69, 144, 220, 300 412, 542; M

: 28, 174 229, 393 461 595}
: 56, 233,

326, 355 535 S: 31, 169 257 382, 409 559; T: 91 256, 376; U: 8‘7 185 297 303 406 587 V: 12, 121 222 399 461 575 W 86, 180

208, 395 441, 598; X: 32 170 215, 320, 472, 589;
N/C—Not Compxled

9, 101, 208, 330, 454, 520’

358 377, 398 445, 561 592.
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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-
panies, 425 presented 1,138 charts, 164 schedules and
summaries, and 279 presentations showing per share
data in their 1966 reports.

The types of supplementary schedules most frequent-
ly used in the 1966 reports were those relating to sales,
earnings (or net income), distribution of sales or in-
come dollar or both, common shareowners’ or stock-
holders’ equity, earnings and dividends, sales by prod-
uct, division or department, depreciation and capital
expenditures, dividends, expenditures for plant and
equipment, cash flow, and working capital.

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 170
2 year range 110
3-4 year range 37
5 year range 445
6-9 year range 108
10 year range 630
11-15 year range 38
16-25 year range 22
25 years or more 21
Total 1581
Number of Companies:
Presenting charts, schedules, etc. 425
Not presenting charts, schedules, etc. 175
Total 600

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 six of the 1966 survey companies
restated or reclassified some of the prior year’s figures
in one or more of their customary financial statements.
This practice has been a growing one and is used chiefly
when an adjustment is believed to be significant, or
necessary for a fair comparison of the current 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 Table 21 is concerned with state-
ments which are restated or reclassified; the second half
with the reasons therefor. Seventy-seven companies re-
classified their accounts. As may be noted from the
tabulation, the chief reasons for restatements were (1)
poolings of interests (63 companies), (2) the inclusion
or consolidation of companies not previously consoli-
dated (16 companies), (3) to reflect change in presen~
tation of treasury stock (five companies) and, (4) in-
clusion in current liabilities of the Federal income taxes
arising from the installment method of accounting for
deferred payment sales (12 companies), and (5)
change from the cost method to equity or cost-plus-
equity-in-net-earnings method of accounting for invest-
ments in nonconsolidated subsidiaries or affiliated com-
panies (7 companies). Since the reasons for restate-
ments do not easily lend themselves to a few natural
groupings, many are set forth separately in the tabula-
tion 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 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"

GENERAL ANILINE & FILM CORPORATION

Notes to Financial Statements

Note 1 (in part): Principles of Consolidation—In the accompany-
ing financial statements the accounts of all significant subsidiaries
have been consolidated. The accounts of consolidated foreign sub-
sidiaries, which are not material in relation to the consolidated ac-
counts, have been translated into U.S. dollars at appropriate rates
of exchange.

The statement of consolidated income and retained earnings for
both years includes amounts applicable to Sawyer’s Inc. (combined
with General Aniline & Film Corporation in a pooling of interests
on October 31, 1966). The results of operations of Burkhart-Schier
Chemical Company and Southeast Polymers, Inc., purchased in
April 1966, and Hall Harding Limited, purchased in August 1966,
have been included in the statement of consolidated income and re-
tained earnings from the dates of acquisition.

The General Aniline-Sawyer’s combination was effected by the
issuance of 1,325,483 shares of the Company’s common stock in
exchange for the assets of Sawyer’s,
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TABLE 21: RESTATEMENT OF PRIOR YEAR'S FINANCIAL STATEMENTS—1966

Combination of Restated Statements Number of Presentations
Income statement ................ ... ... ... ... 26
Balance sheet .. ... ... ... ... e 57
Balance sheet and income statement . ... ......... ... ... .. .. ..., 24
Balance sheet, income statement, and retained earnings ........................ 18
Balance sheet, combined income statement and retained earnings ................ 49
Balance sheet, income statement, retained earnings, and capital surplus ........... 18
Other combinations . ............. .. ... ittt 14

Total number of presentations ....................coouiiniinnannn. 206

Reason for Restatement*

Reclassifications (*91, 133, 231, 300, 393, 455) .. ... ... .. it 77
Poolings of interests (*68, 147, 258, 328, 477, 592) . ... .. ... i 63
To include subsidiaries not previously consolidated (*32, 123, 182, 315, 375, 548) 16
To exclude subsidiaries previously consolidated (*236, 493) .................. 2
To include in current liabilities the Federal income taxes arising from the installment

method of accounting for deferred payment sales (*68, 140, 262, 352, 427, 489) 12

To reflect change from the cost method to equity or cost-plus-equity-in-net-earnings
method of accounting for investments in nonconsolidated subsidiaries (foreign
or domestic or both), including or not, as the case may be, 50% or less owned
affiliated companies (*37, 274, 322) ... ... ..

To reflect change in presentation of treasury stock (*27, 323) .................

To reflect appropriate U.S. dollar equivalents for all Canadian dollar accounts (*177)

To include in curent assets U.S. Government securities previously offset against
Federal income tax liability (*318, 551) ........ .. .. ... .. ... ... ........ .. 2

To reflect certain reclassifications, principally inclusion in current assets of U.S.

Government securities and funds segregated for capital expenditures (*312) .. 1

To reflect change in method of stating allowance for doubtful receivables and cer-
tain other items from “net of future tax benefits” to a ‘“gross” basis; and to re-
classify prepaid subscriptions and rentals to current liabilities (*598) ....... . 1

To reflect retroactively (a) expected reimbursement for transport design expendi-
tures, and (b) adjustment for overprovision for renegotiation (*345) ..... ... .. 1

To make adjustments retroactively for loss on government contracts (less Federal
income tax), and for Federal income tax deficiencies (*515) ............... 1

To include in inventories an allocation of certain manufacturing overhead expense;
and to extend the use of “guidelines,” adopted in 1964, to the years 1962 and
1963 (S )

To reflect property and equipment adjustments retroactively (*179) ......... ...

To reflect deferred taxes for the investment credit and guidelines depreciation as a
deferred liability rather than as a part of the accumulated depreciation allow-
ance (F399) ..

To state minority interest separately (*257) ........ ... .. ...... ... .........

To give effect to the increase in authorized shares and the distribution (*376) . ...

To reflect change in policy, by deducting cash discounts from sales (*527, 530) ..

To exclude Federal excise taxes from sales (*7) .............. ... ..........

To conform leased department sales and related costs to trade practice by inclusion
in net sales and cost of merchandise sold, respectively (*408) ..............

To reflect retroactively change in method of accounting for installment sales whereby
the entire gain (net of tax) has been recorded as extraordinary income in the
year of sale (which is in accord with APB No. 10) (*139)

To reflect change in depreciation policy (*310) .................. .. .........

To give effect to retroactive increase in tax rate as established by the British govern-
ment (*S94) . 1

To reflect a compromise settlement of all income tax claims for years prior to 1966
(*518)

-
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1
To reflect extraordinary items as charges and/or credits against net earnings rather
than retained earnings (*558, 579) ... ... . .. ... .. 2
To deduct extraordinary items at the bottom of the Income Statement instead of
including them among the income items (*368) 1
To reflect retroactive prior year adjustments in the surplus account rather than as
special items in the income statement, and to include for 1965 certain extraordi-
nary items in the determination of net income which were previously reported
as special items (*529) . ... ... .. 1
To treat leases retroactively as purchased equipment (*100) ....... .. ... ....... 1
Reason not disclosed ........ ... ... . .. ... ... 9

Total number of presentations .................................. 216
*Refer to Company Appendix Section.
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BEECH-NUT LIFE SAVERS, INC.
Notes to Financial Statements

Note 1 (in part): The accompanying statements include the ac-
counts of Beech-Nut Life Savers, Inc. and its domestic and Cana-
dian subsidiaries with the exception of those engaged in automotive
and related operations, The net assets of the Canadian subsidiaries
and of the Mexican and Venezuelan agencies have been translated
at appropriate rates of exchange,

On June 30, 1966, Beech-Nut Life Savers, Inc. merged with
Dobbs Houses, Inc., and issued in connection therewith 1,538,775
shares of its newly authonzed convertible preferred stock. The trans-
action was a pooling of interests; the 1966 financial statements in-
clude the accounts of the merged companies for the calendar year;
the 1965 financial statements include the accounts of Beech-Nut
Life Savers, Inc. for the calendar year 1965 and of Dobbs Houses,
Inc. for the fiscal year ended August 31, 1965.

Earnings retained in the business at the beginning of 1966 was
adjusted for the following in connection with the pooling of
interests:

Earnings of Dobbs Houses, Inc. for the period from

September 1, 1965 to January 1, 1966 ........... $ 1,474,417
Dividends paJd on common stock of Dobbs Houses,

Inc, in December, 1965 ....................... (538,280)
Net adjustment ..............c..ceveiennnnnenn.. 936,137
Earnings retained in the business at the end of 1965 81,685,965
Earmngs retained in the business at the beginning of

1966 . ..oviiiiii it e $82,622,102

As of January 1, 1966, the company purchased for cash substan-
tially all of the assets of Wilbur Chocolate Co. The December 31,
1966 financial statements reflect the assets and liabilities of the ac-
quired business and the results of its operations from the date of
acquisition.

DICTAPHONE CORPORATION
Notes to Financial Statements

Note I: The consolidated financial statements include the ac-
counts of all subsidiaries, located in Great Britain, Canada and Ger-
many, which accounted for approximately 13% of consolidated net
assets at December 31, 1966 and 6% of consolidated net income
for the year 1966.

On October 19, 1966, Dictaphone Corporation acquired all of
the outstanding capltal stock of Imperial Desk Company, Inc., in
exchange for 65,517 Dictaphone Corporation common shares. For
accounting purposes this transaction has been treated as a pooling
of interests and the financial statements for 1965 have been re-
stated on a comparative basis to include the accounts_of Imperial,
This restatement increased previously reported net earnings for 1965
by $125,874, capital surplus by $217,057 and reinvested earnings by
$820,985. Impenal Desk Company, Inc. was liquidated on No-
vember 31, 1966, and its assets transferred to Dictaphone Cor-
poration,

Under the terms of the agreement to acquire B. L. Marble
Furniture, Inc., $1,560,000 was paid in cash and 10,000 com-
mon shares were 1ssued to its shareholders in 1966. The balance
of the purchase price, $250,000, is payable in 1967, subject to re-
?uctl%rb dfgg};dent upon earnings of the acquired business through

une

THE UNITED STATES SHOE CORPORATION
Notes to Financial Statements

Note 1 (in part): Principles of Consolidation—The consoli-
dated financial statements include the accounts of all sub-
sidiaries; all significant intercompany transactions have been elimi-
nated. The Company’s retail subsidiaries operate on fiscal years
ended July 31, and the Company has consistently followed the
practice of using the financial statements of such subsidiaries as
of the preceding July 31, in the preparation of the consolidated
gnanglal 3sltatexnents of the Company and all subsidiaries as of

ctober .

During 1966, the Company issued a total of 637,000 shares of
common stock for all of the outstanding capital stock of Freeman-
Toor Corporation and Charles Kushins Co.—Qakland. These ac-
quisitions have been treated as poolings of interests; accordingly,
the consolidated statement of earnings for the year ended October
31, 1966, includes the operations of such companies for the entire
year and the comparative statement for the preceding year has
been restated on a comparable basis.

On_January 31, 1966, the Company acquired all of the out-
standing capital stock of Texas Boot Manufacturing Company,
Inc. for cash and 105,000 shares of common stock. This ac-
quisition has been accounted for as a purchase; accordingly, only
its operations since date of acquisition are included in the con-
solidated statement of earnings for the year ended October 31, 1966.

McGRAW-HILL, INC.
Notes to Financial Statements

Note 1 (in part): Principles of Consolidation—The consolidated
financial statements include the accounts of all subsidiaries,
intercompany accounts have been eliminated in consolidation.

As of April 1, 1966, the Company purchased all the capital stock
of Shepard’s Cltatlons Inc., for cash. The results of the operation
of this property since Apnl 1, 1966, and its financial position at
December 31, 1966, have been included in the consolidated finan-
cial statements.

During the year McGraw-Hill, Inc., acquired the following:

1. All of the capital stock of Standard & Poor’s Corporation_in
exchange for 1,532,823 shares of a new $1.20 convertible
preference stock.

2. All of the common stock of Educational Developmental Labo-
ratories, Inc., in exchange for 211,357 shares of common stock
plus additional shares to be issued in 1967 through 1971 based
on the earnings of Educational Developmental Laboratories,
Inc., and the market value of the stock of McGraw-Hill, Inc.

On January 3, 1967, all of the capital stock of Medical World
Publishing Co., inc., was acquired in exchange for 243,112 shares
of common stock. In addition, 31,890 shares of common stock were
reserved for issuance upon exercise of substitute stock options to
certain _stockholders of Medical World Publishing Co., Inc. Mc-
Graw-Hill, Inc., has also agreed to issue additional shares in the
event 1967 earnmgs of Medical World Publishing Co., Inc., increase
over a stated level of earnings which is in excess of "1966 earnings.

These three acquisitions were deemed to be poolings of interests
and all appropriate adjustments of both 1966 and 1965 statements
have been made.

Note 2: Accounting Adjustments—The Company made the fol-
lowing accounting adjustments in its financial statements:

(a) The deferred Federal income taxes attributable to unexpired
subscriptions (Note 5) and certain other deferred liabilities have
been reclassified as current liabilities.

(b) Amounts previously appropriated for pensions and for unex-
pired subscriptions—net of the related Federal income taxes—
have been returned to retained income.

A reconciliation of retained income at January 1, 1965, as
originally reported and as shown in the accompanying ﬁnancml
statements, is as follows:

Balance as previously reported .................... $67,365,454
Return of amounts previously appropriated for—
Unexpired subscriptions—net of related Federal
INCOME taXES . .....vvvirrnnrnnnnenenennenns 5,394,509
Pensions .. ........iiiii i i 2,000,000
Retained income acquired in poolings of interests
(Note 1) ...iiieiiiiiiiii e ienaeiaanenanns 6,870,156
Balance as adjusted ................. oo, $81,630,119

RADIO CORPORATION OF AMERICA
Notes to Financial Statements

Note 1: Principles of Consolidation—The accompanying finan-
cial statements include the accounts of RCA and its active domes-
tic subsidiaries.

On May 19, 1966, Random House, Inc., became a wholly-owned
subsidiary of RCA in a transaction accounted for as a pooling of
interests. Therefore, financial statements for 1966 include the ac-
counts of Random House for the full year, and comparative finan-
cial data for 1965 have been accordingly restated.

Restated to Include Subsidiaries
Not Previously Consolidated

OSCAR MAYER & CO. INC.
Notes to Financial Statements

Note A: Principles of Consolidation—Consolidated financial
statements include the accounts of Oscar Mayer & Co. Inc. and
all of its subsidiaries, whereas prior to 1966 only wholly owned
subsidiaries were included. The comparative financial statements for
1965 have been restated to include the accounts of a foreign sub-
sidiary which was consolidated for the first time in 1966. All signi-
ficant intercompany items and transactions have been eliminated
from the consolidated financial statements.

As of February 1, 1966, The Kartridg Pak Co, sold additional
stock resulting in reduction of Oscar Mayer & Co. equity from
one hundred percent to fifty percent. The Kartridg Pak Co. ac-
counts accordingly were excluded from the consolidated financial
statements for 1966. However, the Oscar Mayer & Co. equity in the
earnings of this company are included in the 1966 consolidated net
income. The investment in The Kartridg Pak Co. at October 29,
1966 is carried at cost plus the Oscar Mayer & Co. equity in earn-
ings recognized in consolidated net income since acquisition.
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THE BENDIX CORPORATION
Notes to Financial Statements

Note 1: Principles of Consolidation—The consolidated financial
statements include all significant domestic and Canadian subsidiaries.
In prior years, the Corporation consolidated only wholly-owned
domestic subsidiaries and, accordingly, for comparative purposes
the amounts in the accompanying financial statements for the year
ended September 30, 1965 have been restated to include the ac-
counts of the previously unconsolidated subsidiaries.

This change in consolidation policy had the effect of increasing
net income and total assets previousiy reported for the year ended
September 30, 1965 in the amounts of $1,428, 402 and $56,480,965,
respectively,

During the year, the Corporation acquired the net assets and
businesses of Besly-Welles Corporation and P & D Manufacturing
Company, Inc., in exchange for 99,000 and 117,000 shares, respec-
tively, of the Corporation’s common stock (before the 2 for 1
stock split). The acquisitions were accounted for as “poolings of
interests” and, accordingly, the accompanying summaries of in-
come and surplus for the year ended September 30, 1966 include
the results of operations of the merged companies for the entire
year then ended. For comparative purposes, the amounts as re-
ported in the accompanying financial statements for the year ended
September 30, 1965 have been restated to include the accounts of
the acquired companies.

Also during the year ended September 30, 1966, the Corporation
purchased the businesses and substantially all of the assets of
Beck-Lee Corporation, Scully-Jones and Company, Fonda Gage
Company, and Marine Advisers, Inc. The accompanying finan-
cial statements include the operations of these companies from the
dates of acquisition to September 30, 1966.

Earned Surplus:
Balance, October 1, 1965:
The Bendix Corporation and wholly-owned domes-

tic_subsidiaries, as reported .................. $218,997,118

Previously unconsolidated domestic and Canadian
subsidiaries (Note 1) .............covuenne... 21,470,733
Pooled companies (Note 1) ........ Ceeeeens 5,237,788
$245,705,639

Capital Surplus:
Balance, October 1, 1965:
The Bendix Corporation and wholly-owned domes-
tic subsidiaries, as reported ..................
Excess of par value of capital stock and capital
surplus of pooled companies over par value of
The Bendix Corporation common stock issued
for the net assets thereof (Note 1) ..........

$ 62,614,434

829,416
$ 63,443,850

CITIES SERVICE COMPANY
Notes to Financial Statements

Note 1 (in part): A wholly-owned tanker subsidiary has been
included in the consolidated financial statements for the first
time in 1966. To facilitate comparison, the 1965 financial statements
have been revised to reflect the accounts of this subsidiary which
operated substantially on a break-even basis. Additionally, prior
years’ taxes, and maintenance and operating reserves have been
reclassified as current liabilities on the 1965 balance sheet to con-
form to classifications adopted in 1966,

DIANA STORES CORPORATION
Notes to Financial Statements

. Note 1 (in part): Principles of Consolidation—The accompany-
ing consolidated financial statements include the accounts of Diana
Stores Corporation and its subsidiaries; the 1965 accounts have
been restated to include the real estate subsidiaries which hereto-
fore had been presented in separate combined statements.

NATIONAL BISCUIT COMPANY
Notes to Financial Statements

Consolidation: Effective January 1, 1966, the Company con-
solidated the balance of its foreign subsidiaries, except for its
interest in Galletas Artiach, S.A., Spain, acquired in 1966. The
1965 financial statements are restated for comparability. Previously
reported 1965 net income and retained earnings at January I,
1965 are not affected by the restatement since provisions for such
results, which were not material in amount, had been made.

OLIN MATHIESON CHEMICAL CORPORATION
Notes to Financial Statements

Note 1 (in part): Principles of Consolidation—in 1966, the com-
pany adopted the policy of including in the consolidated financial
statements the accounts of all significant domestic and foreign
subsidiaries. Although such change had no material effect on net
income, the 1965 figures included for comparative purposes have
been revised to the present basis.

