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PREFACE

Accounting Trends and Techniques in Published Annual Reports — 1970
is the Twenty-fourth Edition of a study of the accounting aspects of financial reports
released annually by 600 industrial companies to their stockholders. This study is a con-
tinuation of the long-range program initiated by the Council in 1946 for the analysis of
corporate annual reports. '

Significant accounting frends, 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.
Due principally to mergers, the companies included in the survey change from year to
year. Statistics for each prior year except 1968, reflect reports on fiscal years ended not
later than January 10 of the succeeding year. Statistics for 1969 and 1968 reflect reports
on fiscal years ended not later than February 10.

Each of the 600 survey companies included in this edition is assigned an identi-
fication number which is used for reference throughout the text in the discussion of
pertinent information. 492 of the companies were listed in the twenty-first (1967) edition
and each retains the number assigned in that edition. The other 108 comipanies in the
1967 edition have been eliminated, principally because of mergers and other acquisi-
tions. Their numbers have not been reused; instead, numbers 601 through 715 have
been assigned to their replacements. The 600 companies in the current edition are listed
in the Company Appendix Section by their identification number; in addition, compa-
nies assigned numbers out of alphabetical order are also shown (in italics) in their alpha-
betical location. Companies eliminated are shown at the end of the Appendix.

Special acknowledgment is due to J. Richard Chaplin, CPA; Gregory Frydman,
CPA; Hortense Goodman, CPA; Phyllis C. Johnson, CPA; John G. Pate, Jr., CPA;
Warren L. Slagle, CPA; John M. Boersema, Norman R. Meonske, Hyman Muller, Richard
Rikert, and James L. Wright for their assistance in the analysis of the financial reports and
preparation of the manuscript.

Woolsey Carmalt, CPA, Editor, Accounting Trends and Techniques
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS
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INTRODUCTION

Opinions of the Accounting Principles Board applying for the first time to either all or a seg-
ment of the surveyed company reports are among the matters of current interest reflected in this edition
of Accounting Trends & Techniques.

In order to facilitate the preparation of this edition of Trends, the number of company references
shown at the bottom of various tables was decreased. Users of Trends needing additional references for
research purposes may request additional references from the American Institute of Certified Public Ac-
countants.

Matters of particular current interest are shown in the survey as follows:

Opinion No. 11—Accounting for Income Taxes (applies to all reports included in survey):

Allocation between periods . ... . ... . ... ... 194
Carryforwards . ... . ... . 8, 32, 203
Allocation within period .. ... .. ... ... ... ... BV 222

Opinion No. 12—Omnibus Opinion—1967 (applies to all reports included in survey):

Disclosure of depreciable assets . . ... ... ... . ... ... ... 69
Disclosure of depreciation . . ... . ... . ... 184
Capital changes .. ..... .. ... 259

Opinion No. 15—FEarnings per Share (applies to reports with December or January year-end) . . 227

Opinion No. 16—Business Combinations (does not apply to reports included in survey; Opin-
ion is effective for business combinations initiated after October 31, 1970):

Business combinations . . ... ... ... .. L 23
Poolings of interests . . ... ... . ... 24
Purchases .. ... . ... ... 26
Cost of business combinations .. . .. . ... ... ... 28

Opinion No. 17—Intangible Assets (does not apply to reports included in survey; Opinion is effec-
tive for intangible assets acquired after October 31, 1970) .. ... . .. . .. ... .. .. . . .. . 94



Section 1

GENERAL

HIS SECTION OF THE SURVEY is concerned with
Tgeneral information about the 600 companies se-
lected for the survey and with certain accounting in-
formation that cannot logically be included with dis-
cussion of one of the customary financial statements.

COMPANIES SELECTED FOR SURVEY

INDUSTRIAL GROUPS REPRESENTED

A classification by industry of the 600 survey com-
panies is presented in Table 1-1.

VOLUME OF BUSINESS

Table 1-2 indicates the relative size of the survey
companies as measured by dollar volume of revenue.
More than 20 percent of the survey companies had
revenue in excess of a billion dollars.