Restated to Exclude Subsidiaries Previously Consolidated

FRANK G. SHATTUCK COMPANY
Notes to Financial Statements

Note 1: Sale of Investment in Subsidiary—Effective January 1,
1967, the Company sold its interest in its wholly-owned subsidiary,
W. F. Schrafft & Sons Corporation. The consolidated balance sheet
as of December 31, 1966 reflects retroactively the proceeds of this
transaction which amounts to $13,290,817; received in cash and
notes of the purchaser, less an amount of $5,000,000 representing
related required payments on certain of the Company’s notes pay-
able, as explained in note 2. The proceeds were $362,614 less
than the Company’s investment in and advances to the former sub-
sidiary; and the net losses of the former subsidiary for the years
ended December 31, 1966 and December 31, 1965 have been classi-
fied separately in the consolidated statements of income (loss). Cer-
tain of the more significant items comprising the results of oper-
ations of the former subsidiary, which (except for its net losses)
are not shown in the accompanying consolidated statements of
income (loss), are as follows:

Year ended
December 31
1966 1965
Net sales ........coovviiiinenninnnnn. $18,380,396 $24,824,260
Cost ofsales ........................ 18,263,444 21,181,024
Selling, administrative and general
EXPENSES ... ovvvnerenronenanannanns 3,387,915 3,471,707
Net 10SS ....ovviriinnennennnnnnnnnn 3,112,787 478,111

The following footnotes, except where otherwise indicated, re-
late only to the financial statements of Frank G. Shattuck Com-
pany and its continuing subsidiaries,

The accompanying consolidated balance sheet as of December 31,
1965 and the results of operations summarized in the above table
for the year then ended are in agreement with those that were
included in the “Special Report to Stockholders” distributed uader
date of July 8, 1966.

Restated to Include in Current Liabilities the Federal
Income Taxes Arising from the Installment Method of
Accounting for Deferred Payment Sales

BOTANY INDUSTRIES, INC.
Current Liabilities
1966 1965
Reserve for Federal income taxes
—Note 2 ................. $3,788,000 $3,948,000

Note 2: Federal Income Taxes—(b) Deferred Federal income
taxes applicable to income from certain retail sales, which are
reported under the installment method for tax purposes, have been
included under current liabilities as at July 31, 1966 and July 31,
1965 (as reclassified) in accordance with recent requirements of
the Securities and Exchange Commission. Had such taxes been
shown as a noncurrent liability, as in previous reports, working
capital as at July 31, 1966 and July 31, 1965 would have been
greater by $1,079,000 and $971,000, respectively. The balance of
deferred Federal income taxes represents, principally, amounts at-
tributable to the difference between accelerated depreciation provided
for tax purposes and straight line depreciation provided for
financial reporting purposes.

J. J. NEWBERRY CO.

Current Liabilities
January  December
31,1966 31, 1966

Federal income taxes (Note 3) . $2,435,000 $2,970,000

Note 3: During 1965, the Company retroactively discontinued the
use of the Treasury Department’s accelerated guideline depre-
ciation lives for federal income tax purposes. The Company is still
continuing the use of other accelerated methods of depreciation
for tax purposes.

Effective January 31, 1966, deferred federal income taxes ap-
plicable to the gross profit on installment sales (deferred for federal
income tax purposes) has been classified as a current liability, in
conformity with the requirements of the Securities and Exchange
Commission,

As a consequence, the December 31, 1964 balance sheet,
which had previously reported the deferred taxes related to these
items as a noncurrent lability ($2,970,000), has been restated to
reflect such taxes in current liabilities.
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CITY STORES COMPANY
Current Liabilities
Federal income taxes—Note E
January January
29, 1966 30, 1965

Current .................. $ 489,175 $ 502,620
Deferred, applicable to install-
mentsales .............. 5,375,893 3,517,758*

#*Reclassified—See Note E.

Note E: Federal Income Taxes—The provision for federal in-
come taxes includes approximately $1,500,000 of current taxes and
$2,480,000 of deferred taxes.

The Company records income from instaliment sales for finan-
cial accounting purposes at the time sales are made and for tax
purposes generaily on the basis of cash collections, Deferred fed-
eral income taxes applicable to installment sales which previously
had been shown as a noncurrent item after reserves on the state-
ment of financial condition has been reclassified to current lia-
bilities in_compliance with the Securities and Exchange Commis-
sion requirements. Had this reclassification not been made, work-
ing capital would have been $59,400,000, an increase of $1,500,000
over last year.

Deferred federal income taxes includes amounts applicable to
accelerated depreciation and other noncurrent taxes.

The accompanying financial statements are subject to final de-
termination of federal, state and local taxes.

FEDDERS CORPORATION
Current Liabilities 1966 1965
Federal income tax (Note 5) $1,767,000 $6,861,000

Note 5: Federal Income Tax—The current liability for federal
income tax includes $1,309,000 arising from the use for tax pur-
poses of the installment method of reporting income. In prior
years such deferred taxes ($3,738,000 at August 31, 1965) were in-
cluded in deferred federal income tax. The balance sheet at August
31, 1965 has been restated to conform with the present classification.
For financial statement purposes the Company continues to pre-
pare its statements on the accrual basis and includes the profit
on installment sales in income at the time of sale, charging the
provision for federal income tax thereon against income concurrently.

Restated to Give Effect to Capitalization of Leases

THE BORDEN COMPANY
Notes to Financial Statements

Long-Term Debt (in part): Commencing in 1966 certain equip-
ment for which the Company has entered into lease arrangements
has been treated as purchased equipment; such equipment has
been capitalized and is being depreciated over its estimated useful
life. The effect of this change on consolidated net income for 1966
was not material. For purposes of comparison the consolidated
balance sheet and statement of consolidated resources provided and
applied for 1965 have been revised to reflect similar equipment on
a purchase basis. The arrangements generally provide for pay-
ment over a period of eight years from the time the related equip-
ment is placed in operation. Payments are required in_ annual
amounts of approximately $7,000,000 for equipment which was
operational at December 31, 1966; payments will be required in
annual amounts of approximately 53.500,000 for equipment in
process of installation when such equipment becomes operational.

Restated to Reflect Change from Cost to Equity Method
of Accounting for Investments in Nonconsolidated
Subsidiaries and/or Affiliates

THE BUDD COMPANY
December 31

1966 1965

Investments and Other Assets:
Equity in net assets of uncon-
solidated foreign subsidiaries $5,054,235 $4,616,667
Notes to Financial Statements
Principles of Consolidation: The consolidated financial state-

ments_include the accounts of the company and its wholly-owned
Canadian subsidiaries.

In accordance with a change in policy adopted in 1966, the
investments in unconsolidated foreign subsidiaries, including those

owned approximately 50% and more, previously carried at cost,
are stated at cost plus the equity in undistributed net earnings
since dates of acquisition; the equity in current earnings of such
subsidiaries, $643,374, is included in the statement of earnings. As
a result of this change, net earnings for the year 1965 and earn-
ings reinvested in the business at the beginning of 1965 have
been restated to reflect the change retroactively, The effect of
this change on 1965 earnings was not material.

The company’s equity in the net assets of other foreign in-
vestments, included in other assets, exceeded cost by $1,381,000 at
December 31, 1966.

HOFFMAN ELECTRONICS CORPORATION
December 31

1966 1965

Investments and Other Assets:
Hoffman Products Corporation

Investment ................ $1,753,672 $1,147,891
6% subordinated unsecured
notes ................... 735,000 75,000
Deferred research and develop-
ment costs ................ 1,121,489 —_
Other ...................... 507,925 467,250

$4,118,086 $1,690,141
Notes to Financial Statements

Note A: Investment in Hoffman Products Corporation—The com-
pany’s_investment in Hoffman Products Corporation, a 51% un-
consolidated subsidiary, is carried at cost, $1,219,206, plus $534,466
equity in the undistributed net earnings since formation. During
the current year the company changed the basis of carryin% the
investment from cost to equity. The retroactive application of this
change results in a_decrease in net loss for 1966 of $406,575, an
increase in net earnings for 1965 of $189,544, and a decrease in the
beginning retained earnings for 1965 of $61,653.

A. O. SMITH CORPORATION
December 31

Other Assets: 1966 1965

Investments in and advances to
affiliated companies (50%
owned) at cost plus equity
in undistributed net earnings
since acquisition (Note 1) . $6,039,269 $11,624,296

Note 1: Investments in and Advances to Afjiliated Companies—
In 1966 the Company commenced the practice of recording its
equity in earnings or losses of its affiliated companies (50%
owned). Previously it had carried its investments in such affiliates
at cost and recorded dividends received from them, if any, as in-
come upon receipt of such dividends. The 1965 financial state-
ments have been restated, for comparative purposes, to reflect the
same treatment in 1965 as was used in 1966. The restatement
resulted in reducing previously reported earnings for 1965 by
$791,284 ($.33 per share) and increasing the beginning balance
of retained earnings by $2,990,818. The change had the effect of
reducing earnings for 1966 by $345,000 ($.15 per share).

KAISER ALUMINUM &
CHEMICAL CORPORATION
December 31

Noncurent Assets 1966 1965

Investments and Advances
(Notel) ................ $98,875,710 $95,791,807

Note 1 (in part): Consolidated Financial Statements and In-
vestments—The accompanying consolidated financial statements in-
clude the statements of the Corporation and its wholly-owned
subsidiaries (except for a company engaged in real estate de-
velopment), Financial statements which are in foreign currencies
have been included in the consolidation in United States dollars by
application of appropriate currency equivalents.

The consolidated balance sheet includes assets of wholly-owned
foreign subsidiaries and subsidiaries which are Western Hemisphere
Trade Corporations of $154,850,000 and $133,950,000 at December
31, 1966 and 1965, respectively, and liabilities of $55,550,000 and
$41,100,000 at the same dates. Net income of these wholly-owned
subsidiaries was $32,156,000 and $31,066,000 for the years 1966
and 1965, respectively.

On November 3, 1966 Southern Nitrogen Company, Inc. was
merged into the Corporation under the pooling of interests ac-
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counting method. The accompanying consolidated financial state-
ments_for the year 1965 have been restated to include the 1965
financial statements (examined by accountants other than Haskins
& Sells) of Southern Nitrogen Company, Inc.

In 1966 the Corporation changed its method of accounting for
investments in less than wholly-owned foreign subsidiaries and in
fifty percent-owned companies. The valuation of the investment in
these companies previously stated at cost, was changed to the
equity method (cost adjusted for equity in undistributed earnings
after application of appropriate adjustments for intercompany trans-
actions and related income taxes). The equity in current earnings of
these companies is now included in consolidated net income;
previously income was recognized as dividends were received. The
change in method, which change has been retroactively applied, had
the effect of increasing consolidated net income by $1,265,000 and
$899,000 for the years 1966 and 1965.

Restated to Reflect Change in
Presentation of Treasury Stock

MAXSON ELECTRONICS CORPORATION
September 30

1966 1965

Stockholders’ equity (Notes 3
and 5):
Capital stock, par value $3
per share:
Authorized — 2,000,000
shares
Issued — 824,735 shares $ 2,474,205 $ 2,474,205*

Capital in excess of par value 764,266 767,204*
Earned surplus .......... 5,850,572 5,263,209
9,089,043 8,504,618
Less cost of 23,235 shares of
treasury stock (24,735 in
1965) ............... 231,398 246,336*
Total stockholders’
equity ........ 8,857,645 8,258,282

$25,853,554 $14,828,979
*Reclassified to conform with 1966 presentation.

Reclassification of Accounts

CHRYSLER CORPORATION
Footnote on Balance Sheet

Certain liabilities at December 31, 1965 have been restated to
ll't;%eé.:t comparability with account classifications at December 31,

McCALL CORPORATION

The December 31, 1965 (preceding year) column of
the balance sheet, income and retained earnings state-
ment and source and disposition of funds statement were
all headed “1965*.” At the foot of each statement ap-
peared the words, “*Certain 1965 accounts have been
reclassified for purposes of comparison.”

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 informa-
tion contained in the report shall not by such proce-
dure 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,
xplained 19 differences between the treatment or pres-
entation 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 annual reports to stockholders, but without refer-
ence to proxy rule 14a-3 or to the commission.
Explanation given for the differences in treatment
may be summarized as follows:

Explanation*
A different classification of costs and
expenses reported to the SEC 7
Separate statements filed with the SEC
for 50% owned company and/or

unconsolidated subsidiary 6
C: Real estate subsidiaries consolidated
in reports to the SEC 2

D: 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

E: Extraordinary charge in retained earn-
ings shown after net income (or
loss) in the income statement in
reports to the SEC

3
Total 19

*Refer to Company Aéypendix Section—A: 262, 352, 489; B: 110,
465; C: 68; D: 199; E: 249.

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

Examples !

ARMCO STEEL CORPORATION

Note 3 to Schedule of Investments: Armco’s equity in the net
assets of associated companies amounted to $51,730,000 at De-
cember 31, 1966, based upon unaudited financial statements fur-
nished by the companies. Armco’s investment in Reserve Mining
Company is its equity in that company’s net assets, Separate finan-
cial statements for Reserve are included in reports filed annually

with the Securities and Exchange Commission.
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ASSOCIATED DRY GOODS CORPORATION
Statement of Earnings
Costs and expenses (Note J):
Cost of goods sold and expenses, ex-
clusive of items listed below ....... $448,399,340
Rent (including $4,731,681 to wholly-
owned real estate subsidiaries for 52

weeks ended January 29, 1966) .... 10,784,389
Depreciation and amortization ....... 5,480,845
Maintenance and repairs ............ 4,594,709
Taxes, other than federal income taxes . 12,108,479
Interest ............ ... ... ......... 2,323,839
Retirement plan contributions (Note H) 2,202,836

$485,894,437

Note J: Securities and Exchange Commission Annual Report—
In addition to these financial statements, the Corporation will
submit an annual report to the Securities and Exchange Commis-

sion in which the details of costs and expenses will be reclassi-
fied as follows:
Cost of sales (including buying and occupancy costs) $357,085,548
Selling, general and administrative expenses ........ 126,485,050
Interest and debt expense ................co0veinns 2,323,839
$485,894,437
Also, wholly-owned real estate subsidiaries will be consolidated.
The principal effect of this treatment is to eliminate the investment
in the subsidiaries aggregating $20,603,941, to increase prOferty
and equipment in the amount of $58,079,213 and to increase long-
term debt in the amount of $36,568,870.

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 Com-
mission) . ....... ... . $9,100,000

FEDERATED DEPARTMENT STORES, INC.
Notes to Financial Statements

Note 7: Total Costs will be classified in the annual report to
the Securities and Exchange Commission as follows:

Cost of sales, including merchandise alteration,
occupancg' and gul}l'ing costé: STITTARICIAtS $ 943,205,671
i ici i ministrative ex-
Selling, publicity, delivery and a 255,434,828
2,090,379

DENSES . .o ovvrre e e eiene e,
Interest eXpense—mnet ............c.c.nieianaan
$1,200,730,878

LESLIE SALT CO.
Notes to Financial Statements

Note 1 (in part): The Company’s net equity in 1966 earnings
and net assets of two wholly-owned Canadian companies and a
50%-owned domestic company as to which financial statements
will be included in the annual report to the Securities and Ex-
change Commission as required by its regulations, is included in
the consolidated financial statements net of estimated U.S. income
tax which would be payable upon distribution. The statement of
consolidated income also includes the Company’s net equity in
1966 operations of a 70%-owned domestic company which was
sold on December 30, 1966. Retained income at December 31,
1966 _includes $524,099 of undistributed earnings of non-consoli-

dated companies.

McCORMICK & COMPANY, INCORPORATED
Notes to Financial Statements

Note B (in part): An unconsolidated subsidiary, Maryland Prop-
erties, Inc..( had assets of $13,035,000 and liabilities of $12,948,000
at November 30, 1966, and net loss of $127,000 for the year
then ended; separate financial statements for this subsidiary are
included in reports filed with the Securities and Exchange Commis-
sion. During the year there was no change in the Company’s in-
vestment of $466,248 in this subsidiary; however, the entire inter-
est of another stockholder was acquired by the subsidiary and the
Company’s equity in its net assets increased from 80% to 93.6%.
The amount paid to the stockholder for his interest was $365,000
© in excess of the related equity in net assets, such excess being
considered by the subsidiary as representating a proportionate part
of the unrealized appreciation in value of its real estate.

GIMBEL BROTHERS, INC.
Notes to Financial Statements

Note 7: In the Corporation’s annual report to the Securities and
Exchange Commission, the details of costs and expenses will be
reclassified as follows:

Cost of goods sold (including occupancy and buying

COSIS) ............ e e eit e $410,877,951
Selling, general, publicity and administrative expenses 111,733,729
Interest and debt expense ....................... 3,863,857

$526,475,537

NEBRASKA CONSOLIDATED MILLS COMPANY
Retained Earnings
Beginning of period .................... $6,681,652

Net earnings for the period .............. 3,151,421
9,833,073
Deduct:
Dividends:
Nebraska Consolidated Mills Company:
Common stock:
Cash—$0.40 per share .......... 702,366
Stock—5%—at fair market value
at date of declaration .......... 1,501,535
Preferred  stock—cash—$2.50  per
share ......................... 127,759
Provision for possible loss on divestiture
and abandonment (Note 7) .......... 300,000
2,631,660
End of period ......................... $7,201,413

Note 7: Provision for Possible Loss on Divestiture and Aban-

donment—In November of 1965 the company purchased a chicken
processing plant, the capital stock of Nichols Poultry Farm (P.R.),
Inc, and certain related operations in Puerto Rico. As a result
of this purchase, the Department of Justice of the Commonwealth
of Puerto Rico instituted an anti-trust action against the company.
On August 2, 1966 the company and the Department of Justice of
the Commonwealth of Puerto Rico mutually agreed to a divestiture
judgment. Under the terms of the judgment, the company must
within a specified period of time, divest itself of such assets.
. Realizing there is a possibility but not the certainty of a loss
in selling this property, the company has charged to retained earn-
ings a sum representing a provision against such a loss upon dis-
position of the assets, together with $45,600, representing loss upon
abandonment of its Greensburg plant. In Form 10-K, to be filed
with the Securities and Exchange Commission, the company will
show the aggregate of these items as a special charge in the
statement of consolidated earnings.

J. C. PENNEY COMPANY
Notes to Financial Statements

Note 4: The Company’s costs and expenses as reported to the
Securities and Exchange Commission are summarized as follows:
Cost of goods sold, occupancy, buying and ware-

housing costs ................ .. ... ........
Selling, publicity, general and administrative ex-

penses, other than items included in costs, less

$1,669,086,370

service charges on customers’ accounts ........ 463,774,820
Interest, doubtful accounts, miscellaneous income

and otheritems ............................. 19,930,449
Federal income taxes ..............c..ccevvuunnnn 63,200,000

$2,215,991,639

SHOE CORPORATION OF AMERICA
Notes to Financial Statements

. Note 1 (in part): In the Company’s annual report to the Securi-

ties and Exchange Commission, Interstate Leasing Corporation, a
79% owned unconsolidated suf:sidiary from which the Company
and subsidiaries lease a portion of their store fixtures, equip-
ment and buildings, will be consolidated through inclusion of
financial statements for its fiscal year ended December 31, 1966.
The principal effect of this treatment, at January 28, 1967, is to
increase fixed assets (net) by $13,833,000, cash by $173,000, long
and short-term debt by $13,701,000 (including $1,992,000 payable
within one year), and retained earnings by $111,000. Net income
will increase $40,000, principally as the result of a decrease in
rent expense of $2,552,000, and increases in interest and depre-
ciation expense of $883,000 and $1,542,000, respectively.
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BALANCE SHEET

CASH

The balance sheets of the 1966 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 477, 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 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 1966 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 classification
of such resources as “cash and claims to cash which
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are restricted as to withdrawal or use for other than
current 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 pur-
poses should also, under this concept, be excluded from
current assets. However, where such funds are consid-
ered to offset maturing debt which has properly been
set up as a current liability, they may be included within
the current asset classification.”

TABLE 1: CASH—CURRENT ASSETS

Balance Sheet Description* 1966 1961 1955 1951

A: Cash ............... .. .. 477 541 505 435
B: Cash in banks and on hand . 7 17 58 103
C: Cash on hand and demand
deposits (and other similar
variations) ............ 2 12 30 55
D: Cash including time and/or
certificates of deposit . 45 11 1 1
B: Cash and certificates of de-
posit including accrued in-
terest, shown separately . . 4 1 1 1
F: Cash and time and/or cer-
tificates of deposit shown
separately ............. 27 4 — —
G: Cash and marketable securi-
ties .................. 14 6 — 1
H: Cash and short-term notes or
securities .............. 14 6 — —
I: Various other ............ 10 2 5 4
Total ........... 600 600 600 600

H
3

*Refer to Company Appendix Secuon—A
502; B: 11, 247, 267, 410, 576; 442 538; 53,
223, 295, 412, 554 E: 103, 297, 426, 450 . 35, 183, " 293, 337,
422, 524, G: 151, 238, ‘453, 585; H 26, 147, 254, 321,
471, 540; I: 75 9s, 280, 380, 551.

135, 290 307, 470,
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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
the nature of the cash restriction or segregation and
provides 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,
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 1966 annual reports.

Plant Expansion, Etec.

AIR PRODUCTS AND CHEMICALS, INC.
Noncurrent Assets

Marketable Securities, to be subsequently used
for construction . ..................... $5,000,000

AMERICAN CAN COMPANY
Noncurrent Assets
Funds held by Trustee for construction (Note
A) e e $28,157,000

Note 4: In 1965, the Company entered into an unincorporated
joint venture with Skelly Oil Company to manufacture and sell

trochemical products, Each party has an undivided one-half
interest in the assets, liabilities and results of operations of the
joint venture.

Under a lease and agreement by American and Skelly with the
City of Clinton, Iowa, the City sold $60,000,000 of Industrial
Development Revenue Bonds in 1966 to construct and equip a
petrochemical plant for the use of the joint venture. Such con-
struction was in an initial stage at December 31, 1966. Basic
rental payments under the lease are to be sufficient to pay the
interest and debt retirement requirements of the City’s bonds.
Each company is liable for only one half of the basic rental
payments,

For accounting and tax purposes, the Company is treating its
obligation under the lease, to the extent of $30,000,000 of the
bonds issued, as a purchase of property and an assumption of a
long-term lease indebtedness (Note 5).

AVON PRODUCTS, INC.
Noncurrent Assets

Foreign time deposits held for expansion .. $10,600,000

TABLE 2;: SEGREGATION OF CASH AND/OR SECURITIES

1966
Noncur-
Purpose and Balance Sheet rent
Presentation* Asset
A: Plant expansion, improvement, or
replacement funds .......... 19
B: Insurance, workmen’s compensa-
tion, pension or other employee
funds ........... ... ... ..., 8
C: Debentures or preferred stock re-
tirement or redemption ....... 1
D: Restricted to performance under
contracts ................... 3
BE: Security under leases .......... 1
F: Customers’ funds .............. 1
G: Various other ................ 3
Total ................ 36

Number of Companies with*

H: Cash segregated in noncurrent as-
SEtS ...t 15 22 39

1966 1960 1955

Cash segregated in current assets . — 7 9

I: Cash excluded from the balance
sheet ................ ..., 1 3 6
Cash offsetting a liability account .  —— 1 4

J:  Securities segregated in noncurrent
asSetS .. ......ieaieiee et 10 8 6

K: Both cash and securities segregated
in noncurrent assets .......... 9 3 —
Total ................ 35 44 64

No reference to cash segregation or ex-
clusion ................ ... ..., 565 556 536
Total ................ 600 600 600

*Refer to Company Appendix Section—A: 92, 127, 196, 317,
438, 570; B: 42, 100, 173, 244, 347, 480; C: 149; D: 218, 235,
480; E: 140; F: 445; G: 284, 461, 562; H: 26, 127, 218, 438,
461, 562; I: 281; J: 8, 100, 233, 319, 355, 570; K: 173, 244, 284,
338, 347, 480.

JONES & LAUGHLIN STEEL CORPORATION
Noncurrent Assets
Short-term securities, set aside for capital ex-
penditures, at cost which approximates
Market . .....co it e $77,000,000

LIBBEY-OWENS-FORD GLASS COMPANY
Noncurrent Assets
Pk;‘l;n Improvement and Replacement

d:
Cash (1966 — $66,580.63; 1965 —
$23,597.40), U. S. Government
and other marketable securities —
at cost and accrued interest (ap-
proximate market) ........... $50,705,150.20

QUAKER STATE OIL REFINING CORPORATION
Noncurrent Assets

Investments and other assets:
Investments, at cost ................... $ 260,775
Temporary investment in short-term govern-

ments held for future property additions 994,618
Receivables and advances ............. 1,717,812
$2,973,205
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GRUMMAN AIRCRAFT ENGINEERING
CORPORATION
Noncurrent Assets

Fixed Assets (at cost):

Buildings, machinery, equipment, etc. .. $120,097,459
Less accumulated depreciation and

amortization ................. 53,090,015

67,007,444

Land .......cviiiiiiiiiii 2,364,017
Construction funds held by trustee (Note

3) e 5,461,281

$74,832,742

Note 3: In 1966, the Company entered into an agreement with
the City of Savannah, Georgia, to lease a manufacturing plant
now being constructed in Savannah. The City obtained the con-
struction funds, which are held by a trustee, through the issuance
of 5% % industrial revenue bonds. Semi-annual rental payments
of approximately $300,000 for twenty years commencing Septem-
ber 15, 1967, are required to provide for interest and bond re-
tirement. The Company has the option to purchase the plant at
any time for $1 plus an amount sufficient to pay or redeem all
outstanding bonds. This transaction is considered to be, in effect,
an installment purchase for which the liability has been recorded
at an amount equal to the par value of the bonds.

Insurance Funds, Etc.

THE BORDEN COMPANY
Noncurrent Assets
Other Assets (at cost):
Investments and advances
Foreign subsidiary companies ........ $18,569,687

Domestic associated companies ...... 4,026,916

Securities on deposit (Pursuant to Work-
men’s Compensation Laws, etc.) ..... 1,569,288
Mortgages, receivables, etc. ........... 13,062,474
Total Other Assets ............ $37,228,365

CRADDOCK-TERRY SHOE CORPORATION
Noncurrent Assets

Other Assets:
Pension trust fund (Note 3) ............. $211,387
Cash value of life insurance policies (Maturity

value $713,000) ..................... 133,977

Corporate stock, notes, real estate and sundry
ASSELS ... ... e 56,854
Advances to officers and employees ....... 49,480
$451,698

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

GENERAL CABLE CORPORATION
Noncurrent Assets
Investments:
U.S. Government and municipal securities
deposited under state labor and insurance

laws—at cost ...................... $ 266,818

Associated foreign companies—principally
at Cost ... ..., 4,959,175
Miscellaneous—at cost ................ 156,826
$5,382,819

LONE STAR CEMENT COMPANY
Noncurrent Assets
Special Funds and Other Investments:
Self-insurance funds—cash and investments $3,718,710
Other investments 5,365,010

$9,083,720

GENERAL ELECTRIC COMPANY
Noncurrent Assets

Other assets ............covevuuenen.. $251,104,258
Financial Summary

Other Assets, of $251.1 million, included: (In millions)
Long-term receivables, less reserves ........ $ 96.9
Advances to vendors and distributors ...... 7.8
Funds for employee benefit plans—per contra

in other liabilities ..................... 24.2
Deferred charges, less reserve ............. 24.6
Loans and advances to employees ......... 8.2
All other ............ .. ... ... .. .. .... 89.4

$251.1

ST. JOSEPH LEAD COMPANY
Noncurrent Assets
Other Assets:
Securities on deposit with Governmental
ACENCIES .. ..ot ii et $ 963,048
Cash and marketable securities—Fire Insur-

ance Fund (seecontra) .............. 370,544
Total Other Assets .............. $1,333,592
Noncurrent Liabilities
Reserves:
Injury claims and workmen’s liability insur-
ANCE oot e ettt e $ 607,012
Employees life insurance and retirement . . 237,690
Fire insurance (see contra) ............ 370,544

Total Reserves ................. $1,215,246

Various Purposes

CITY STORES COMPANY
Noncurrent Assets
Investments and Other Assets:
Investments in and net receivables from un-
consolidated subsidiaries — Note A and
Page 8 ... ... $5,705,058
U. S. Government securities deposited as

security under leases ................ 187,585
Sundry investments and other items ...... 910,140
$6,802,783

COLONIAL STORES INCORPORATED

Noncurrent Assets
Sinking fund for retirement of cumulative pre-

ferred stock (Note 1) .................. $101,445

Note 1: Preferred Stock—Preferred stock is redeemable at par
value and accrued dividends, plus premiums of $.50 a share if
redemption is voluntary, or $.25 a share if redemption is for

sinking fund purposes. S fund requirements for 1967 and
1968 are satisfied.

EVANS PRODUCTS COMPANY
Noncurrent Assets
Other ASsetsS ............cevviiuennnnn. $24,044,000
Notes to Financial Statements
Other Assets—at Cost:

Excess of cost over net assets of businesses purchased $11,564,000

Restricted cash ..............cciiiiiiiiiniiian... 10,140,000
SUDAIY ...t i it i e et e e 2,340,000
$24,044,000

. The restricted cash represents loan proceeds available upon de-
livery of railcars committed for lease.

FREEPORT SULPHUR COMPANY
Noncurrent Assets
Investments—marketable securities segregated
from current assets—equivalent to unliqui-
dated balance of forward sales of proceeds
from future production ................ $2,944,000
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THE PITTSTON COMPANY
Noncurrent Assets

Segregated Currency and Cash Items and
Change Funds Advanced by Customers—
(7] 111 v TG $2,834,544
Noncurrent Liabilities

Amounts Payable to Banks under Special
Agreements and Liability for Change Funds
Advanced by Customers—contra ........ $2,834,544

RAYONIER INCORPORATED
Noncurrent Assets

Insurance proceeds held for reinvestment .
Notes to Financial Statements

Insurance Claim: In August 1966, the New Westminster (British
Columbia) sawmill was substantially destroyed by fire. The final
proof of direct damage loss has not been filed but an advance
cash payment has been received from the insurers and is held
for reinvestment. A contra deferred credit is recorded pending
the final settlement, which at this time cannot be predicted with
any degree of accuracy. The company also carried business inter-
ruption insurance which covers the decrease in profits due to
loss of production.

... $920,000

THE UNITED PIECE DYE WORKS
Noncurrent Assets
Cash collateral (Note 2) .................. $550,818

Non-
Total Current Current

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

as follows:
*Note payable due January 2, 1968 $2,500,000 $§ —  $2,500,000
Mortgage notes payable 5% due

1972 (Charleston) ............ 427,765 74,394 353,371
Notes payable 5% % due 1976

(Bdenton) ................... 362,819 20,045 342,774
Mortgage note payable 51%4% due

1968 (Los Angeles) .......... 36,532 19,981 16,551
Deed of Trust Notes 6% due 1974

(Edenton) ................... 7,888 883 7,005

$3,335,004 $115,303 $3,219,701
_*An agreement with the Hubshman Department of the First
National City Bank provides that this note be secured by ac-
counts receivable amounting to 125% or cash amounting to 100%
of the face of the note. As at December 31, 1966 collateral consists
of $550,818 cash and $2,753,092 accounts receivable. Interest is
computed at 12% per annum on the portion of the loan not
secured by cash collateral.

CASH ADVANCES

Of the 600 survey companies, 47 disclosed 49 cash
advances in their 1966 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.

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

DRAVO CORPORATION
Current Assets:
Advances to joint ventures ............. $3,828,729

Section 2: Balance Sheet

AMERICAN MAIZE-PRODUCTS COMPANY
Current Assets:
Cash ......... ... ... ... . iiiviiii.. $2,841,569
Certificates of deposit ................. 2,009,428
Accounts receivable, less allowance for
doubtful accounts: 1966, $210,000; 1965,
$225,000 ... ... ... ...

9,432,705
Advances to tobacco growers ...........

1,790,086

DOUGLAS AIRCRAFT COMPANY, INC.

Current Assets:
Inventories—Notes Band D .......... $401,868,103
Note B (in part): Inventories at November 30, including certain

items to which the U. S. Government held title by reason of
contract provisions, consisted of the following:

Fixed-price contracts and orders in progress ...... $578,917,342

Materials, spare parts, etc. ...............c0..... 108,312,699
Advances under material purchase agreements ...... 32,582,937
719,812,978
Less advance and progress payments received ...... 317,944,875
$401,868,103
TABLE 3: CASH ADVANCES
Cur- Noncur-
rent rent 1966
Balance Sheet Description* Asset Asset Total
A: Advances to outside grow-
ers, packers, planters, pro-
ducers ............... 6 1 7
B: Advances to suppliers and
subcontractors . ........ 3 2 5
C: Advances on purchase com-
mitments for raw materials 2 1 3
D: Advances on purchase con-
tracts ................ 2 1 3
E: Advances on construction
or purchase of fixed assets 1 — 1
F: Advances for leasehold im-
provements ........... — 1 1
G: Advances to employees for
selling, travel, and other
expenses ............. — 2 2
H: Advances — loans to em-
ployees ............... — 2 2
I: Advances to sales agents or
vendors .............. —_— 1 1
J: Advances to joint venture
or logging operations . .. 3 1 4
K: “Advances” — other or not
identified ............. _4 16 20
Total .......... 21 28 49
Number of Companies showing:
Advances in current assets .. ... 20
Advances in noncurrent assets . . 26
Advances in current assets and
noncurrent assets .......... _1
Total .......... 47
No reference to advances ..... 553

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

*Refer to Company Appendix Section—A: 34, 116, 158, 299, 406,
527; B: 250, 345, 359, 586; C: 150, 196, 477; D: 439, 481, 487,
E: 365; F: 99; G: 88, 173; H: 247, 369; I: 247; J: 64, 198, 274,
461; K: 19, 54, 134, 203, 433, 561.
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HUDSON PULP & PAPER CORP.
Current Assets:
Cash .......... i, $ 1,479,555

Short-term investments ............... 7,915,732
Receivables, less reserves . ............. 8,376,486
Inventories—Note A ................. 11,821,757

Advances on pulpwood, prepaid expenses,
B, . 579,441
Total Current Assets ........... $30,172,971

LOCKHEED AIRCRAFT CORPORATION
Current Assets:
Inventories (Note 2) ............... $285,543,000
Note 2 (in part): Inventories are stated at the lower of cost or
estimated realizable value and are summarized as follows:
WOTK in ProCess ......c.covvevennuennnnaennannns $666,121,000

aterials and spare parts ................. i iann 98,610,000
%dvan:ela; to s:?bconrt,ractors ...................... 71,540,000
842,271,000

Less advances and progress payments ............. 556,728,000
$285,543,000

MASONITE CORPORATION
Current Assets:
Advances, secured by mortgages on pulpwood $482,000

NEBRASKA CONSOLIDATED MILLS COMPANY
Current Assets:
Inventories (Note 2) ................ $17,408,511
Note 2: Inventories—The composition of the inventories at June
26, 1966 and at June 27, 1965, was as follows:
Wheat and flour ............ ... i i, $ 5,475,689

Mixed feed, ingredients and coarse grain ........... 4,524,749
Containers, €. .......c.vvuiereiiinnnnanniaaas 831,844
Farm animals, poultry and related inventories ....... 5,532,516
16,364,798
Advance on commodity purchases ................. 1,043,713
$17,408,511

Wheat and flour inventories are generally hedged to the extent
practicable and are stated at market including adjustment to mar-
ket of open contracts for purchases and sales. Inventories not
hedged are priced at the lower of average cost or market.

RAYONIER INCORPORATED

Assets:
Cash .............................. $ 4,162,318
Marketable securities and time deposits . 7,989,769
Accounts receivable .................. 40,017,348
Inventories, at the lower of cost or market:
Raw materials, in-process and finished
goods ......................... 22,194,388
Manufacturing and maintenance sup-
plies ...... ... .. .. ... .. ... . ... 7,267,486
Advances to logging contractors ....... 800,840
Total current assets ............ $82,432,149
STOKELY-VAN CAMP, INC.
Assets:
Cash .......... ... ... ............. $ 3,909,266
Accounts receivable, less allowance for
doubtful accounts, $145,000 ........ 20,898,198
Inventories, at lower of cost or market;
approximately $7,800,000 (1966 and
1965) on the basis of last-in, first-out
cost, and the remainder principally on
the basis of average cost:
Finished goods and in process ... .. 41,148,877
Raw materials and supplies ........ 22,363,064
63,511,941
Advances to growers and deferred costs . 2,618,669
Prepaid expenses .................... 1,984,597
Total Current Assets .......... $92,922,671

Noncurrent Assets T,

THE BENDIX CORPORATION
Investments and Miscellaneous Assets:
Investments in and advances to non-con-
solidated subsidiaries and associated

companies:
Investments—at cost (Note 2) .... $17,000,970
Advances ...................... 3,260,417

Real estate not used in the business—at

depreciated cost (less reserve, $75,000) 720,130
Sundry investments and receivables ... .. 2,170,453
Officers’ and employees’ receivables (prin-

cipally travel advances) ............ 1,262,342

Total Investments and Miscellaneous
Assets ... ... $24,414,312
BOND STORES, INCORPORATED n
Noncurrent Assets i
Deferred Charges:
Prepaid rent and advances to landlords on

improvements to leased properties .... $ 761,652
Unexpired insurance and other prepaid ex-

PEOSES .. ..ot 844,801

$1,606,453

CALIFORNIA PACKING CORPORATION

Other Assets:
Advances to producers ................. $3,798,000
Intangible assets carried on books of Cana-

dian subsidiary ..................... 3,329,000

Other miscellaneous receivables, deferred
charges, etc. ....................... 1,581,000
$8,708,000

CRADDOCK-TERRY SHOE CORPORATION
Noncurrent Assets

Advances to officers and employees .......... $49,480
GENERAL MOTORS CORPORATION
Noncurrent Assets

Other investments and miscellaneous assets . $86,462,644

Notes to Financial Statements

Other Investments and Miscellaneous Assets: Other investments
and miscellancous assets at December 31, 1966 consisted of the
following: loans and advances to steel suppliers, $6,866,255; re-
ceivables—noncurrent portion (less reserves), $49,615,997; other,
$29,980,392.

THE RUBEROID CO.

Investment and Advances:
Advance on raw material supply contract . $1,500,000

ST. REGIS PAPER COMPANY
Other Assets:

Advance payments under land and timber

purchase contracts ................. $14,352,783
Non-current receivables and miscellaneous
mvestments ....................... 11,424,680

............ $25,777,463

TEXAS GULF SULPHUR COMPANY
Investments, Advances and Other Assets:
Securities of and advances to unconsoli-
dated subsidiaries, less reserve for ex-
ploration costs, $1,312,630 in 1966 and
$1,181,464 in 1965 ................ $ 5,368,739

13,275,257

9,824,752
$28,468,748

Notes receivable, advances and other as-
sets
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CASH DEPOSITS

Deposits of cash and/or securities for specific pur-
poses were segregated in the balance sheets of 60 of the
600 survey companies. The presentations and descrip-
tions of these deposits are summarized in Table 4. Of
the 63 presentations only 13 appeared as current assets.