TABLE 1-2: VOLUME OF BUSINESS

Dollar Amount of Revenue 1969
Less than $100,000,000 .. ... ... . . .. .. 134
Between $100,000,000 and $250,000,000 121
Between $250,000,000 and $500,000,000 ... .. ... 103
Between $500,000,000 and $750,000,000 .. ... o 68
Between $750,000,000 and $1,000,000,000 ... .. .. 34
More than $1,000,000,000 ... .. .. .. ... ... .. . 140

Total ... . .. 600

TABLE 1-1: INDUSTRIAL GROUPS REPRESENTED

Foods:

Meat products
Dairy products
Canning, etc. ............ ..
Packaged and bulk (principally
grain and flour)
Baking ....... ... .. ... . ...
Sugar, confections, etc.
Beverages
Tobacco products .......... ..
Textiles, apparel manufacturing,
etc. ... ..
Paper products, packaging
Printing, publishing
Chemicals .. ... .. ... .. .. .. .. .
Drugs, cosmetics, soap, etc.
Petroleum .. ... .. .. .. .. . ... .
Rubber products, etc. ........ .
Shoes, — manufacturing, merchan-
dising, etc.
Building:
Cement ...... .. ... ... ....
Roofing, wallboard .. ... ... ..
Heating, plumbing, air condi-
tioning
Other ... .. ... ... .. . ..
Steel and iron .. ... .. ... ..
Metal-—nonferrous
Metal fabricating .. ..... ... .
Machinery, equipment and
supplies ...... .. ... ... .
Electrical equipment, appllances .
Electrical, electronic equipment .
Business equipment and supplies
Containers—metal, glass, etc. . ..
Autos and trucks (including parts,
accessories) . .
Aircraft and
Space . ................ ...
Railway equipment, shipbuilding,
etc. ... ...
Controls, instruments, medical
equipment, watches and clocks,
etc. ... o
Merchandising:
Department stores .. ... . . ...
Mail order stores, Vanety stores
Grocery stores o
Other . .. ... .. .. ... ...
Motion pictures, broadcasting
Widely diversified, or not other-
wise classified

Total

equipment, aero-

1969 1968 1967 1966

17
24

14
36
11
36
11
22

20

18
25

15
36

10
37

24
20

10

12
8
18
14
5

72

8
5
8

18
5
10
11
9

28
20

7
30
18
26
10

7

6
8

6
17
26
10
20

39
11
36
10

8

23
19
11

10

10
8
15
12
5

_710

10
6
8

17

6
11
10
10

26
20

8
29
17
26
11

7

4
9

6
17
31
12
18

47
12
34
10

6

24

21

11

11

10
8
11
12
6

58

600 600 600




2 Section 1: General

TABLE 1-3: WHERE STOCKS ARE TRADED

Exchange or Other 1969 1968 1967 1966

New York Stock Exchange .. .. 476 481 497 517
American Stock Exchange .. ... 71 69 55 36
Regional stock exchange only. . . 9 11 12 9

Over-the-counter market:

Daily quotations ..... .. ... 42 39 32 32

Weekly quotations only .. .. .. 2 — 4 4
Not actively traded .. = .. ... _— = = 2
Total ........ . ... .. . .. 600 600 600 600

|

WHERE STOCKS ARE TRADED

As shown in Table 1-3, the great majority of the
companies included in the survey have securities traded
on the major stock exchanges. All the companies
selected are registered with the Securities and Ex-
change Commission and are reported in Moody’s In-
dustrial Manual. Three hundred and seventy-seven of
the companies were included either in Fortune’s 1970
list of the 500 largest industrial corporations or in its
list of the 50 largest merchandising firms.

COMPANY REPORTS

NATURAL BUSINESS YEAR

The natural business year is the period of 12 con-
secutive months which ends when a business’s activities
have reached the lowest point in its annual cycle. New
businesses generally recognize the advantages of the
natural business year and have adopted it in large
numbers.

For years, the accounting and legal professions,
printers, the SEC, and others interested in various
aspects of the year-end bottleneck have advocated the
adoption of the natural business year.

A total of 385 of the survey companies had fiscal
year endings in December or the weekend nearest to
the end of the calendar year. Due to corporate mergers
and the additions and deletions made to the 600 re-
ports surveyed, it is difficult to cite a trend in the num-
ber of companies adopting a natural business year.
Furthermore, it is recognized that the natural business
year for many companies coincides with the calendar
year. A summary of the months used for fiscal year

endings by the 600 survey companies is shown in
Table 1-4 for the year under review as well as 1968,
1967, and 1960.

Eight companies changed their fiscal year during
1969—four companies changed from a fiscal year to
a calendar year, one company changed from a calendar
year to a fiscal year, and three companies changed
from one fiscal year to another fiscal year.