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, 18 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 presen-
tations in the annual reports for 1966.

Current Assets

AMETEK, INC.
Current Assets:
Deposits and prepaid expenmses ........... $672,801

ANCHOR POST PRODUCTS, INC.
Current Assets:
Miscellaneous deposits and advances ....... $23,196

CENTRAL SOYA COMPANY, INC.
Current Assets:
Margin deposits on commodity futures con-
L1 211 - SN $5,848,959

THE COLORADO MILLING &
ELEVATOR COMPANY

Current Assets:
Deposit for payment of dividend June 1—

SEE COMLIA .. ..'vvvenernnnnnnananonns $165,745
Current Liabilities
Dividend payable June 1—see contra ........ $165,745

GRUMMAN AIRCRAFT ENGINEERING
CORPORATION

Current Assets:
Prepaid expenses and miscellaneous

deposits ....... ...l $3,456,707
ELI LILLY AND COMPANY
Current Assets:
Claims, deposits, and other accounts .. ... $3,836,588
PEDEN IRON & STEEL CO.
Current Assets:
Prepaid Expenses and Deposits ........... $41,754
Noncurrent Assets
AMERICAN BANK NOTE COMPANY
Other Assets: .
Deposits with governmental agencies ...... $169,600
Investment in foreign associated company, at
COSE it ittt e et e 700,000

Prepaid expenses ..............c......nn 352,800

TABLE 4: DEPOSITS—CASH AND/OR SECURITIES

Cur- Noncur-

rent rent 1966
Balance Sheet Description* Asset Asset Total
A: Deposit for “insurance” .. — 5 5

B: Deposit with mutual insur-
ance company ........ —_ 2 2

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

D: Deposit with “public agen-
cies” ................ — 4 4

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

F: Deposit for fixed asset com-
mitment .............. — 1 1

G: Deposit for purchase com-
mitment ............. 2 —_— 2
H: Deposit with lessors ..... —_ 3 3
I: “Deposits” —not identified 10 31 41
J:  Other types of deposits . .. ot 3 3
Total .......... 13 50 63

Number of Companies with:

Deposits in current assets . ... 12
Deposits in noncurrent assets . 47

Deposits in current assets and
noncurrent assets .......... _1
Total.......... 60
No reference to deposits .. . ... 540
Total .......... 600

sRefer to Company Appendix Section—A: 42, 100, 190, 445, 485;
B: 409, 460; C: 244; D: 24, 159, 244, 480; E: 150; F: 12;9; G: 128,
48;1; H: 140, 192, 288; I: 54, 122, 272, 338, 426, 534; J: 192, 218,
284.

THE BORDEN COMPANY
Other Assets (at cost):
Investments and advances
Foreign subsidiary companies ........ $18,569,687

Domestic associated companies ...... 4,026,916

Securities on deposit (Pursuant to Work-
men’s Compensation Laws, etc.) ..... 1,569,288
Mortgages, receivables, etc. ........... 13,062,474
Total Other Assets ............ $37,228,365

DETROIT STEEL CORPORATION
Other Assets:
Marketable securities — at cost (market
prices approximated $28,457,000 in
1966 and $40,889,000 in 1965) ...... $ 9,935,000

Insurance deposits .................. 227,000
Miscellaneous investments and accounts . 216,000
$10,378,000

DIANA STORES CORPORATION
Other Assets:
Rental and service deposits and other de-
ferred charges ...........covvuivnenn. $271,333
Notes receivable from officers, arising from
purchases of capital stock (secured by

pledge of such stock) ................ 99,863
Sundry ... e 220,813
$592,009



Marketable Securities

GENERAL CABLE CORPORATION
Prepaid Expenses and Deferred Charges:
Prepaid insurance premiums and premlum

deposits with insurance companies .... $ 627,193
OLREL s 5555 5095 05 8 o B i &0 R st 587,966
1,215,159
Investments:
U.S. Government and municipal securities
deposited under state labor and insur-
ance laws—at cost ................. 266,818
Associated foreign companies—principally
AL COSE 25, s 500 5.6 5.8 5 8 s o @ @ 816 S 4,959,175
Miscellaneous—at cost ................ - 156,826
$5,382,819
HEWLETT-PACKARD COMPANY
Noncurrent Assets
Deposit on leasehold and other ........... $1,450,000
CENTURY ELECTRIC COMPANY
Other Assets:
Municipal bonds—at cost and accrued in-
175 (-1 J $ 728,533
Prepaid insurance, sundry receivables, and
other accounts ..................... 340,714
Deposit on potential new plant location .. 318,241

$1,387,488
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RAYBESTOS-MANHATTAN, INC.

Sundry Receivables—Noncurrent:
Deposits with mutual fire insurance company $273,099
Notes and accounts receivable ........... 99,984

Total Sundry Receivables—Noncurrent $373,083

ST. JOSEPH LEAD COMPANY
Other Assets:
Securities on deposit with Governmental

AGENCIES .. .........iiiiieie $ 963,048

Cash and marketable securities—
Fire Insurance Fund (see contra) ..... 370,544
Total Other Assets .............. $1,333,592

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 1966 and 1955 in Table 5, ac-
cording to the various bases of valuation.

TABLE 5: MARKETABLE SECURITIES—CURRENT ASSETS

1966 1955
jii I
I Non- I Non-
Govern- govern- Govern-  govern-
Basis of Valuation* ment ment Total ment ment Total
A: Cost—market value not stated .................. 12 38 50 81 28 109
B: Cost—stated as approximate market ............. 44 140 184 35 22 57
C: Cost—plus accrued interest .................... 4 13 17
D: Cost—plus accrued interest, which approximates } 66 21 87
TOALKEE 5 55 v e oo e 50 Soeio b e ie brie w0110 505 0 B8 8 26 34
E: Cost—market value stated below cost ........... 6 9 15 24 15 39
F: Cost—market value stated above cost ........... 1 19 20 8 23 31
G: Amortized cost, which approximates market ...... 1 9 10 N/C N/C N/C
H: Lower of cost or market ...................... 3 11 14 6 7 13
I:  Market value or approximate market value ....... 2 4 6 8 3 11
J: Other bases .............c.iiiiinenennnnnnnn. 2 6 8 19 13 32
83 275 358 247 132 379
K: Basis of valuation not set forth ................. 11 50 _61 61 17 78
TOLAL o 101000 5 10/ B T 1 9.5 0 B3 AR @65 e 94 325 419 308 149 457
Number of Companies presenting:
Government securities in current assets .............. 32 _— 32 216 — 216
Government and nongovernment securities in current as-
BBIS o ivv mvm s (o i ot 01 ) 1651 0 1 50 5 48 o it s ot o 61 61 61 81 81 81
Nongovernment securities in current assets ........... — 261 261 — 59 59
] | 93 322 354 297 140 356
No marketable securities in current assets ............ 246 - - 244
Total . oo an fe sas i me o6 et 608 = b 600 600

*Refer to Company Appendxx Section—I: Government Securities—A:
408; E: 24, 145, 596; G: 240; H: 100, 443, 454; 1: 136, 363;
232 433, 526; B: 9, 463 544 C: 28, 101, 308 D: 11, 379, 559; E:
518; I: 55 93 431; J: 232; K: 151, 358 567.

N/C—Not compiled.

104, 381, 564; B: 89, 171, 488; C: 275, 284, 419; D: 231, 338,
J: 397, 493 K 27, 279 399, 1I: Nongovernment Securmes—-A
71, 300 445; F: 280 365 369; G: 239, 329, 553; H: 120, 362,
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The use of “cost” basis for 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 “plus
accrued interest, which approximates market.” The
number of companies indicating that the market value
is above or below cost is declining. Of the total number
of companies using the cost basis, over 75 per cent re-
ferred also to the relative market values.

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. Thirty-six companies listed marketable
securities among the noncurrent assets.

For a discussion on the nature of current assets, ref-
erence is made to certain excerpts from the Accounting
Research Bulletins under “Noncurrent Receivables” in
this section.

Examples—Marketable Securities

The following examples, taken from the 1966 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

BRIGGS & STRATTON CORPORATION
Current Assets:

Cash ......... ... . ... $3,339,539
Certificates of deposit, including accrued
interest ............ ... ... 8,140,555

United States Government securities, at cost 7,861,482

THE MAY DEPARTMENT STORES COMPANY
Current Assets:
Cash ....... ... ... .. ... . .. ... $10,575,404
United States Government and other mar-
ketable securities—at cost .......... 4,399,187

Cost—Market Value Stated Below Cost

BEECH-NUT LIFE SAVERS, INC.

Current Assets:
Cash ...... ... . . .. . .. $7,942,128
Marketable securities—at cost (market val-

ue 1966, $8,543,830) ............... 8,580,960
EASTMAN KODAK COMPANY
Current Assets:
(In thousands)
Cash ... 5 . .. . e $ 24,968
Marketable securities at cost (market value
$424,300,000) ........ ... 426,202

Cost—Stated as Approximate Market

NATIONAL DISTILLERS AND
CHEMICAL CORPORATION
Current Assets:
Cash ............. ... $43,230,000
U. S. Government and other short-term
investments — at cost which approxi-

mates market ..................... 38,717,000

Cost Plus Accrued Interest

MOUNT VERNON MILLS, INC.
Current Assets:
Cash ......... ... .. .. $1,383,828
Short-term marketable securities, at cost
plus accrued interest ................ 1,241,430

Cost Plus Accrued Interest, Which Approximates Market

CELANESE CORPORATION
Current Assets:

(In thousands of
dollars)

$82,780
38,627

Cash ......... .. ... .. i,
Marketable securities, at cost and accrued
interest (approximates market)

Cost—Market Value Stated Above Cost

BEATRICE FOODS CO.
Current Assets:
Cash (including certificates of deposit) $23,070,062.94
Marketable securities, at cost (market
value $3,100,000.00) ............ 1,480,567.24
RITTER PFAUDLER CORPORATION
Current Assets:
Cash ........ ... ... .. ... ... $5,942,000
Marketable securities at cost (market value
1966—$2,129,000) 1,605,000

Amortized Cost, Which Approximates Market

BRISTOL-MYERS COMPANY
Current Assets:
Cash ........... ... . iiiiiiinnn.. $11,252,943
Marketable securities (at amortized cost
which approximates market) ........ 1,964,106
ELECTROLUX CORPORATION
Current Assets:
Cash ... ... ... . . . i $6,354,946
Marketable securities, at amortized cost
which approximates market .......... 9,643,306

Basis of Valuation Not Set Forth

ARMSTRONG CORK COMPANY

Current Assets:
Cash .......... ... .0, $ 8,770,000
U. S. Treasury and other securities ... ... 26,664,000

McDONNELL AIRCRAFT CORPORATION
Current Assets:

Cash ........ ... . i, $ 2,316,778

Marketable securities ................. 43,510,186
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Cost, Not in Excess of Market

NATIONAL DAIRY PRODUCTS CORPORATION

Current Assets:
Cash ........... ... . ... i, $18,838,195

U. S. Government and other short-term
securities at cost, not in excess of market 50,628,025

Lower of Cost or Market

THE BORDEN COMPANY
Current Assets:
Cash

.............................. $48,898,044
U.S. Government and other marketable se-
curities (At lower of cost or market) . 6,334,637
OSCAR MAYER & CO. INC.
Current Assets:
Cash ............iiiiiiiiininn... $ 5,668,588
Marketable securities, at lower of cost or
market ............. i, 12,460,267

Approximate Market Value

CHICAGO PNEUMATIC TOOL COMPANY
Current Assets:

Cash $3,395,229

Marketable securities, at approximate mar-
4,625,633

ket value

..........................

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

37
ceivables,” “notes and accounts receivable,” “installment
accounts receivable,” or “notes receivable,” all of which
are generally understood to designate the aggregate
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
the noncurrent asset sections. The noncurrent types are
treated separately following this presentation.

The reports of 91 survey companies disclosed 161
special features applicable to accounts receivable as
follows:

Special Features of Trade Receivables

Number of

Presentations

Special Feature* 1966 1965

A: Assigned receivables .......... 13 15

B: Discounted .................. 22 18

C: Pledged ..................... 12 10
D: Used as security on collateral for

debt ...................... 14 12

E: Contingent liability ............ 48 36

F: Factored or hypothecated ... ... 2 1

G: Sold........................ 46 38

H: Secured by collateral or otherwise 4 5

Total .............. 161 135

*Refer to_Com dix 109, 179, 283, 360,

pany Appen Section—A:
90, 119, 128, 289, 383, 452; C: 196 212 237 284

459, 515; B:
i 560 582; D: 148 218, 251 337 515 562 E: 73 141 210 247
trade receivables were shown“as current asst?ts and”v:"ere oy 305 B 10 3% et e e A

most frequently described as “accounts receivable,” “re- 255, 279, 550.

TABLE 6: TRADE RECEIVABLESt

1966
Balance Elsewhere

Current Asset Description* Sheet Notes in Report 1955
A: Accounts receivable or Receivables .............. 441 1 —_ 439
B: Accounts and notes receivable combined ........ .. 157 — —_ 153
C: Notes receivable ........................c0.... 9 — — 18
D: Installment accounts receivable ................. 15 5 3 14
E: Installment notes receivable .................... 5 1 - 4
F: Trade acceptances—bills—drafts ............... 2 —_ —_ 14
G: Employees’ receivables ........................ 2 1 — 2
H: Deferred receivables .......................... —_— —_— 5 5
I: Contracts receivable .......................... 11 _— —_ 11
J: Equity in (installment) accounts sold ............ 4 1 2 5
K: Claims receivable ............................ 7 — —_ 2
L: Reimbursable expenditures ..................... 2 —_— —_ 1
M: Various other ............c..cciiiiiiiiunnnnn. 1 1 1 17
Total .......co i, 656 10 11 685

IOne company in 1955 and one in 1966 presented no trade receivables in current assets
Refer to Company Appendnx Secuon——A 111, 124, 239, 336, 446 566 B 53 115, 263 313, 468, 582;

33, 211, 221, 386, 474, 489; 16, 109, 222, 279 316, 401; 15,

243,371, 416, 3: 37, 236, 268, 386 *474, '489;

: 11, 48, 198, 220 268 469

|

B RSP I
16, €4, ago. " 64, 191, 231,

242, 505, 572 H:
Lt 246, 415 M:
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The number of special features presented in the 1966
reports has been compared in the tabulation above with
similar information for 1965, revealing an increasing
trend 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 Ac-
counting Research Bulletin No. 43,1 Chapter 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 1966 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, and in the examples of termi-
nology for uncollectible accounts to be found later in
this section.

Accounts Receivable or Receivables

THE AMALGAMATED SUGAR COMPANY
Current Assets:

Cash .......... ... ciiiiiniin., $ 345,000

Short-term securities at cost (approximates
market) ........ ... ..ieiieiiiainn 11,875,000
Accounts receivable .................. 12,631,000

Inventories, at lower of average cost or

market:

Refined sugar ................... 7,227,000
Supplies and by-products ......... 5,294,000
Advance processing and refining costs .. 2,493,000
Prepaid expenses and other current assets 410,000
Total Current Assets ........... $40,275,000

MIRRO ALUMINUM COMPANY

Current Assets:
Cash ... ..ottt it $ 1,328,875

U. S. Treasury bills, at cost ........... 1,986,527
Accounts receivable, trade, less allowance
of $75,000 for discounts and losses .. 4,945,373
Inventories, priced at the lower of cost
(first-in, first-out) or market—
Finished goods .................. 5,193,770
Work in process ................ 3,483,537
Raw materials and supplies ....... 7,158,260
Total inventories ............ $15,835,567
Prepaid expenses and other assets ...... 383,219
Total Current Assets ........ $24,479,561

{Included in Accounting Research and Terminology Bulletins, Final
Edition, 1961

CHOCK FULL O'NUTS CORPORATION

Current Assets:
Cash .............cciiiiiininnnnn. $ 4,016,199
Receivables, less allowance for doubtful

accounts and discounts ............ 3,912,737

Inventories, at lower of cost (generally
average) or market ................ 3,165,657
Prepaid expenses .................... 196,190
Total Current Assets .......... $11,290,783

DIANA STORES CORPORATION
Current Assets: . »
Cash ..........c.ciiiiiiiiiininnn. $ 3,661,111
Trade accounts receivable, less allowance
of $155,435 for doubtful accounts and
deferred service charges ($149,877 in

1965) ..o e e 5,107,346
Other accounts receivable ............. 1,870,633
Merchandise inventories, at lower of cost

ormarket ................ 0 iiunnn 22,818,974
Unexpired insurance premiums and other

prepayments ........... et 613,640

Total Current Assets ........... $34,071,704

SQUARE D COMPANY

Current Assets: ’
Cash ............coiiiiiiiiinian, $ 7,838,992
Marketable securities—at cost (approxi-

mates market) .................. 20,252,399
Receivables, less allowances for losses, ad-

justments and discounts (1966—8$325,-

000; 1965—$325,000) ............ 25,088,605
Inventories (Note B) ................ 54,194,319
Insurance and other expenses paid in ad-

VANCE .. oot it vienrenrnnnnnennns 544,580

Total Current Assets .......... $107,918,895

UTAH-IDAHO SUGAR COMPANY
Current Assets:
Cash ........... ... i, $ 1,405,860
Trade and other receivables, less allow-
ances for doubtful accounts freight, and
discounts of $123,464 in 1966 and )
4,957,116

$175,166in 1965 ..................
Inventories—at lower of cost or market—
NoteB .............cooivvvnn.. ... 35,142,649
Prepaid expenses .................... 330,625
Total Current Assets ........... $41,836,250
Accounts and Notes Receivable
THE DOW CHEMICAL COMPANY
Current Assets:
Cash ........ ... i, $ 17,448,153
Marketable securities (at cost, less re-
serve) and time deposits .......... 109,771,247
Accounts and notes receivable:
Trade, less allowance for doubtful ac-
COUNES . ... ..vvvenennnnnnennnn 195,642,239
Miscellaneous .................... 59,218,552

Inventories—at lower of cost or market 195,245,831

$577,326,022

THE KENDALL COMPANY
Current Assets:
Cash ...ttt $ 4,838,000
Accounts and notes receivable:
Trade (less allowance for doubtful bal-
ances and discounts — $430,000 in
1966, $400,000 in 1965) ......... 25,644,000
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PULLMAN INCORPORATED
Current Assets:

Cash ........... ... ciiiiinenenns $ 29,916,807

Marketable securities, at cost which ap-
proximates market value ........... 482,984
Accounts and notes receivable (including
for 1966, instalments of $66,159,742
due after one year), less allowance for
doubtful items (1966 — $2,844,318;
1965 — $2,547,250) and unearned
finance charges ...................
Inventories, at lower of cost or market
(including $7,177,768 for 1966 on a

last-in, first-out basis)—
Finished goods ................
Costs accumulated on uncompleted
contracts and work in process ..
Raw materials, service parts and op-
erating supplies .............. 26,904,760
Total Inventories 106,700,864

Total Current Assets ........ $323,400,192

SUNRAY DX OIL COMPANY

Current Assets:
Cash and time deposits .............. $ 41,335,000
U. S. Government securities, at cost ap-