Examples are presented below of explanations and
disclosures by companies of changes in their fiscal years
and of the periods for which financial statements are
presented for the year of change.

ACF INDUSTRIES, INCORPORATED
To the Stockholders:

At our last annual meeting we reported to stockholders our de-
cision to change our annual accounting period from an April 30th
year to a calendar year ending December 31. This is our first
report on the new basis.

Notes to Consolidated Financial Statements

Note 1 (in part): Principles of Consolidation—In 1969 the
Company changed its fiscal year from April 30 to December 31.
The consolidated statements of income and earned surplus and the
summary of changes in working capital are presented on a com-
parative basis for the calendar years 1968 and 1969.

AMK CORPORATION
Notes to Consolidated Financial Statements

Note 1 (in part): Principles of Consolidation—In 1969, the Com-
pany adopted the calendar year for financial reporting purposes
which conforms with the historical reporting practices of United.
During 1968 the Company reported on an October 31 fiscal year
basis which conformed with the reporting practices of John Morrell
& Co., the Company’s then largest subsidiary. The 1968 financial
statements have been retroactively restated to a calendar year basis.

TABLE 1-4: COMPANIES FISCAL YEAR ENDINGS

Companies with Year Ending in: 1969 1968 1967 1960

January (*98, 140, 386, 633) .. 22 23 20 16
February (*265, 269, 424, 563) . 12 13 10 10
March (*4, 405, 510, 677) . .. 18 17 13 11
April (*48, 285, 618, 665) ... .. 7 8 8 6
May (*249, 487, 651, 691) . . .. 9 8 8 6
June (*58, 103, 334, 574) .. ... 35 31 36 25
July (*148, 352, 415, 709) ... .. 14 13 12 12
August (*316, 428, 587, 656) . 17 16 16 16

September (*20, 113, 576, 664) . 36 40 36 33
October (*296, 362, 463, 545) .. 33 35 35 39
November (*220, 303, 694, 700) 12 11 12 20

Subtotal .. ... ... 215 215 206 194

December (*25, 159, 431, 589) . 385 385 394 406
Total .. ... ... ... ......... 600 600 600 600

* Refer to Company Appendix Section




Fiscal Year 3

HUDSON PULP & PAPER CORP.
To the Stockholders:

As previously reported to you, the fiscal year of the Corporation
has been changed so as to begin on January 1st of each year in-
stead of September 1st as heretofore. The following pages reflect
the results of operations for the four month period from September
1, 1969 to December 31, 1969, being the period between the end
of the last full fiscal year and the beginning of the first new
calGegndar year, and contain a balance sheet as at December 31,

Balance Sheet

As at As at
August 31, December 31,
1969 1969

Statement of Income and Retained Earnings
For the four months ended December 31, 1969.

Statement of Source and Application of Funds
For the four months ended December 31, 1969.

Notes to Financial Statements

General: Effective December 31, 1969, the Company changed its
fiscal year from August 31 to December 31.

AMERICAN SUGAR COMPANY
To the Shareholders:

The Board of Directors has approved a change in the annual
accounting period of the company, effective June 30, 1969, from
the calendar year to a fiscal year beginning July 1 and ending
June 30. This fiscal year will conform more closely with the na-
tural business cycle of the Spreckels division, and we believe that
the change will permit more efficient management planning and
control of that operation without affecting the other areas of the
company’s business.

Consolidated Income and Income Retained for Use in

Business

For The Calendar
Year Ended

December 31, 1968

For The Six Months
For The Six Months  Ended June 30, 1968
Ended June 30, 1969 (unaudited)

Consolidated Balance Sheets
June 30,
June 30, 1968
1969 (unaudited)

Notes to Financial Statements

Note 1: Principles of Consolidation—In 1969 the company
changed from a calendar year to a June 30 fiscal year. In con-
nection therewith, an adjustment has been made to income retained
for use in the business for production costs which would have been
absorbed if the company had been on a fiscal period ending June
30. Income for the six months ended June 30, 1968, has not been
restated to a June 30 fiscal year basis since the effect of the ad-
justments, which would have decreased previously reported income
by approximately $100,000 after taxes or $.03 per share, is not
considered material in relation to net income reported for the
period.

The financial statements include the accounts of American Sugar
Company and all of its wholly-owned subsidiaries. All significant
intercompany transactions and accounts have been eliminated in
consolidation.

Amounts relating to six months ended June 30, 1968, are un-
audited.

December 31,
1968

BROWN SHOE COMPANY, INC.
Financial Review

Fiscal Year: Beginning with 1969 the Company’s fiscal year ends
on the Saturday nearest to the end of October rather than on
October 31,

Statement of Consolidated Financial Position
November 1, October 31,
1969 1968

Consolidated Earnings and Consolidated
Stockholders’ Equity

Year Ended Year Ended
November 1, October 31,
1969 1968

DEL MONTE CORPORATION
To Our Shareholders and Employees

This is the first annual report issued since the Corporation
changed its fiscal year-end from the end of February to May 31.

Consolidated Statement of Earnings

Year Ended Year Ended
May 31, February 29,
1969 1968
Consolidated Statement of Financial Position
May 31, February 29,
1969 1968
Consolidated Statement of Changes in Working Capital
Year Ended Year Ended
May 31, February 29,
1969 1968

Notes to Financial Statements

Note B: Change in Fiscal Years—By action of the Board of
Directors on June 25, 1968 the fiscal years of the Corporation and
its subsidiaries were changed to end on May 31 (April 30 in the
case of certain foreign subsidiaries) instead of the last day of
February.

The results of operations for the transition period March 1,
1968 to May 31, 1968 (which are not indicative of a complete
fiscal year because of the seasonal nature of certain operations)
were as follows:

Sales and operating revenues . ... .......... .... $130,715,0_I§)9

Farnings retained for use in the business, Feb-

ruary 29, 1968 ... .. ... .. .. ... . $ 98,212,000
Earnings for the period ...... e 2,274,000
Cash dividends paid (does not include $3,160,000

declared May 2, 1968 and paid August 15,

1968) .. . (3,129,000)
Earnings retained for use in the business May 31,

e . ... $ 97,357,000

52-53 WEEK FISCAL YEAR

Table 1-5 shows that 105 companies were using a
52/53 week year in 1969 compared with 84 in 1967.
The great majority of companies which use the 52/53
week year select a year end on Saturday or Sunday.
The most common method of determining the end of

TABLE 1-5: ENDING OF 52-53 WEEK YEAR
Weekday Selected for End of Year 1969 1968 1967

Saturday (*48, 405, 675, 714) L 77 72 63
Sunday (*207, 318, 567, 6950) .. .. .. 25 20 16
Friday (*148, 321) B 2 2 3
Wednesday (*285) . ...... . ... .. 1 1 _2
Total .. ... .. ... ... ... ... . 105 95 84
Method for Determining End of Year
Selected weekday nearest end of month
(before or after) . ... . ... .. o 27 39 40
Last selected weekday in month . = . 21 30 22
Other, or not determinable . . A 57 26 22
Total . ... . .. . .. .. ... 105

e
B
)
i

* Refer to Company Appendix Section.




4 Section 1: General

the fiscal year is to select the Saturday (or Sunday)
nearest the last day of the month; the next most com-
mon is to select the last Saturday (Sunday) of the
month.

COMPARATIVE STATEMENTS

Chapter 2, Section A of Accounting Research Bulle-
tin 43, released in 1953 by the committee on accounting
procedure of the American Institute of Certified Public
Accountants, states in part:

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. . . .

All of the survey companies presented comparative
1968 amounts in their 1969 balance sheets. Only one
company failed to present a comparative income state-
ment. Furthermore, 122 companies omitted compara-
tive amounts for one or more of their statements of
source and application of funds, additional capital,
retained earnings, and stockholders’ equity.

ROUNDING OF AMOUNTS

Of the 600 companies covered in this survey for
1969, 213 presented their customary statements with

TABLE 1-6: COMPARATIVE CUSTOMARY STATEMENTS
Number of Companies with: 1969 1968 1965 1960

All statements comparative . .. .. 478 458"
All statements comparative ex- 516 437
cept Statement of Source
and Application of Funds ... 86 96
Other presentations with some
statements in comparative form 36 45 68 83
No statements in comparative
form

16 80

_o L _16 80
600 600 600 600

o

TABLE 1-7: ROUNDING OF AMOUNTS

Number of Companies* 1969 1968 1965 1960

Showing amounts to nearest

dollar .. .............. 380 413 508 556
Showing amounts to nearest

thousand dollars:

A: Presenting 000 .. ... ... . 148 132 70 20
B: Omitting 000 .. ........ 65 48 17 5
C: Other rounding ... ... .... 6 6 1 0
Showing cents ... ..... ... 1 1 4 19
Total ... ... .. ... 600 600 600 600

* Refer to Company Appendix Section—A: 9, 177, 225, 382, 441,
618; B: 39, 113, 256, 377, 502, 628; C: 126, 169, 233.

figures stated to the nearest thousand dollars. Of the
213 companies presenting statements with figures
rounded to the nearest thousand dollars, 148 compa-
nies rounded by showing the three zeros; the remain-
ing 65 companies rounded by omitting the three zeros
and stating the figures under a caption indicating
“thousands of dollars.”