186,299,537

8,033,567
71,762,537

proximating market .............. 5,790,000
Accounts and notes receivable, less re-
SEIVE .\t tiiii it e 81,386,000
Crude oil and refined products, princi-
pally at the lower of cost or market . 53,406,000
Materials and supplies, at or below cost 6,397,000
Total Current Assets ......... $188,314,000
Notes Receivable
J. I. CASE COMPANY
Current Assets:
Cash ............................ $ 1,755,037
Notes and accounts receivable
Customers—
Notes .........coiiviiniin.n. 12,744,635
Accounts ..................... 9,197,342
Miscellaneous . .................. 1,175,945
Allowance for doubtful receivables . (1,000,000)
22,117,922
Due from nonconsolidated subsidiaries
J. 1. Case Credit Corporation ...... 6,982,085
French subsidiaries .............. 3,093,512
Inventories (Note 4) ............... 97,649,239
Prepaid expenses .................. 470,293

Total Current Assets (Note 3) . $132,068,088

TIDEWATER OIL COMPANY
Current Assets:

Cash ............................. $ 26,777,000
Short-term marketable securities —— at
cost, which approximates market ... 74,000
Notes receivable ($139,000,000 received
in January 1967) ................ 177,526,000
Accounts receivable, less estimated doubt-
ful accounts: 1966 — $661,000; 1965
— $1,351,000 ............. .. ..., 99,248,000
Inventories
Crude oil and products—at cost (prin-
cipally on last-in, first-out basis),
which is substantially below market 21,417,000
Materials and supplies, at or below
COSt .ottt 6,716,000
Prepaid expenses ................... 6,669,000

WHITE MOTOR CORPORATION
Current Assets:

Cash ..o s $ 18,441,237
Trade receivables

ACCOUNLS ... ovvieiiiieieeaneenn 50,697,280

Notes and installment contracts ..... 13,122,606

63,819,886

Less allowance for doubtful receivables 2,731,000

61,088,886

Inventories—at lower of cost (first-in,
first-out) or market—Note B

Finished goods ................. 111,918,824
Raw materials, work in process, and

supplies ............c.iainn 111,953,100

223,871,924

Prepaid expenses .................. 969,195

Total Current Assets .......... $304,371,242

Installment Accounts Receivable

MONTGOMERY WARD & CO., INCORPORATED
Current Assets:
Cash .........iiiiiiiiiiinannnn $ 30,502,316
Receivables, including equity in accounts
sold, less reserves for doubtful accounts
and unearned carrying charge income 231,505,046
Merchandise inventories, at the lower of

cost or market ................... 400,205,598
Prepaid catalog costs, supplies, etc. ... _ 42,022,500
Total Current Assets .......... $704,235,460
Notes to Financial Statements
Receivables:
Total Receivables (principally customer installment
ACCOUNES . ... vvvvneeesvnnasaoseanenonscennnnns $913,406,710
Less—Reserves for doubtful accounts and unearned
CAITYINE ChAaIES ....ovovevnnnienscreaoncroenns 20,346,636
$893,060,074
Less—Accounts sold to credit subsidiary (net of
amount withheld pending collection) ............ 661,555,028
$231,505,046

THE NATIONAL CASH REGISTER COMPANY
Current Assets:

Cash .........ccciiiiieiinennnnnnn $ 13,393,957

Marketable securities at cost (approxi-

mate market) ................... 10,351,387
Receivables ............cccivin... 117,308,064
Inventories ................ 000 159,479,675
Prepaid expenses ................... 2,507,189

$303,040,272
Schedules Supporting Financial Statements
Receivables:
Current accounts ................... $ 71,322,723
Installment accounts ................. 47,659,214
118,981,937
Less—provision for estimated doubtful

ACCOUNLS ......vvvvvnunenennnnnns 1,673,873

$117,308,064

SONOTONE CORPORATION
Current Assets:
Cash and time deposits ................ $2,418,419

Accounts Receivable:

Regular accounts ................... 1,898,728
Instalment accounts ......... U 1,387,300
Other .......... .. 296,464

3,582,492
Allowance for possible losses in collection 175,000

$3,407,492
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SNAP-ON TOOLS CORPORATION
Current Assets:
Cash ........... .. .. . ... . $ 1,594,711
Accounts receivable
Customers, less allowance for doubtful

receivables ..................... 3,826,975
Installment  receivables (including
amounts maturing after one year) less
unearned finance charges and allow-
ance for losses .................. 3,850,515
Salesmen, dealers and branch managers 1,571,781
Other ............ ... ... ... ..... 119,848
Inventories—at the lower of cost or market
Finished stock .................... 10,559,121
Work in process . .................. 3,688,314
Raw materials ..................... 2,544,922
Prepaid expenses .................... 558,982
Total Current Assets ........... $28,315,169

Installment Notes Receivable

FAIRCHILD HILLER CORPORATION
Current Assets:
Cash ......... .. .. ... ... ... ... .... $ 7,144,216
Marketable securities (Note 1) ........ 1
Accounts and notes receivable:
Government contracts (including un-

billed items) (Note 2) .......... 25,218,655
Commercial (including installment
notes due after one year of $662,350
and $494,959) ................. 6,884,041
Inventories (Note 3):
Government contracts (after deducting
amounts applied to billings and prog-
ress payments of $14,944,501 and
$10,230,134) .................. 29,360,830
Commercial programs ............. 36,940,754
Mortgage notes receivable (Note 4) 340,000
Prepaid expenses, etc. . ............... 1,129,154
Total Current Assets .......... $107,017,651
JIM WALTER CORPORATION
Assets:
Cash ......... .. ... ... ........... $ 20,209,345
Marketable securities, at cost (market
value $733,700) ................ 841,410
Instalment notes receivable (Notes 3 and
) 204,891,167
Less—
Provision for possible losses . . . (2,171,732)
Unearned time charges ....... (83,730,943)
118,988,492
Trade receivables, less $1,841,019 pro-
vision for possxble losses .......... 24,425,766
Other notes and accounts receivable . . . 5,013,730

Trade Acceptances—Bills—Drafts

AMERICAN CAN COMPANY
(In thousands)

Assets:

Cash and temporary cash investments ... $ 33,452

Accounts and bills receivable, less allow-
ANCES . o . ot 128,545
Inventories (Note 2) ................. 230,978
Total Current Assets ........... $392,975

ALLIED MILLS, INC.
Current Assets:
Cash ...... ... ... ... . ... . ... ... .. $ 2,083,414

Accounts, drafts and notes receivable ... 15,364,957
Less allowance for doubtful accounts . . . 1,265,783
14,099,174
Inventories, valued at lower of average
cost or market:
Finished and semi-finished products . 9,789,521
Raw materials ................ .. 15,947,740
Bags and supplies ................ 495,920
o 26,233,181
Prepaid insurance, etc. ............... 648,506
Total Current Assets ........... $43,064,275
Employees’ Receivables
GENERAL BOX COMPANY
Current Assets:
Cash ............ .. ... ... .. ........ $ 280,077
Receivables—
Trade, less $74,500 ($36,000 in 1965)
allowance for doubtful accounts . . ... 3,358,731
Employees ........................ 53,862
Other ............... ... .......... 82,864
Inventories, at the lower of average cost or
market ............................ 2,749,387
Prepaid expenses and other assets ....... 275,272
Property under construction to be sold and
leased back (Note 4) ... ............. 415,958
Total Current Assets ............ $7,216,151

UNITED WHELAN CORPORATION

Current Assets:
Cash ........ ... ... . . . . $ 2,861,012

Marketable securities . ................ 12,492
Accounts and notes receivable (Note 3) . 8,420,316
Inventories, at cost (first-in, first-out) or
market, whichever is lower—primarily
merchandise held for resale ......... 5,532,309
Prepaid expenses .................... 597,641

Total Current Assets ........... $17,423,770

Note 3 (in part): Accounts and notes receivable due within
one year comprise.

Trade receivables ...............coeieeenecannnnnn. $6,549,806

Due from Volume Merchandise, Inc, (Note 2) ...... 1,185,297
Due from subsidiaries and affiliates’ of Volume Mer-
chandise, Inc, (Note 2) ............cccnuuunnnnn 133,800
Notes receivable for stock sold under Employees Stock
Purchase Plans (Note 8) ..............ccoivvnnn. 604,553
Advances to employees ..............0iiiiiiiinnnn. 39,772
Other ...... et iaeta et 380 760
$8,893,988
Allowance for uncollectible amounts ................ 473,672
$8,420,316

Contracts Receivable

EVANS PRODUCTS COMPANY

Current Assets:
Cash ............ . ... ... .. ... ..... $ 3,620,000
Receivables, less allowance ($625,000 in

1966) for doubtful accounts ....... 25,951,000
Contracts receivable ................ 5,382,000
Inventories ..............c..viiennn. 65,236,000
Prepaid expenses and advances ........ 2,273,000

Total Current Assets .......... $102,462,000
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BATH IRON WORKS CORPORATION
Current Assets:
Cash ......... ... ... ... ... $ 727,566
Receivables—
Shipbuilding contracts, including amounts
withheld by the Department of the
Navy in accordance with contract pro-
visions—$5,919,371 in 1966 and $5,-

415,666 in 1965 oo 8,042,325
Federal income tax refund .......... 2,011,000
Other ........... ... . ... ........ 3,204,553

Excess of expenditures on shipbuilding

contracts plus estimated earnings and

less estimated losses recorded thereon
over billings (Note 1) .............. 8,444,584

Materials, supplies and miscellaneous work

in process, at the lower of cost (first in
—first out) or market .............. 5,874,936
Expenses paid in advance . ............. 181,961
Total Current Assets ........... $28,486,925

Deferred Receivables

FEDERATED DEPARTMENT STORES, INC.
Current Assets:
Cash ...... ... ... ... ... ... ... ... $ 54,002,382

Accounts receivable (see page 11) .... 282,973,780
Merchandise inventories (Note 2) ..... 153,785,919
Supplies and prepaid expenses ........ 5,638,548

Total Current Assets .......... $496,400,629

Schedules Supporting Financial Statements
Accounts Receivable:
Due from customers:
Thirty-day accounts ............... $ 88,834,691

Deferred payment accounts ........ 196,501,643
Other accounts receivable ............ 8,019,404
$293,355,738
Less:
Provision for possible future losses and
deferred service charges ......... $ 10,335,021
Accounts sold without recourse net of
amounts due from purchasers ... .. 46,937

$ 10,381,958
$282,973,780

THE MAY DEPARTMENT STORES COMPANY
Current Assets:
Accounts and notes receivable ........ $215,986,795

Schedules Supporting Financial Statements
Accounts and Notes Receivable:
Due from customers
30 day charge accounts ............ $ 39,069,337

Deferred payment accounts ......... 174,371,658
Other accounts and notes receivable . 11,318,155
$224,759,150

Less allowance for
Doubtful accounts ................ $ 8,022,797
Deferred carrying charges .......... 749,558

$ 8,772,355

$215,986,795

Equity in Installment Accounts Sold

AMERICAN OPTICAL COMPANY

Current Assets:
Cash ... $ 2,574,532
Marketable securities, at cost (same as

market) and accrued interest ........ 2,303,096
Notes and accounts receivable, including
$475,557 equity in $4,755,574 of de-
ferred payment contracts sold to banks
in 1966, less allowance for possible
10SSeS ... 23,927,883
Inventories at the lower of cost (substan-
tially “first-in, first-out”) or market:
Finished goods .................. 19,827,182
Work in process ................. 18,778,814
Raw materials ................... 6,326,202
Total inventories .............. 44,932,198
Prepaid expenses .................... 380,860
Total Current Assets ........... $74,118,569

RITTER PFAUDLER CORPORATION

Current Assets:
Cash ..........0 i, $ 5,942,000
Marketable securities at cost (market value

1966—$2,129,000) ................ 1,605,000
Accounts, notes and installment receivables
net of deferred income and allowance
for doubtful accounts .............. 39,199,000
Inventories ......................... 40,086,000
Prepaid expenses .................... 1,167,000
Total Current Assets ........... $87,999,000
Notes to Financial Statements
Accounts, Notes and Installment Receivables:
Included in this caption are:
Accounts receivable ............................. $30,483,000
Notes receivable and installment contracts ......... 11,524,000
Equity in installment contracts sold ............... 850,000
42,857,000
Less—
Deferred income on installment contracts and other
receivables .. ... ... .. ... 2,819,000
Allowance for doubtful accounts ................ 839,000
Total ... ... i e $39,199,000

Amounts due after one year included in receivables totaled
$7,902,000 at December 31, 1966.

Claims Receivable

ELI LILLY AND COMPANY

Current Assets:
Cash ............... ... ........... $ 12,047,007
United States government securities—at

cost (approximately market) ....... 35,635,727
Trade accounts receivable, after deduct-

ing allowances of $1,342,001 (1966)

and $1,232,090 (1965) for cash dis-

counts and possible losses .......... 39,706,608
Claims, deposits, and other accounts . .. 3,836,588
Inventories—at the lower of cost (gen-

erally first-in, first-out method) or

market:

Finished products ................ $ 25,548,606

Work in process ................. 23,589,521

Raw materials ................... 31,434,771

Supplies ........................ 3,894,816

$ 84,467,705
Total Current Assets .......... $175,693,635
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REYNOLDS METALS COMPANY

Current Assets:
Cash, including certificates of deposit ... $ 52,941,211
Marketable securities—at cost (approxi-

mate market) ................... 26,035,920
Receivables:
Customers, less allowances for losses . 120,570,352
Unconsolidated subsidiaries and other
associated and related companies . . 7,767,610
Other notes, accounts, and claims . .. 10,438,608
$138,776,570
Prepaid expenses .................. 12,113,552
Inventories of products, materials, and
operating supplies—Note C ........ 205,325,536
Total Current Assets .......... $435,192,789
Accounts Receivable Assigned
CITY STORES COMPANY
Current Assets:
Cash .......... ... .. .. .. $11,400,516
Accounts receivable—Note B .......... 35,914,816
Merchandise inventories—Note C ...... 41,278,130
Supplies and prepaid expenses ......... 4,046,487
Total Current Assets ........... $92,639,949

Note B: Accounts Receivable—The Company has agreements
with various banks which provide, in effect, for a form of re-
volving credit under which accounts receivable are assigned to the
banks, and the banks remit amounts equal to 90% of the accounts
assigned, withholding 10% of the uncollected balances represent-
ing the Company’s equity. Under the agreements, the Company
accepts reassignment of any accounts in default (as defined) as
long as it continues to assign accounts,

The accounts receivable are summarized as follows:

Accounts receivable customers and others—after de-

ducting $27,351,239 and $9,236,653, respectively, re-

ceived on account of the sale of a portion of in-

stallment receivables ................ccieiinnnnn $52,937,962
Less:

Accounts receivable assigned net of equity of $1,-

557,116 and $3,269,623, respectively ........... 14,014,045
Allowances for doubtful accounts ............... 3,009,101
17,023,146

$35,914,816

DOUGLAS AIRCRAFT COMPANY, INC.
Current Assets:
Cash .......... ... ... .. ... . 0., $ 15,805,712

Marketable securities ................ 6,000,000
Accounts receivable from U.S. Govern-
ment, including unreimbursed costs and
fees under cost-reimbursement type
contracts—Notes Band D ......... 44,733,218
Other trade receivables—Notes C and D 23,503,450
Refundable federal income taxes—Note
B o e 12,315,521
Inventories—Notes Band D .......... 401,868,103
Prepaid expenses ................... 14,071,132
Total Current Assets .......... $518,297,136

Note C (in part): The Airline Financing 5¥%4% Secured Notes,
due 1974, are secured by assignment of trade receivables ($10,204,~
632 at November 30, 1966) and certain lease payments receivable
to_1974 which aggregate $7,500,000 from November 30, 1966. The
principal payments on the Notes in fiscal 1967 will aggregate
$2,628,997, with varying amounts due in succeeding years.

Note D (in part): Bank Loans and Credit Agreements—The
Company has pledged or assigned as collateral for $65,124,132
notes payable to banks (1) all receivables and inventories, aggre-
gating approximately $61,500,000 at November 30, 1966, relating
to U. S. Government contracts other than those with National
Aeronautics and Space Administration, and (2) certain trade re-
ceivables ($29,623,934 at November 30, 1966) and certain air-
craft lease payments receivable to 1971, which aggregate $13,983,-
229 from November 30, 1966.

Notes Receivable Discounted

E. W. BLISS COMPANY

Notes to Financial Statements

Note 4: Commitments and Contingencies—At December 31,
1966, the Company was lessee of buildings and equipment with
annual rentals approximating $540,000 through 1971 and amounts
thereafter which are not considered material.

The Company was contingently liable for $488,000 of customers’
notes discounted at December 31, 1966.

Accounts Receivable Pledged

WARD FOODS, INC.
Current Assets:
Cash ........... .. 0 iiiiiininnnn. $ 4,162,954
Notes and accounts receivable, less allow-
ance for doubtful accounts, 1966, $786,-

713; 1965, $233,556 ............... 24,424,544

Inventories, at lower of cost (average or
first-in, first-out) or market: '

Raw materials and supplies ....... 7,962,287
Finished products and work in proc-

L P 13,469,125

Prepaid insurance, taxes, etc. .......... 349,189

Total Current Assets ........... $50,368,099

Notes to Financial Statements

Assets Pledged as of December 31, 1966:

Pledged as collateral for a portion of long-term debt:
Accounts receivable ............ ..., $ 500,904
Investments (at COSt) .........cccvuiereennnnnnennn
Property and plant (at depreciated value) ........

Pledged . as collateral for a portion of notes, drafts and
acceptances payable:
Inventory and receivables ................... ...
Inventory and/or receivables and/or cash pledged as
collateral for drafts and acceptances payable which
were originally collateralized by documents and
trust TECEIPIS . ....vvvveeevnnnnnnenrnonncnnnans 1,372,471

In addition to the above, the companies had pledged as collateral
for a portion of their long-term debt the capital stock of, and
notes receivable from, certain consolidated subsidiaries in which
the company’s share of related net assets and notes payable at
December 31, 1966 was approximately $25,600,000.

2,871,154

Receivables as Collateral or Security for Debt

CUDAHY COMPANY
Current Assets:

Cash ........... ... ciiiiiiiiiennn. $ 870,962

Receivables, less reserve—including $12,-
462,918 in 1966 and $10,714,556 in
1965 assigned as collateral under provi-
sions of the credit agreements described
inNote 2 ...............ovinan..

Inventories, at the lower of first-in, first-out
or market—including $13,362,475 in
1966 and $7,744,237 in 1965 to which a
security interest has been granted as col-
lateral under provisions of the credit
agreements described in Note 2 ...... 16,544,088

Prepaid expenses .................... 668,398

Total Current Assets .......... $31,294,000

Note 2 (in part) : Agreements With Banks, First Mortgage Bonds—
The Company has a credit agreement with several banks covering an
$18,000,000 short-term line of credit. As collateral for the bank
loans, the Company has (a) assigned and granted a security in-
terest in substantially all accounts receivable from customers and
in designated product inventories; (b) pledged a $6,000,000 note
receivable from a subsidiary which owns a portion of the Omaha
plant and holds a first mortgage lien on the Seattle plant; (c)
mortgaged and pledged by a junior mortgage subordinate to the
First Mortgage Sinking Fund Bonds, substantially all of the
Company’s other properties and its investments in subsidiaries.
Maximum borrowings at any time are limited to 75% of cus-
tomers’ accounts receivable not more than sixty days past due
and 60% of designated inventories. The loans bear interest at ¥2%
over the prime bank interest rate and are due on demand.

13,210,552
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Installment Receivables Sold

ADDRESSOGRAPH MULTIGRAPH
CORPORATION
Notes to Financial Statements

Note 1: As of July 31, 1966, installment accounts receivable
and certain lease obligations of customers were sold, without re-
course, to banks for the purpose of enabling the Company to
adopt the installment method of reporting income for federal tax
purposes. Under this procedure, profit on future installment sales
and certain lease obligations will continue to be recognized cur-
rently in financial statements but such profits will not become
taxable until collections are made. The net proceeds of $16,248,000
from this sale were used to pay current liabilities and maintain
cash balances. .

'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
assets 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 operating 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
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 163 presen-
tations of noncurrent receivables presented by the sur-
vey companies in their annual reports for 1966, and is
supplemented by selected examples.

Noncurrent Receivables—1966

Number of

Noncurrent Asset Description* Presentations
A: Accounts receivable or Receivables. 37
B: Long-term receivables ........... 40
C: Notes receivable ................ 35

D: Notes and accounts receivable com-

bined ........... ... . ...... 20
E: Employees’ receivables ........... 17
F: Deferred receivables ............. 4
G: Contracts receivable ............. 7 7
H: Trade acceptances—bills—drafts . . . 1
I: Claims receivable ............... 1
J: Variousother .................. 1
Total ................. 163

lI

*Refer to Company Appendix Section—A: 32, 48, 250, 319, 403,
586; B: 61, 151, 247, 382, 418, 468; C: 97, 137, 252, 337, 479,
539; D: 60, 130, 276, 330, 445, 555; E: 29, 136, 255, 381, 449,
1524;SF.:I 2%,1926, 65, 307; G: 66, 158, 213, 218, 377, 561; H: 26;
235 7

In Noncurrent Asset Section

Accounts Receivable or Receivables

GENERAL DYNAMICS CORPORATION
Other Assets:
Equity in net assets of unconsolidated sub-

sidiaries (Note 5) ................. $13,018,123

Receivables not currently due and other
aSSeLS .. ... 24,459,928
$37,478,051

1 Even though not actually set aside in special accounts, funds that
are clearly to be used in the near future for the liquidation of
long-term debts, payments to sinking funds, or for similar purposes

- should also, under this concept, be excluded from current assets.

However, where such funds are considered to offset maturing debt
which has properly been set up as a current liability, they may be
included within the current asset classification.
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WESTINGHOUSE ELECTRIC CORPORATION
Other Assets:
Purchase price of going businesses ac-
quired in excess of their net tangible
assets (Note 3) .................. $ 45,094,269
Non-current customer receivables, less

allowance for doubtful accounts . ... 50,885,237
Long term contracts in process ....... 2,749,022
Progress payments to sub-contractors .. 1,198,333
Mortgages receivable ................ 9,825,690
Miscellaneous ...................... 12,033,573

$121,786,124

Long-term Receivables

RAYTHEON COMPANY
Other Assets:
Patents, processes, and other assets less ac-
cumulated amortization: 1966, $1,678,-
738; 1965, $1,214,996 .............. $3,211,834
Deferred charges and long-term receivables 3,655,134

STANDARD OIL COMPANY OF CALIFORNIA
Long-Term Receivables, Less Reserve ... ... $42,958,000

Notes and Accounts Receivable

CANNON MILLS COMPANY

Other Receivables and Investments:
Notes and accounts receivable .......... $1,729,833
Investments in capital stocks of other cor-

porations (at cost or less) ........... 2,406,400
Total Other Receivables and Invest-
Ments . .......ovviuiinnnn.. $4,136,233
PHILADELPHIA AND READING
CORPORATION
Other Assets:
Intangibles (Note 2) ................ $ 8,376,000
Non-current notes and accounts receivable 7,817,000
Sundry other assets .................. 1,588,000
Total Other Assets . ............ $17,781,000

" Notes Receivable

DRAVO CORPORATION
Investments and Other Assets:
Notes receivable—trade, due after one year $§ 811,084
Notes from officers and employees for com-
mon stock purchases ................ 627,180
Miscellaneous 365,041

Total Investments and Other Assets $1,803,305

R. G. LeTOURNEAU, INC.
Other Assets:
Construction and rental equipment, at cost,
net of depreciation of $1,402,000 in 1966
and $728,000 in 1965 (Notes 2 and 4) . $4,057,000
Portion of notes receivable due beyond one

D 3 724,000

Portion of receivable from stockholder due
beyond one year (Note 8) ........... 259,000
Deposits and other ................... 152,000
Unamortized debenture issue expense .. .. 119,000
$5,311,000

Employees' Receivables

McCORMICK & COMPANY, INCORPORATED
Other Assets:
Receivables from employees, etc. (group life
insurance and capital stock pledged as col-

lateral) ............ .. ... .. ... . ..c.... $338,874
Other ............ .. .. 0 iiiiiiiininn. 325,859
Total Other Assets ............... $664,733

H. K. PORTER COMPANY, INC.
Other Assets:
Notes receivable from officers and em-
ployees (secured by H. K. Porter Com-
pany, Inc. common stock, 8,640 shares

in 1966) .......................... $ 223,948
Miscellaneous investments .............. 1,586,054
Total Other Assets .............. $1,810,002

Deferred Receivables
AMERICAN CAN COMPANY
Noncurrent Assets

Deferred accounts and bills receivable . . . ... $1,665,000
ARVIN INDUSTRIES, INC.

Other Assets: : .
Special financing accounts receivable . ... .. $284,700
Investments and sundry receivables—Note A 568,648

$853,348

Contracts Receivable

ASHLAND OIL & REFINING COMPANY
Investments and Other Assets:

Unconsolidated foreign subsidiaries — at
cost, less reserve .................. $ 3,973,578
Other companies—at cost ............. 5,784,287

Notes and accounts receivable, contracts,
and other, less reserve .............. 12,756,631
$22,514,496

CONSOLIDATED FOODS CORPORATION
Investments and Other Assets:
Long term accounts, notes, and contracts
receivable, less amounts receivable in

ONE VAT ... .. ...oveeannannnnn $ 8,386,014
Leasehold improvements, at cost less am-

ortization ........................ 5,180,341
Sundry noncurrent assets and deferred

charges .............. ... ........ 3,289,482

Total Investments and Other Assets $16,855,837

CONTROL DATA CORPORATION
Noncurrent Assets
Long-term contracts receivable ........... $3,098,148

METRO-GOLDWYN-MAYER INC.
Investments and Other Assets:

Investment in nonsubsidiaries, at cost.... $ 2,683,000
Television contract instalments due after

ONE YEAr . ... .....cuuenuennennnnn. 13,357,000
Miscellaneous receivables and other assets 4,994,000

$21,034,000
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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.”

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 of
Table 7 summarizes the primary descriptive terms, such
as “allowance,” “reserve,” “provision,” etc., used in the
balance sheet to describe uncollectible accounts. The
second section sets forth the various secondary terms
used in such balance sheet descriptions. The third sec-
tion shows the various combinations of primary and
secondary terms used in 1966 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
1966 survey reports follow Table 7.

TABLE 7: UNCOLLECTIBLE ACCOUNTS

Primary Descriptive Term* 1966** 1965 1960 1950
“Allowance”™—used alone .......................... 84 74 52} 169
Allowance, etC. .............ccitiirenrnnnnnnananns 252 250 230
“Reserve”™—used alone ....................cvvunn. 72 77 117} 248
Reserve, etC. . ..........ccvvvuunenn. e, 20 25 38
Provision, etC. .............. .. ... 26 29 38 37
Bstimated, etc. ................cciiiriririeniannnnn. 17 17 22 36
Deduction, etc. .............ccoitiririnnnnanenn. —_ —_— 3 3
Other teIms ........ ...t iiiiiiriieiiannnnnens _6 _6 6 _4
Total ............. 0. iitiiiiiaa. 477 478 506 497
No “uncollectible accounts” indicated ................ 123 122 94 103
Total ..........c i 600 600 600 600
*Combined with: 1966 1965 1960 1966 1965 1960
Doubtful accounts ................. 207 212 195 Brought forward .................. 288 291 291
Doubtful notes and accounts ......... 3 3 6
Doubtful amounts ................. 1 1 1 Receivable losses .................. 1 1 1
Doubtful balances ................. 2 2 3 Possible losses .................... 21 22 22
Doubtful items ................... 7 7 10 Possible losses: collection, credit or fu-
Doubtful receivables ............... 19 18 14 ture . ... .. 6 6 6
Doubtful ........................ 1 2 4 Bad debts ........................ 4 5 12
Uncollectible accounts ............. 5 5 5 Allowances ....................... 1 1 —
Uncollectible amounts .............. 4 4 3 Other phrases ..................... —_ — 1
Uncollectibles ..................... 2 2 2 “Allowance”—used alone ........... 84 74 52
Loss(es) ...........c.coiuiiuin... 29 27 37 “Reserve”—used alone ............. 72 77 117
Collection or credit losses ........... 8 8 11 Othtzf terms used alone .. [RERRER —_ 1 4
Carried forward ................. 288 291 201  No “uncollectible accounts™ ......... 123 122 94
Total .................... 600 600 600
Primary Descriptive Term Above:
**1966 Descriptive Terms Combined as: Allowance  Reserve Provision Estimated Other Total
Doubtful ......................... 198 18 12 7 5 240
Uncollectible ...................... 4 1 - 1 5 —_ 11
LOSSes ... ... 48 1 12 3 1 65
Bad debts ........................ 2 -— 1 1 —_— 4
With other phrases ................. —_ — —_ 1 _— 1
Used alone ....................... 84 1_2_ — . - 156
Total .................... 336 92 26 A7 6 477
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Allowance—(336 Companies):

Allowance(s) (*82, 142, 210, 393, 455, 546)

Allowance(s) of $xxx (*63, 147, 248, 384, 485, 543)

Allowance(s) for cash discounts and doubtful accounts:
$xxx (*307, 404)

Allowances for cash discounts, returns and doubtful ac-
counts: $xxx (*392)

Allowance for claims, discounts and doubtful notes and
accounts, $xxx (*186)

Allowance for discounts and doubtful accounts ("'327
383)

Allowance for discounts and doubtful accounts of $xxx
(*156, 472)

Allowances for discounts and doubtful receivables $xxx
(*276)

Allowance for doubtful (*552)

Allowance(s) for doubtful accounts (‘35 175, 263,
324, 474, 590) :

Allowance(s) for doubtful accounts $xxx (*29 96
119, 138, 250, 506)

$xxx allowance for doubtful accounts (*242). .

Allowances for doubtful accounts and cash dlscounts
(*92)

Allowance(s) for doubtful accounts and discounts
(*120, 137, 255)

Allowance for doubtful accounts and discounts: $xxx
(*80)

Allowances ($xxx) for doubtful accounts and discounts
(*91)

Allowances for doubtful accounts, freight, and dis-
counts of $xxx (*575)

Allowance(s) for doubtful accounts of $xxx (*23, 182,
266, 353, 486, 524)

Allowance for doubtful balances and discounts—$xxx
(*325)

Allowance for doubtful items ( "'416)

Allowance(s) for doubtful items: $xxx (*149, 184,
230)

Allowance for doubtful items ($xxx) and unearned
finance charges (*452)

Allowance for doubtful notes and accounts ("'271)

Allowance(s) for doubtful receivables (*89, 125, 223,
259, 505, 591)

Allowance(s) for doubtful receivables: $xxx (*70, 231,
234, 322, 406)

Allowance for doubtful receivables and discounts, $xxx
(*521)

Allowance(s) of $xxx for doubtful accounts (*36, 129,
237, 379, 422, 508)

Allowance of $xxx for doubtful accounts and deferred
service charges (*192)

Allowance(s) of $xxx for doubtful accounts and dis-
counts (*14, 25, 302)

Allowance for amounts uncollectible (*213)

Allowance for uncollectible accounts of $xxx (*201)

Allowance for uncollectible amounts. (*572)

Allowance for uncollectibles of $xxx (*130)

Allowance for collection expense and losses on cus-
tomer accounts (*489) ‘

Allowance for collection losses (*318)

Allowance(s) for loss(es) (*111, 122, 178, 265, 469,
553)

Allowance(s) for losses $xxx (*7, 81, 150, 177, 251
297)

*Refer to Company- Appendix Section. -

Allowances for losses, adjustments and discounts $xxx
(*512)

Allowances for losses and discounts $xxx (*420)

Allowance for losses and refunds (*13)

Allowance for losses and unearned interest: $xxx
(*310)

Allowances for losses and unearned finance charges
(*83)

Allowance for losses on receivables (*88)

Allowance for possible credit losses (*220) N

Allowance(s) for possible loss(es) (*33, 37, 47, 58,
249)

Allowance(s) for possible losses $xxx (*435, 465,. 481
558)

Allowance for possible losses in collection ("‘507)

Allowances for possible losses in collection $xxx (*239)

Allowance for possible losses of $xxx (*289, 331) .

Allowances for possible losses on collection (*16)

Allowances of $xxx for cash discounts and possible
losses (*341)

Allowance of $xxx for discounts and losses (*381)

Allowance of $xxx for possible losses (*41)

Deferred interest income ($xxx) and allowances for
collection losses (*279)

Allowance for bad debts (*426, 464)

Reserve—(92 Companies) :

Reserve(s) (*95, 187, 247, 328, 446, 516) o

Reserve(s) of $xxx (*17, 180, 212, 320, 488, 560)

Reserves for discounts and doubtful accounts $xxx
(*283) ;

Reserve(s) for doubtful accounts (*388, 597)

Reserve(s) for doubtful accounts: $xxx (*157, 312,
510, 585)

Reserve for doubtful accounts and allowances of $xxx
(*166)

Reserve for doubtful accounts and discounts of $xxx
(*173)

Reserve for doubtful accounts and unearned carrying
charge income (*386)

Reserve for doubtful accounts of $xxx (*447)

Reserve for doubtful notes and accounts (*490)

Reserves for returns and allowances and doubtful re-
ceivables (*188)

Reserve of $xxx for doubtful accounts (*50, 103, 434)

Reserves of $xxx for doubtful accounts and carrying
charges (*262)

Reserve for uncollectible accounts of $xxx (*46)

Reserves for possible losses on receivables (*109)

Unearned finance charges and reserves: $xxx (*211)

Net of reserve (*396)

Provision—(26 Companies):

Provision for allowances and doubtful accounts (*549)

Provision for allowances and doubtful accounts—$xxx
(*221)

Provisions for allowances, claims and doubtful balances
of $xxx (*305)

Provision for doubtful accounts (*28, 438)

Provision for doubtful accounts of $xxx (*148)

Provision for doubtful accounts and allowances (*171,
243)

Provision for doubtful accounts, etc. (*260) .

Provision for doubtful receivables of $xxx (*448)

Provision for estimated doubtful accounts (*395)

. Provisions of $xxx for doubtful accounts (*568)
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Provisions of $xxx for uncollectible accounts (*123)

Provision against losses $xxx (*38)

Provision for collection losses: $xxx (*134)

Provision for discounts and losses: $xxx (*62)

Provision for losses (*232)

Provision for losses in collection $xxx (*288)

Provision for losses of $xxx (*65)

Provision for possible future losses and deferred service
charges (*226)

Provision for possible losses (*316, 374)

Provision for possible losses—$xxx (*101, 595)

Provision of $xxx for possible losses in collection (*216)

Provision for bad debts: $xxx (*264)

Estimated—(17 Companies):
Estimated doubtful accounts (*273, 382, 414)
Estimated doubtful accounts: $xxx (*542)
Estimated doubtful accounts, discounts and allowances

$xxx (*551)

Estimated doubtful accounts of $xxx (*346)
Estimated doubtful amounts (*518)
Estimated amount uncollectible (*432)
Estimated amount uncollectible $xxx (*445)
Estimated uncollectible accounts (*583)
Estimated uncollectible amounts (*352)
Estimated uncollectibles (*519)
Estimated collection losses (*254, 355)
Estimated losses: $xxx (*443)
Estimated bad debts (*570)
Estimated allowances of $xxx (*11)

Various Other Terms—(6 Companies):
After deduction of $xxx for doubtful accounts, dis-
counts, returns and allowances (*113)
$xxx for doubtful accounts and allowances (*87, 306)
$xxx for doubtful accounts and cash discounts (*348)
Net of doubtful accounts and allowances (*300)
Reduced for possible losses and cash discounts (*110)

U. S. GOVYERNMENT 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
annual reports has decreased from 278 in 1955 to 201
during the year under review. There were 54 companies
which made specific reference to United States Govern-
ment contracts or defense business within the balance
sheet, and 147 companies which included such infor-
mation elsewhere in their annual reports. Table 8 also
discloses the various methods used by the survey compa-
nies in presenting this information in the balance sheet.

*Refer to Company Appendix Section.

TABLE 8: GOVERNMENT CONTRACTS AND DEFENSE BUSINESS

Balance Sheet Information* 1966 1955

Current Asset Section

A: Accounts receivable due from government 37 62
B: Inventory less billings or progress pay-
ment received . ........... .. ... 33 42
C: Unbilled costs or fees ............... 12 14
D: Reimbursable expenditures or recover-
able COStS . ........ccitiiiiinnnn 8 15
E: Fees or costs less progress payments re-
ceived ... 5 4
F: Other references to government contracts
or defense business in current assets . 1 17
Noncurrent Asset Section
References to government contracts or
defense business in noncurrent assets . — 2
Current Lzabtltty Section
G: Estimated price adjustments .......... 4 9
H: Advances or progress payments received 3 2
I:  Other references to government contracts
or defense business in current liabilities 2 1
Noncurrent Liability Section
References to government contracts or
defense business in noncurrent liabili-
5 - S nd __g
Total ...............cocn.. 105 181

Number of Com C)%ames Referring to
Government Contracts or Defense Business

In balance sheet presentation ............. 54 88
In report, but not included in balance sheet

presentation ............... ... ... 147 190

Not referring to contracts, defense business,
B, e 399 322
Total ..........c.oovunn... 600 600

‘Refer to Company Appendlx Section—A: 184, 231 345, 478,
550; 7, 11, 415, 456, 555; C: 22 115 '214, 222, 272,
462; D: 164 246 415 478 548 586 E: 284 334, 353 389,
410; F: 360; 'G: 148 247 367 540; H 88 183, 401 I: 196 509,

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,” without further
definition. Some of the various terms used by the com-
panies to identify such contracts are given below.

Descriptive Terms Used to Identify
U.S. Government Contracts
Cost-plus-fixed-fee contracts
Cost type contracts
Cost-reimbursement or expenditure-reimbursement type
contracts
Cost-plus-incentive type contracts
Defense contracts
Fixed-price type or fixed-fee contracts
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Fixed-price incentive type contracts
Price redetermination contracts
Prime contracts

Research-development type contracts
Subcontracts

U.S. Government contracts

U.S. Ordnance contracts

The amount and nature of the information given in
the 1966 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.

Special Feature
- Certain assets pledged as collateral or security, or title
vested in U.S. Government, for loan or financial aid
from government
Certain receivables due to company from government
pledged to secure loans obtained from nongovern-
ment sources
Government-owned plant and equipment operated by
company
Price redetermination or contract adjustment clause
Contract completed during year

The following examples selected from the 1966 an-
nual reports illustrate the methods of disclosure used by
the companies regarding their United States Govern-
ment contracts.