The trend toward presentation of figures in thous-
ands of dollars may be observed from Table 1-7.

Four companies stated their figures in millions of
dollars, omitting the last six zeros, but showing figures
to the nearest hundred thousand by using a decimal.

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.

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.



Historical Summaries

TABLE 1-8: NOTES TO FINANCIAL STATEMENTS

Method of Referral*

General reference on financial
statements:
A: Without direct references .. 161 164 129 78
B: With direct references at
applicable captions . . 386 348
No general reference:

1969 1968 1965 1960

C: Direct reference at applicable 435 459
caption ........ .. ... 43 75

D: No reference to notes . . .. 10 13 18 43

No notes presented . . .. ... — — 18 20

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

* Refer to Company Appendix Section—A: 57, 190, 233, 347, 401,
g%? 253225, 306, 422, 509, 648, 714; C: 6, 122, 414, 574; D: 41,

All companies in the survey group submitted notes
to financial statements. The method of referral from
the statements to the notes is summarized in Table 1-8.
Ninety percent of the companies had a general refer-
- ence to the accompanying notes on the financial state-
ments. In addition to the general reference, a direct
reference to identified notes was made in captions on
the financial statements by 64 percent of the companies.
Twenty-six percent of the companies presented only
a general reference.

The most popular heading for the notes is Notes to
Financial Statements. Other expressions used for head-
ing are illustrated throughout this survey.

Notes on specific topics are illustrated in this book in
the sections dealing with such topics, and may be
found by refercnce to the Subject Index. Some exam-
ples of general references follow:

ALLIED CHEMICAL CORPORATION
The Other Financial Data and Notes to Financial Statements on
pages 14-16 are an integral part of these statements.

ATLAS CHEMICAL INDUSTRIES, INC.

See statement of the Company’s accounting principles on pages
7 and 8, and the accompanying notes to the financial statements
on page 13.

BURLINGTON INDUSTRIES, INC.

The financial review on pages 15, 16 and 17 and the accom-
panying notes are integral parts of these financial statements.

CELANESE CORPORATION
The accompanying notes and the information presented on pages
18 and 19 are integral parts of these financial statements.

DEERE & COMPANY

The notes to the consolidated financial statements on page 18
and the financial review on pages 10 through 13 are an integral
part of this statement.

GENERAL MILLS, INC.

See accompanying statement of accounting methods and notes to
consolidated financial statements on following pages.

GENESCO INC.

This page should be read in conjunction with the Financial
Review on pages 29, 30, 31 and 32.

KEYSTONE CONSOLIDATED INDUSTRIES, INC.

The accompanying notes are an integral part of the financial
statements.

NATIONAL BISCUIT COMPANY

Financial statements should be read in conjunction with the
notes to financial statements on pages 14 and 15.

SEARS, ROEBUCK AND CO.

See accompanying detail and notes to financial statements on
pages 19 and 21.

FINANCIAL PRESENTATIONS NOT COVERED BY
AUDITORS' REPORTS

About 90 percent of the annual reports in this survey
contain a highlights presentation and a historical sum-