Cost-Plus-Fixed-Fee Contracts

NORTHROP CORPORATION
Current Assets:

Cash ........ ... ... .. ... .... $ 4,224,511
Accounts receivable ................ 41,300,847
Unreimbursed costs and fees under cost-
plus-fee contracts, less allowances
(1966 — $1,231,075; 1965 — $1,071,-
631) for adjustments ............. 20,424,471
Inventories of fixed-price contracts in
process, materials, etc., less progress
payments—Note B ............... 71,512,355
Prepaid expenses ................... 4,453,250
Total Current Assets .......... $141,915,434

Cost Type Contracts

DOUGLAS AIRCRAFT COMPANY, INC.
Financial Review

Of the 1966 sales under government contracts, space programs
accounted for $350,914,000, military missiles for $58,525,000, and
military aircraft for $151,443,000. Of these sales, 56 per cent
were under cost-type contracts, compared with §6 per cent in
1965. The remaining government sales were principally under
fixed-price incentive type contracts,

NORTH AMERICAN AVIATION, INC.
Financial Review

Sales Contracts and Inventories: Substantially all sales for 1966
were under United States Government contracts or subcontracts.
Many of these contracts provide for cost and performance in-
centives whereunder the company receives increases in fees or
profits for surpassing stated targets or experiences decreases in
fees or profits for failure to achieve such targets.

Cost-type contracts accounted for 73 per cent of 1966 sales.
Sales under these contracts represent costs incurred plus a pro-
portion of the profit (except as explained below) expected to be
realized on the contract in the ratio that costs incurred bear to
total estimated costs.

. Fixed-price-incentive contracts accounted for a substantial por-
tion of the other 27 per cent of 1966 sales. Under such contracts,
target costs and sales prices are set by negotiation, and the com-
pany participates in the savings or additional costs experienced.

Cost-Reimbursement Type Contracts

ROHM AND HAAS COMPANY
Letter to Stockholders

General: Redstone—The major effort of the Redstone Research
Laboratories at Huntsville, Alabama has continued to be on ad-
vanced solid propellants, propulsion systems and applied problems.
These laboratories, operated by Rohm and Haas Company under a
cost reimbursement contract with the United States Army Missile
Command, have maintained their staff at approximately a constant
level over the past five years,

VARIAN ASSOCIATES
Notes to Financial Statements

Note 4: Commitments and Contingent Liabilities—Provision has
been made in the accounts for all expected adjustments that may
result from Government audit or price redetermination in con-
nection with certain cost reimbursement and price redeterminable
contracts with Government agencies or from renegotiation.

Commitments for plant expansion at September 30, 1966, were
approximately $4,500,000.

Fixed-Price Type or Fixed-Fee Contracts

THE BENDIX CORPORATION
Notes to Financial Statements

Note 7: Government Contracts and Subcontracts—Profits on
Government contracts are taken into income in proportion to
billings made in accordance with the terms of the contracts. In-
ventories of Government fixed-price type contracts are stated at the
accumulated cost of material, labor, and manufacturing overhead,
less costs proportionate to amounts billed, but not in excess of
amounts estimated to be recoverable. Research and development
and selling and administrative expenses are generally charged to
income as incurred.

The companies’ profits on Government contracts and subcon-
tracts are subject to renegotiation under the Renegotiation Act
of 1951. Proceedings with the Government for the purpose of
establishing the amounts of refundable profits have not been com-
pleted for the years ended September 30, 1966 and 1965 and
the amounts, if any, which may be refunded to the Government
under such proceedings are not determinable at this time.

THE GENERAL TIRE & RUBBER COMPANY
Review of Operations

Aerojet-General, the company’s 84.7%-owned Space Age sub-
sidiary, totaled sales and earnings for 1966 at about the same
level as the previous year’s results.

Sales totaled $498.8 million and earnings $14.7 million, with
an increasing portion of the total from non-rocket propulsion areas.

One of the significant fiscal developments during the year was.
the increase of government contracts of the fixed-price type, most
of which include incentive provisions. Fixed price contracts ac-
counted for 60% of the 1966 sales.

TRW INC.
Letter to Stockholders

Highlighting a record year for TRW in those products that
combine electronics and spacecraft was the award of the contract
to build the commercial satellites for the Communications Satellite
Corporation’s advanced global system to be in operation in 1968.
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Our_aerospace sales in general were up sharply, with improved
profitability reflecting the increase in fixed-price and incentive-fee
contracts which now represent 80% of the value of TRW’s gov-
ernment work on which outstanding performance has enabled us

to earn added profit awards.

Cost-Plus-Incentive Type Contracts

COLLINS RADIO COMPANY
Letter to Stockholders

The 41% rate of increase in sales to commercial and foreign
customers continues to be greater than for U. S. Government
agencies. As a result, the percentage of government sales to total
has declined slightly from previous years. With the exception of
the Apollo spacecraft program, which is on a cost-plus-incentive-
fee basis, substantially all government business is currently under
fixed-price contracts.

MARTIN MARIETTA CORPORATION
Financial Review

Sales Contracts: Approximately 60% of sales for the year 1966
were under United States Government contracts or subcontracts,
Cost-type contracts accounted for approximately 56% of 1966
sales to the United States Government, with fixed-price type
contracts accounting for substantially all of the remainder. An
increasing proportion of government contracts provides for per-
formance incentives under which fees are increased for surpassing
predetermined performance targets or decreased for failure to
achieve such targets. Amounts reported as sales under cost plus
incentive fee contracts are based on incurred costs as approved
plus an estimate of the fee earned based on performance to date
relative to target. Amounts reported as sales under other cost-type
contracts are based on incurred costs as approved plus allocable
fees, while sales under fixed-price and fixed-price incentive con-
tracts are recorded at contractual selling prices for jtems delivered,
which includes an appropriate proportion of the profit expected
to be realized on the contract. With respect to United States
Government contracts and subcontracts, 70% of undelivered orders
as of December 31, 1966 were under performance incentive con-
tracts, while 67% of billings during the year were on this basis.

Fixed-Price Incentive Type 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 in-
curred, and basic engineering and planning costs applicable to
commercial jet transport programs are also charged directly to
earnings., At December 31, 1966, work in process aggregated
$1,019,642,000, less advances and progress payments of $560,460,000.

To the extent that estimated program costs, determined in the
above manner, are expected to exceed total sales price, charges
are made to current earnings in order to reduce work in process
to estimated realizable value.

Commercial spare parts and general stock materials, aggregating
$:12,468,000, are stated at average cost, not in excess of realizable
value.

LOCKHEED AIRCRAFT CORPORATION
Notes to Financial Statements

Note 2 (in part): Work in process relates principally to U.S.
government fixed price or fixed price incentive type contracts.
Work in process on such contracts includes all applicable en-
gineering costs, Administrative and general expenses and noncon-
tractual research and development costs are charged to earnings
as incurred. As products are delivered, the estimated gross profit
for each contract is taken into income in proportion to the sales
price of the_ deliveries. The resultant inventory amounts are at
or below estimated realizable value.

Under the contractual arrangements by which the Company
receives progress payments from the U.S. government, title to
mvento?es identified with related contracts is vested in the gov-
ernment.

. U.S. government contracts are by their terms subject to termina-
tion by the government either for its convenience or for default
of the contractor. Fixed price contracts for supplies provide that
one of the events of default is the contractor’s failure to perform

the contract in accordance with its terms or failure to make
progress so as to endanger such performance

Government contracts for the development and production of
aircraft contain guarantees by the contractor as to performance
of the aircraft. The Company has been notified by the govern-
ment that action must be taken to assure the government that
there will be no default in meeting certain performance values
when the C-5A aircraft are delivered. In response, the Company
outlined a plan of action intended to assure the government that
performance of the contract in accordance with its terms is not
endangered. The Company has been advised that the government
is not presently taking action under the default provisions of
the contract and that such decision will apply as_long as the
Company continues to make satisfactory progress in the imple-
mentation of its plan. It is anticipated that the obligations under
the contract will be satisfactorily performed.

Sales under cost reimbursement type contracts are recorded as
costs are incurred and include applicable fees in the proportion
that costs incurred bear to total estimated costs.

Some of the fixed price incentive and cost reimbursement con-
tracts provide for performance incentives under which profits are
increased if certain standards are surpassed or are decreased if
certain standards are not attained. These incentives are reflected
in income when there is sufficient information to relate actual

performance to the established standards.

Price Redetermination Contract

UNITED AIRCRAFT CORPORATION
Letter to Stockholders

Sales to the Government also increased in 1966, to $1,063,670,230
compared to $939,516,217 in 1965. The increase was attributable
to higher shipments of products and parts, as billings under ex-
perimental contracts, aggregating $253,396,619 in 1966, were $95
million lower than in 1965. Most of the Corporation’s sales to
the Government are made under fixed-price or price-redetermina-
tion type contracts; sales under cost-reimbursement type contracts
accounted for only 14% of total sales, compared to 18% in 19635.
Billings under contracts related to missile and space programs in
1966 amounted to approximately $126 million compared to $172
million in the preceding year. Continued phasing out of United
Technology Center’s 120-inch solid rocket development program
is the principal factor in the decrease.

As announced by the Government in December 1966, Pratt &
‘Whitney Aircraft has been eliminated from the supersonic transport
engine development program. As a result, the Corporation is entitled
by the terms of its cost-sharing contracts with the Federal Aviation
Agency to receive reimbursement for its contract share of the
costs incurred through the end of 1966 which had been charged
against income. Accordingly, approximately $15,000,000 is reflected
as additional sales under this program in 1966.

Sales to the Government and the return thereon are subject to
the Renegotiation Act of 1951 which provides for recovery by the
Government of profits which it considers excessive, Renegotiation
matters have been settled for 1964 and prior years with determina-
tions that no refunds are required of the Corporation, We have
every reason to expect the same result for 1965 and 1966 when
renegotiation proceedings are completed for those years.

Research-Development Type Contracts

ARVIN INDUSTRIES, INC.
Review of Operations

Electronic_Systems: The major effort of this division is “com-
munications,” It is deeply involved in information systems—receiv-

ing, processing, storage and transmission.

Sales of mulitary communications equipment increased substan-
tially in 1966, and the Electronics Division ended the year with
a good order backlog. Improvements in plant operations and
material controls were big factors in the better performance on
contracts.

1966 was highlighted by the awarding of three research and
%evelopmgnt contracts by the U. S. Army Electronics Warfare
ommand.

AVCO CORPORATION
Review of Operations

Avco’s research projects are carried out under important gov-
ernment-funded contracts and company financed programs.

Avco is continuing major research in missile, antimissile and
space systems, small scientific satellites, reentry vehicles, gas tur-
bine engines, advanced radar, lasers, communications, plasma
physics, magnetohydrodynamics, ferrofluids, infrared systems, car-
diac assist devices, biosciences, advanced structural concepts, new
power sources and medical engineering. :
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CLEVITE CORPORATION

Review of Operations

Ordnance Operations: Of all Clevite’s businesses, underwater
ordnance shows the greatest immediate potential for rapid growth.
Clevite has had a hand in substantially all of the important tech-
nical innovations made in torpedoes during the last fifteen years.
As a result, space at the Clevite Research Center has been out-
grown. Plans for a new ordnance facility on a 23-acre site east
of our Cleveland corporate offices were announced last fall. Con-
struction i3 now well underway. The building will permit a
doubling of capacity and will enable Clevite to participate in
nﬁjm; production contracts which heretofore have not been avail-
able to us.

During 1966, we were awarded contracts totaling approximately
$16 million for production of a new mine-locating system, for
production of the Mark 46 torpedo, and for continuing research
and development on the propulsion and guidance systems of the
Navy’s newest antisubmarine torpedo, the Mark 48.

Details of these programs are classified under national security
regulations. However, we can say that Clevite has made major
contributions to the defense effort in the design and production
Oiarf lighter, faster and more effective devices for antisubmarine
warfare.

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.

FAIRCHILD HILLER CORPORATION
Current Assets:
Cash .......co .. $ 7,144,216
Marketable securities (Note 1) ....... 1
Accounts and notes receivable:
Government contracts (including un-

billed items) (Note 2) .......... 25,218,655
Commercial (including installment
notes due after one year of $662,350
and $494,959) ................. 6,884,041
Inventories (Note 3):
Government contracts (after deducting
amounts applied to billings and prog-
ress payments of $14,944,501 and
$10,230,134) .................. 29,360,830
Commercial programs ............. 36,940,754
Mortgage notes receivable (Note 4) ... 340,000
Prepaid expenses, etc. ............... 1,129,154

Total Current Assets .......... $107,017,651

Note 2: Loans payable to_banks are made under a Revolving
Credit Agreement that permits the Corporation to borrow, with
certain restrictions, up to $75,000,000 during the period ending,
December 31, 1968 ‘The Agreement also provides, among other
covenants, that the Corporation will assign monies due or to be-
come due under all significant defense production contracts and
two significant non-defense contracts, will maintain consolidated
net current assets of $23,000,000 to be increased by the net pro-
ceeds of any equity type securities and/or long term debt issued
subsequent to December 31, 1966, will maintain consolidated
stockholders’ equity including debt subordinated to the bank loans
of at least $42,000,000 to be increased by the net proceeds of any
equity type securities and/or debt subordinated to the bank loan
issued subsequent to December 31, 1966, and places certain re-

strictions upon the declaring of dividends. Under the latter provi-
sion accumulated earnings of $3,155,925 were not restricted for
the payment of dividends at December 31, 1966; however, the
net current assets provision reduced such amount to $2,050,567
as of that date.

Note 3: Material, labor and other costs incurred on contracts
are stated at the lower of cost or estimated realizable values,
computed at sales prices less the estimated cost to complete. Title
to work in progress identified with government contracts under
which progress payments have been received is vested in the
United States Government.

COLLINS RADIO COMPANY
Current Assets:
Cash ...........cciiiiininan.. $ 4,990,563
Accounts and notes receivable (Note 1):
United States Government, prime and

subcontracts ................... 38,561,447
Others (less provision for doubtful ac-

counts of $433,661 — 1966 and

$350,029 — 1965) ............. 31,634,295

Inventories, at the lower of cost or mar-

ket, except United States Government

inventories at cost (less unliquidated

progress payments of $23,326,747 —

1966 and $16,360,253—1965) (Note 1) 82,652,606
Prepaid expenses ................... 1,300,028

Total Current Assets .......... $159,138,939

Note 1 (in part): Notes Payable and Long-Term Liabilities—
A bank credit agreement dated February 10, 1966 provides a
revolving credit of up to $50,000,000 extending to November 30,
1966. The company intends to apply for extension of all or a
portion of this credit. At July 29, 1966, $23,500,000 was in cur-
rent 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 and the terms of the
53 % senior notes. At year end, the total collateral available for
this purpose approximated $92,000,000.

DOUGLAS AIRCRAFT COMPANY, INC.
Notes to Financial Statements

Note B (in part): Inventories at November 30, including certain
items to which the U. S. Government held title by reason of
contract provisions, consisted of the following:

Fixed-price contracts and orders in progress ....... $578,917,342

Materials, spare parts, €fC. ........ceoeveeessacanns 108,312,699
Advances under material purchase agreements ....... 32,582,937
719,812,978
Less advance and progress payments received ...... 317,944,875
$401,868,103

Note D: Bank Loans and Credit Agreements—The Company
has pledged or assigned as collateral for $65,124,132 notes payable
to banks (1) all receivables and inventories, aggregating approxi-
mately $61,500,000 at November 30, 1966, relating to U. S. Gov-
ernment contracts other than those with National Aeronautics and
Space Administration, and (2) certain trade receivables ($29,623,-
934 at November 30, 1966) and certain aircraft lease payments
g%cul\;%bée to 1971, which aggregate $13,983,229 from November

In December 1966, a demand debenture was issued as collateral
for borrowings up to $46,600,000 ($45,659,322 borrowed at No-
vember 30, 1966) of Douglas Aircraft Company of Canada Ltd.
Such demand debenture is a first lien, in the event of default,
against all the business and assets of the Canadian subsidiary.

NORTH AMERICAN AVIATION, INC.

Current Assets:
Cash ......... ..., $ 34,250,000
Accounts receivable — principally from

the United States Government ...... 203,484,000
Inventories — less progress payments re-
ceived on contracts under which title
to related inventories vests in the Unit-
ed States Government: 1966 — $69,-
060,000; 1965 — $81,357,000 ..... 169,604,000
Prepaid expenses ................... 9,431,000
Total Current Assets .......... $416,769,000
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ADMIRAL CORPORATION
Current Assets:

Cash .............. i $ 8,164,820
Notes and accounts receivable:

Due from United States Government . 3,488,466
Trade, less allowance for losses (1966
—$2 648,162; 1965—$1,874,613) . 43,884,768
47,373,234
Imlr‘entories—at the lower of cost or mar-
et:
Government contracts, less progress
payments (1966 — $9,135,424;
1965 — $4,061,795) ......... 7,629,444
Civilian ...................... 76,381,334
84,010,778
Total Current Assets .......... $139,548,832
Current Liabilities:
Notes Payable:
Banks:
Civilian line—domestic .......... $ 28,000,000
Civilian line—foreign ........... 139,552
Defense line ................... 9,450,000
Current installments of long-term debt
—domestic—Note C ........... 2,746,531

$ 40,336,083

NORTHROP CORPORATION
Current Assets:
Cash ......... ... $ 4,224,511

Accounts receivable ................. 41,300,847
Unreimbursed costs and fees under cost-

plus-fee contracts, less allowances

(1966 — $1,231,075; 1965 — $1,071,-

631) for adjustments ............. 20,424,471
Inventories of fixed-price contracts in

process, materials, etc., less progress

payments—Note B ............... 71,512,355
Prepaid expenses ................... 4,453,250

Total Current Assets ......... $141,915,434

Note B (in part): Inventories—Title to substantially all inven-
tories related to contracts with the U.S. Government is vested in

e U.S. Government pursuant to the provisions of the contracts.
Certain fixed-price contracts in process contain price redetermina-
tion and incentive provisions, to which applicable recognition has
been given in the financial statements,

Amounts stated for inventories comprised the following classifica-
tions:

Fixed-price contracts, orders, etc. in process ........ $116,115,028

Raw materials, purchased parts, and supplies ....... 15,214,668
$131,329,696
Less progress payments received ................... 59,817,341
$ 71,512,355

UNITED AIRCRAFT CORPORATION
Cug:snt Assets:

 + $ 58,395,290
Accounts receivable:

United States Government ......... 126,307,496
Commercial customers ............ 146,976,955
Other ............ ..., 3,308,262

Inventories, at cost (see page 22) .....
Less—Payments, secured by lien, from
United States Government on un-
completed contracts ............ - 270,861,096

Total Current Assets ......... $724,305,218

660,178,311

Renegotiation

There were 56 survey companies that referred to
renegotiation or to renegotiable sales in their 1966 re-
ports. Of these companies, four included in their bal-
ance sheets, mostly under current liabilities, a provision
for estimated renegotiation liability, and an additional
six companies referred to such provision in the notes to
the financial statements. The remaining 46 companies
made no provision for possible renegotiaton liability,
even though they referred thereto or mentioned rene-
gotiable sales. In such instances the reports usually
contained further discussion and comments explaining
the reasons for the absence of any provision for pos-
sible renegotiation liability. The most common explana-
tions were either that it was felt that no renegotiation
refund would be required, or that any refund, if re-
quired, would not materially affect net income. Other
explanations stressed that it was believed that no ex-
cessive profits were realized though it was possible to
predict the Renegotiation Board’s actions.

Table 9 gives the balance sheet or other presentation
of estimated renegotiation liability as shown in the sur-
vey reports.

Examples—Renegotiation

The following examples, taken from the 1966 re-
ports, illustrate the nature and scope of the information
disclosed therein concerning renegotiation and the pro-
vision, if any, made therefor.