TABLE 1-9: FINANCIAL PRESENTATIONS NOT COVERED BY
AUDITORS' REPORT

Significant Frequently Used Words in

Title of Historical Summary 1969 1968
Summary ... 257 239
Financial .. ... .. .. .. .. . . ... ... .. . . . 234 211
Review (or record) ... . ... . ... . ... ... 116 123
Comparative (or comparison) .. .......... 82 84
Statistics (or statistical) . .. ... . ... . . . ... 59 56
Highlights .. .. ... ... .. ... . . .. .. 44 40
History (or historical) ... ..... ... ... .. .. 22 20
Period Covered by Summary
More than 10 years .. ... . ..... .. . ... .. 32 20
10 years o 323 353
5 years or more, but less than 10 = == . . 179 158
No historical summary presented . .. .. . ... 66 69
Total .. .. . . . 600 600
Information Furnished
Combined statement of balance sheet and op-
erating data ... ... ... ... .. . ... ... 489 480
Operating data only ... . ... ... . .. .. .. .. 45 51
No historical summary presented ... .. ... .. 66 69
Total ... .. ... ... . ... . . 600 600
Highlights of Operations—Title Used*
A: Financial Highlights ... . .. . . . . 234 223
B: Highlights . ... ... . ... . .. ... .. .. 114 {200
C: Other Titles Using Term “Highlights” 79
D: The Year in Brief, Results in Brief, In
Brief, etc. .. .. ... ... . . 48 53
E: Other ... . .. .. .. . ... .. ... ... 76 66
No presentation of highlights . .. .. o 49 58
Total . ... . .. .. ....... 600 600

* Refer to Company Appendix Section—A: 62, 107, 174, 272, 436,
549: B: 10, 229, 374, 445, 563, 706, C: 51, 206, 245, 253, 333, 402,
606; D: 172, 249, 429, 578, 618; E: 67, 111, 188, 525, 632.
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mary. In most cases, these presentations of financial
data are not covered by the auditors’ report. The high-
lights are usually presented on the back of the front
cover or on the first or second page of the report and
almost invariably include data for two or more years.
The historical summary is frequently found immedi-
ately preceding or immediately succeeding the financial
statements covered by the auditors’ opinion and al-
ways includes financial data for no less than five
consecutive preceding years. A summary of the titles
used for each of these presentations and the number
of years covered by the historical summary is pre-
sented in Table 1-9.

Examples of Titles Used for Historical Summaries of
Financial Data

ABBOTT LABORATORIES
Ten Year Summary of Selected Financial Data

APCO OIL CORPORATION
Summary of Financial and Operating Data

BELDING HEMINWAY COMPANY, INC.
Ten Year Financial Comparison

CITY STORES COMPANY
Historical Comparison

CUMMINS ENGINE COMPANY, INC.
Consolidated Ten Year Summary

DAYCO CORPORATION
A Five-Year Comparative Growth Summary

M. H. FISHMAN CO. INC.
Ten-Year Summary
Dollars in Thousands (except per share amounts).

GAF CORPORATION

Five Year Financial Summary
Dollars in thousands except per share figures.

THE B. F. GOODRICH COMPANY
*Five Year Summary (1965-1969)

Dollars in thousands except amounts per share.
*Restated to include Ameripol, Inc.

HEWLETT-PACKARD COMPANY
Ten-Year Consolidated Summary

Dollars amounts in thousands, except per share figures.

INTERNATIONAL BUSINESS MACHINES
CORPORATION
Ten-Year Comparative Consolidated Statement of
Operations .

KRAFTCO CORPORATION

Ten Year Summary
Dollars amounts shown in thousands.

S. S. KRESGE COMPANY
10-Year Financial Review

Dollar amounts shown in thousands.

THE MACKE COMPANY
Years of Growth

000 omitted

THE MAY DEPARTMENT STORES COMPANY
Ten Year Performance Record

OLIN CORPORATION
Five-Year Financial Summary

PIPER AIRCRAFT CORPORATION
Ten Year Review

SAFEWAY STORES, INCORPORATED
Financial Highlights and Ten-Year Summary

THE SINGER COMPANY
Financial Summary

THE SUPERIOR OIL COMPANY
Seven-Year Financial Summary

Dollar amounts in thousands except where noted.

THE WURLITZER COMPANY
Financial Highlights
A Five Year Comparison

Examples of Titles Used for Financial Highlights

THE ANSUL COMPANY
Operating Highlights

THE BOEING COMPANY
Highlights

THE CARBORUNDUM COMPANY
Financial Highlights 1969

INTERNATIONAL MILLING COMPANY INC.
Financial Summary Year Ended February 28, 1969

IOWA BEEF PACKERS, INC.
Business in Brief

THE MAGNAVOX COMPANY
Financial and Growth Highlights

SUPERMARKETS GENERAL CORPORATION
Summary of Financial Highlights

TECUMSEH PRODUCTS COMPANY
Financial Position

VARIAN ASSOCIATES
The Year in Brief

WHEELING-PITTSBURGH STEEL CORPORATION
A Brief Analysis



Restatement of Prior Year Statements

ACCOUNTING POLICIES

RESTATEMENT OF PRIOR YEAR'S FINANCIAL STATEMENTS

Three hundred and thirty-six of the survey compa-
nies restated some or all of the prior year’s figures in
one or more of their customary financial statements.
Table 1-10 shows the various reasons for restatements
affecting the beginning balance of retained earnings
and for restatements involving the reclassification of
income statement accounts. Examples of restatement
references follow.