TABLE 9: ESTIMATED RENEGOTIATION LIABILITY

Balance Sheet or Other Presentation® 1966 1955 1951

Provision for estimated renegotiation
liability—
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 . ... 6 9 16
Letter to stockholders .......... —_ 5 5
D: No provision made for possible re-
negotiation liability, although ref-
erence made thereto or to “re-
negotiable sales” ............. 46 133 175
Number of Companies Referring to:
Renegotiation or renegotiable sales ... 56 181 218
Not referring thereto ............... 544 419 382
Total ................ 600 600 600

*Refer to Company Appendix Section—A: 75, 272
C: 17, 48, 214, 309, 448, 576; D: 97, 101, 298 353 416 505
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Set Forth Under Current Liabilities

THE BARDEN CORPORATION
Current Liabilities:

Current installments of long-term debt ... $ 200,000
Accounts payable, accrued expenses and

sundry liabilities .................. .. 2,139,386
Taxes accrued and withheld, other than

U.S. and foreign income taxes ........ 682,728
Reserves for U.S. and foreign income taxes
and, in 1966, renegotiation—Notes A and

B o e 1,407,597

Total Current Liabilities ......... $4,429,711

. Note B: A portion of the sales and net profits of the Company
is subject to the Renegotiation Act. Renegotiation proceedings
have been concluded and the Company has received clearance
through the year ended October 31, 1964. The accompanying finan-
cial statements include a reserve for renegotiation refund for the
year ended October 31, 1966, in an amount which the management
considers adequate.

GENERAL ELECTRIC COMPANY
Current Liabilities:

Other costs and expenses accrued

Financial Summary

Other costs and expenses accrued included payrolls accrued of
$37.1 million at December 31, 1966, and interest expense accrued
amounting to $6.4 million. The remaining costs and expenses ac-
crued included liabilities for items such as replacements under
‘g)uarzntltees,tsrenegoﬁauon, allowances to customers and employee

enefit costs.

GRUMMAN AIRCRAFT ENGINEERING
CORPORATION
Current Liabilities:
Notes payable to banks and others, in-
cluding installments due within one
year on long-term liabilities ........ $ 32,386,537

..... $451,076,107

Accounts payable and accrued wages .. 75,479,345

Federal income and other taxes, and re-
negotiation (Note 4) ............. 17,336,205
Other Hiabilities .................... 13,367,342
Total Current Liabilities ...... $138,569,429

Note 4: 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
1965 and 1966; however, the policy of maintaining reserves has
been continued.

TEXAS INSTRUMENTS INCORPORATED
Current Liabilities:
(In. thousands)
Loans payable (overseas subsidiaries) .. $
Accounts payable and accrued expenses .
Income taxes, redeterminations, and renego-

£

52,637

tiation . ............ ... ... ... ... .. 27,377

Accrued retirement and profit sharing con-
tributions . ........................ 23,196
Dividends payable in January .......... 1,620
Total Current Liabilities ........ $111,262

Referred to in Notes or Financial Review

INTERNATIONAL BUSINESS MACHINES
CORPORATION
Financial Review

Renegotiation: The Consolidated Statement of Earnings and
Retained Earnings includes estimated provision for renegotiation
of U.S. Government contracts.

EMERSON ELECTRIC CO.
Notes to Financial Statements
Note 5 (in part): Proceedings under the Renegotiation Act of

1951 have been concluded for all years to and including the year
1963 with no refund required. Provision has been made in the
accounts to cover anticipated amendments or refunds with respect
to price adjustments of United States government contracts.

POOR & COMPANY
Notes to Financial Statements

Note 4: Commitments and contingent liabilities at December 31,
1966: commitments and authorizations for fixed asset additions
approximated $115,750; unfunded past-service payments under em-
ployee pension plans aggregated approximately $1,147,000; level
annual costs of the pension plans of the Company are estimated
to approximate $215,000. The consolidated statement of income
and retained earnings includes estimated provision for refunds,
i1f9 6a6ny, under renegotiation of government contracts for the year

No Provision Made Although Reference Made to
Renegotiation Liability or Renegotiable Sales

THE BENDIX CORPORATION
Financial Review

Our earnings on Government contracts and subcontracts con-
tinue to be subject to renegotiation under the Renegotiation Act
of 1951. Renegotiation proceedings through fiscal 1964 have beens
completed satisfactorily.

LOCKHEED AIRCRAFT CORPORATION
Notes to Financial Statements

Note 9: The major portion of the Company’s sales is to the
U.S. government and is subject to the Renegotiation Act of 1951
which provides for the recovery by the U.S. government of any
profits determined to be excessive under such Act. During 1965
the Renegotiation Board’s claims that excessive profits had been
realized in the years 1953 to 1956 were settled, resulting in a
gross reduction of $3,800,000 from the amounts previously pro-
vided. The net reduction of $2,172,000, after related taxes and
expenses, previously had been reported as a special credit in
1965. Retained earnings at the beginning of 1965 have been re-
stated to give retroactive effect to this credit to the prior years
to which it is applicable.

Clearances have been received for the years 1957 through 1963
and it is anticipated that earnings for subsequent years will not
be considered excessive by the Renegotiation Board.

MARTIN MARIETTA CORPORATION
Financial Review

Renegotiation: Sales of the Aerospace Group are substantially
all subject to the Renegotiation Act, but only a nominal amount
of the Commercial Group’s sales falls within the provisions of the
Act. Renegotiation proceedings have now been completed through
1962. As to subsequent years, management believes that no ex-
cessive profits have been realized, and no provision for refunds
has been made.

McDONNELL AIRCRAFT CORPORATION
Notes to Financial Statements

Note B (in part): Renegotiation of the Company has been
concluded through 30 June 1964. It is believed that renegotiation
in subsequent years will have no significant effect on the financial
statements of the Company and its subsidiaries.

Reference Made to Liability for Renegotiation of
Canadian Government Contracts

SPARTON CORPORATION
Current Liabilities:
Notes payable to banks .............. $ 4,643,750

Accounts payable .................... 4,184,217
Liability for U. S. and Canadian income
taxes and renegotiation of Canadian gov-
ernment contracts (Note 1) ......... 462,857
Billings on uncompleted contracts in ex-
cess of related costs ............... 151,416
Accrued liabilities ................... 1,418,009
Total Current Liabilities ........ $10,860,249
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Note 1: Renegotiation and Price Redetermination—Government
Contracts—Renegotiation proceedings relating to U. S. government
contracts have been completed for all years through June 30, 1965
and it is believed that no refunds of material amount will be
required in respect of the year ended June 30, 1966.

The United States General Accounting Office has issued a pro-
posed draft report alleging certain excess costs incurred by the
Department of the Navy under two fixed price contracts completed
by the Company in prior years but a formal report has not yet
been issued. The Department of the Navy has made a demand
upon the Company for a refund of $1,965,792 in respect of these
same two contracts and the Company has appealed this matter to
the Armed Services Board of Contract Appeals. In the opinion
of counsel, there is no legal basis for recovery by the government
and, accordingly, no provision has been made in the accounts.

Renegotiation of contracts with the Department of Defense
Production of the Government of Canada has been completed
for all years through June 30, 1965 and provision has been made
in the accounts for estimated refunds arising from defense sales
for the current fiscal year.

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 consistent-
ly applied and should be disclosed in the financial
statements; 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 139 companies
exclusive of other details on the balance sheet. An addi-
tional 129 companies used the same manner of presen-
tation on the balance sheet but supplied supplementary
details as to the composition of the inventory in the
notes to the financial statements or elsewhere in the re-
port. The remaining 332 companies provided inventory
details on the balance sheet as follows:

INVENTORY CAPTIONS

Separate captions and amounts Number of

presented for: Items
Finished goods or products ............ 159
Work in process . ................ ... 117
Raw materials ..................... 54
Materials . ......................... 1
Supplies ........................... 45
Merchandise ....................... 28
Various other separate captions ........ 8
Combined caption with one total Number of

amount presented for: Items
Finished goods and work in process . ... 68
Finished goods, work in process, and raw

materials ........................ 35
Finished goods, work in process, raw ma-

terials, and supplies ................ 12
Finished goods and raw materials . .. ... 4
Finished goods and supplies ........... 2
Work in process and raw materials . . . . .. 15
Work in process, raw materials, and sup-

plies ....... ... .. ... ... .. 15
Raw materials and supplies .. .......... 110
Raw materials and parts .............. 8
Raw materials, supplies, and finished goods 6
Materials and supplies .. .............. 60
Merchandise and supplies ............. 3
Merchandise and finished goods ........ 2
Merchandise, materials, and supplies . . . . 3
Various other combined factors ........ 7

Inventories Pledged

Twenty-nine companies indicated that some portion
of their inventory was pledged as security on a loan. At
least five companies referred to inventories in transit.
Examples of inventories pledged and in transit follow.

Examples

LIGGETT & MYERS TOBACCO COMPANY
Current Assets;
Inventories—principally at average cost

(Note 2)
Leaf tobacco .................. $230,661,994
Bulk whiskeys ................. 2,571,179
Finished goods and work in process 37,856,027
Other materials and supplies . ... .. 11,768,423

Note 2: Inventories—Inventories of imported leaf tobacco, bulk
whiskey, and cased goods in bond and in transit are subject to
Federal, state_and local taxes upon. withdrawal from bond. In
accordance with the. practice of the industries, the liability for
such taxes has not been recorded in the accounts. When paid, the
amount of such taxes will result in a corresponding increase in
the cost of inventories,

At December 31, 1966, a portion of a subsidiary company's
inventory of bulk whiskey, with an aggregate cost of $851,659,
was pledged as collateral to a bank loan of $583,010.
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W.T. GRANT COMPANY
Current Assets:
Cash ........ ... .. . ... $ 22,558,641
Accounts receivable:
Customers’ installment accounts not

sold ........ .. ... 111,199,566
Equity in customers’ installment ac-
counts ($65,410,526 and $56,935,-

089, respectively) sold .......... 3,270,526

114,470,092

Less allowance for doubtful accounts 7,065,109

107,404,983

Other accounts receivable, claims, etc. 3,538,376

Total accounts receivable, net .. 110,943,359
Merchandise inventories (including mer-
chandise in transit)—at the lower of

cost or market determined principally

by the retail inventory method ...... 151,365,361
Total Current Assets .......... $284,867,361

MAXSON ELECTRONICS CORPORATION
Notes to Financial Statements

Note 3 (in part): In December 1965 the Company entered into
a credit agreement with two banks providing for a $6,000,000 line
of credit until December 15, 1967 at an interest rate of 52 %.
Borrowings under the agreement include $1,600,000 which is evi-
denced by notes maturing on December 15, 1967. Other borrow-
ings are evidenced by ninety-day notes and aggregated $2,700,000
at September 30, 1966. Borrowings are 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.

THE RATH PACKING COMPANY
Notes to Financial Statements

Note 1 (in part): Agreement with Banks and Debenture Notes—
At October 1, 1966 and as of the date of this report the Company’s
credit agreement with several banks and its debenture notes out-
standing provide, among other things, the following:

.a. Credit arrangement—The Company has a credit agreement
with twenty-four banks covering a $20,150,000 short-term line_ of
credit to be effective until December 1, 1966. The Company has
assigned and granted a lien on all its inventories, accounts re-
ceivable and notes, fixed assets, and all other assets ratably as
security for the loans under the agreement and its debenture notes.
Maximum borrowing at any time is limited to an amount not in
excess of the sum of (18 80% of trade accounts and notes re-
ceivable not more than 90 days past due, (2) 60% of the market
value of inventories, and (3) 35% of book value of fixed assets.
Working capital is to be maintained in excess of $9,500,000 on
the basis of valuing LIFO inventories at market, The Company
has failed to meet this provision since June, 1966 but no action
relative thereto has been instituted by any lender. The loans bear
interest at 1% over the prime commercial rate in effect from
time to time in Chicago The present rate is 7%. There is a com-
mitment fee of ¥ of 1% per annum for funds available but not
borrowed.

_The agreement also provides that the Company may not pay
dividends or purchase or redeem any of the Company’s outstand-
ing capital stock, incur new indebtedness for borrowed money,
make expenditures for fixed assets in excess of annual deprecia-
tion less prepayments required to be made under the debenture
notes for the year.

Pricing Basis

The most commonly used basis of valuation for in-
ventories continues to be “lower of cost or market,” as
shown in the 1966 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 467 of the 600 survey com-
panies. The remaining 133 companies did not disclose
their method of cost determination. The most frequent-
ly used method of cost determination for the pricing of
inventories disclosed by the survey companies is the
first-in first-out (fifo) method. The only other exten-
sively mentioned methods were “average cost” and last-
in first-out (lifo). This is the third year since 1950,
when this table was first compiled, that the number of
survey companies using the first-in first-out (fifo) meth-
od 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 1966 alone, 18
companies more than in 1965, used the first-in first-out
(fifo) method of cost determination.

Last-in First-out "Cost"

HUNT FOODS AND INDUSTRIES, INC.
Current Assets:
Cash and certificates of deposit ....... $ 41,954,000
Marketable securities—At cost (quoted
market value: 1966 — $90,000,000;

1965 — $76,500,000) ............ 92,034,000
Receivables — Net of doubtful accounts

and allowances ................... 63,071,000
Inventories — At lower of cost (princi-

pally last-in, first-out method) or mar-

ket ... 130,284,000
Prepaid expenses ................... 1,214,000

Total Current Assets .......... $328,557,000
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TABLE 10: INVENTORY PRICING

I: Basis of Pricing

Bases:* 1966 1965 1960 1950
Lower of Cost or Market—
A: Yower of Cost or Market ....................ccouuun... 433 431 381 342
B: Lower of Cost or Market; and Cost ...................... 51 52 91 67
C: Lower of Cost or Market; and one or more other bases...... 9 8 20 53
D: “Cost not in excess of Market” ...............c.c.u.... 53 _49 35 _24
546 540 _ 521 486
Cost—
R - 33 34 42 63
F: Cost; and one or more other bases. . ..................... 3 3 15 57
Cost; and Lower of Cost or Market (See above) ........... 51 52 91 67
G: Cost;lessthanmarket ....................... ..., _44 _42 _13 6
131 131 161 193
Other Bases—
H: Costorlessthan cost .................coiiivnirinnnn.. 22 23 14 37
I: Cost or less than cost “not in excess of market” ............ 6 6 8 10
o Market ... 3 4 5 29
K: Market or less than market ............................ 8 7 4 8
L: Selling price ....... .ot 2 2 1 4
M: Various other bases .............. ... ..., 2 4 5 _30
43 _46 37 118
Total ... e 720 717 725 797

!I
H
II
Il

II: Method of Determining “Cost”

Methods: ** 1966 1965 1960 1950
A: Lastin firstout (lifo) .............. ... ... .. .o 184 191 196 161
B: Average Cost ...........c.iitiiiiiii i 187 176 157 136
: First-in firstout (fifo) .............. .. ... ... Ll 231 213 182 134
D: Standard costs ................ i 28 28 35 32
B: Approximate cost ............... ... it 4 5 10 16
F: Actual COSt .. .....vutvinni i 13 13 9 7
G: Production COSt ..........c.oiniiiiiitii it 4 5 9 5
H: Replacement or current cost . .............. ... oo, 13 12 6 2
I: Retail method ............ ... .. ... i iiiiiiannann. 18 17 16 6
J: Basestockmethod .............. ... ... ... .. i i, 3 1 5 6
K: Job-order method ............... ... .. ... i, 3 3 4 2
L: Accumulated COStS . ... ...ttt 9 6 N/C N/C
M: Other methods .............. ... ..ttt iiiininnnennnn 11 6 11 11
Total ... e 708 676 640 518
Number of Companies:
Stating inventory pricing basis and cost method ................ 271 264 323
Stating inventory pricing basis, but cost method with regard to part 361
of inventory only . ............ ... ittt 196 181 103
Stating inventory pricing basis, but omitting cost method ........ 133 154 174 232
Not stating inventory pricing basis or cost method .............. —_— 1 — 7
Total ... 600 600 600 _600

N/C—Not compiled.

*Refer to Company Appendix Section—I: A: 71, 145, 243, 391, 429, 540; B: 44, 129, 209, 383, 473, 569; C: 150, 170, 204, 406, 487, 497,
D: 66, 119, 253, 336, 431, 506; E: 57, 156, 275, 348, 470, 516; F: 52, 83, 367; G: 72, 169, 238, 303, 421, 538; H: 24, 165, 273, 326, 518, 583;
I: 127, 202, 355, 420, 464, 553; J: 58, 534, 569; K: 55, 61, 249, 388, 459, 545; L: 14, 43; M: 97, 99.

*#Refer to Company Appendix Section—II: A: 11, 111, 267, 372, 466, 480; B: 42, 119, 202, 360, 428, 550; C: 81, 164, 291, 333, 450, 577;
D: 30, 114, 217, 376, 411, 540; E: 17, 278, 288, 468; F: 79, 93, 131, 156, 171, 445; G: 80, 118, 128, 484; H: 63, 122, 319, 445, 535, 567;
I: 68, 140, 226, 361, 489, 594; J: 204, 400, 526; K: 83, 376, 557, L: 196, 231, 284, 358, 360, 415; M: 46, 94, 170, 337, 378, 390.
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ALPHA PORTLAND CEMENT COMPANY
Current Assets:

Cash ......... .. $ 2,364,880

Short-term investments at cost, which ap-

proximates market ................. 1,988,413
Accounts receivable (less allowances —
1966, $200,732; 1965, $262,023) .... 2,840,280
Estimated Federal income tax recoverable
under carry-back provisions (Note C) . 2,471,216
Inventories — at cost or market, which-
ever is lower:
Finished cement at cost under LIFO
method ...................... 2,547,980
Raw materials, in prolcess, packages,
and operating supplies principally
at average cost ............... 1,907,376
Maintenance supplies and repair parts
ator belowecost ............... 2,155,742
Prepaid expenses .................... 153,251

Total Current Assets ........... $16,429,138

HARSCO CORPORATION
Current Assets:

Inventories ......................... $33,951,352

Note 2: Inventories—Inventories are valued at the balance sheet
dates on various bases as indicated in the following summary:
Finished goods ................cciiiiiiieennnnn. $ 9,764,760

Work in process .............i.viiiiienninennaann 8,342,257
Raw materials and purchased parts ................ 12,279,089
Stores and supplies ................ ...l 1,828,420
Inventories of one of the divisions not susceptible to
above classification .................. i 1,736,826
$33,951,352
Valued at lower of cost or market:
First-in, first-out basis ........................... 18,041,122
Average cost basis .................iia, 14,173,404
Last-in, first-out basis ........................... 1,736,826
$33,951,352

INLAND STEEL COMPANY
Current Assets:
(In thousands)
Cash ........ ... ... .. ... ... ....... $ 9,734

Marketable short-term securities, at cost and

accrued interest .................... 31,418
Receivables, less provisions for allowances,
claims and doubtful balances of $3,401,-
000 at December 31, 1966 and $3,300,-

000 at December 31,1965 ........... 95,801
Inventories, valued at the lower of cost,

principally on lifo basis, or market:

Raw materials and supplies ........ 59,519
Finished and semifinished steel prod-

UCES . ... e 110,767

Total ...................... $307,239

UNITED-GREENFIELD CORPORATION
Current Assets:
Cash ..., $ 1,483,000
Short-term marketable securities, at cost
(approximate market) plus accrued in-

terest ... ... ... e 10,212,000
Accounts receivable, less allowance for
doubtful accounts of $106,000 in 1966
and $103,000in 1965 .............. 10,302,000
Inventories, at lower of cost, determined
principally on basis of “last-in, first-<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>