AMERADA HESS CORPORATION
Notes to Consolidated Financial Statements

Note 2: Accounting for Merger—Effective June 20, 1969, Hess
Oil & Chemical Corporation was merged into Amerada Petroleum
Corporation and the name was thereupon changed to Amerada Hess
Corporation. Under the terms of the merger, each share of Ame-
rada common stock became one share of $3.50 cumulative con-
vertible preferred stock, except for Amerada shares held by Hess
which were cancelled, Each share of Hess common stock became
one share of Amerada Hess common stock. The transaction was
treated as a pooling of interests for accounting purposes, and the
accompanying consolidated financial statements have been adjusted
to give effect to such accounting treatment. Net income for 1968
was restated as follows:

Net income as previously reported

Amerada ......... ... ... ... $65,565,682

Hess ... ... 28,190,549
Merger adjustments

Elimination of dividend income received by Hess

on Amerada common stock (net of tax) ..... . (3,415,417)
Adjustments to conform accounting practices . ... 200,812
Acquisitions on pooling of interests basis .......... 46,587
Net income as restated ................ .. ... ... $90,588,213

BOBBIE BROOKS, INCORPORATED
Notes to Consolidated Financial Statements

Note 1 (in part):Principles of Consolidation—The consolidated
financial statements include the accounts of the Company and its
subsidiaries, all of which are wholly-owned. Material intercompany
items and transactions have been eliminated in consolidation.

The accompanying statement of operations reflects, as “loss from
discontinued operations”, the operating results of divisions discon-
tinued in both the current and prior year. The net sales of such
divisions were $6,680,729 in fiscal 1969 and $13,788,147 in fiscal
1968. The 1968 statement has been recast, with no effect on net
loss, to reflect as “extraordinary items” certain charges previously
included in normal operations,

BRISTOL-MYERS COMPANY
Notes to Consolidated Financial Statements

Provision for Estimated Settlement of Litigation—The Company
has estimated that its liability under the present program looking
toward the settlement of treble damage litigation against the Com-
pany, American Cyanamid Company, Chas. Pfizer & Co., Inc., The
Upjohn Company, and Squibb Beech-Nut, Inc., plus related costs
and expenses, will amount to approximately $21,800,000. This
amcunt has been charged to operations (net of applicable income
taxes) for the years 1957 through 1961. Accordingly, the balance
of Retained Earnings and certain asset and liability accounts at
Deczmber 31, 1968 have been restated from amounts previously
reported to reflect, retroactively, this charge. During 1969 approxi-
mately $14 million was paid into an escrow account for the benefit
of claimants. Possible additional liability for claims not covered
by the present settlement program will not materially affect the
financial position of the Company.

TABLE 1-10: RESTATEMENT OF PRIOR YEAR'S
FINANCIAL STATEMENTS

Changes Affecting Opening
Balance of Retained Earnings 1969 1968 1967 1965

....... 150 163 114 49

Poolings of interests .

Prior years’ taxes .. ..... .. .. 14
Litigation T 11
Change in consolidation policy g 2 53 38
Other .. .. .. .. .. . . ... 33
Reclassifications Within the
Balance Sheet .. ... ... .. ... ... 101 149 83 77
Reclassifications Within the
Income Statement
Item previously applied directly
to retained earnings shown as
extraordinary charge
(credit) ... . . . . 7 14 18 3
Income taxes reclassified as
cost or expense .. ......... 27
Change from multi-step to 57 19 70
single-step .. ... .... . . , 21
Other . .. .. ... . ... .. .. 61 .
Total Presentations ... 433 435 287 237

Number of Companies

With comparative prior year
statements restated .. ..... .. 336 352 242 208

With comparative prior year
statements not restated ... . . 264 247 356 372

Without comparative prior year
statements . ... ... o 0o 1 2 20
Total . . .. 600 600 600 600

COLGATE-PALMOLIVE COMPANY
Notes to Financial Statements

Note 9: Accounting for Income Taxes—Before 1969, future
tax benefits resulting from deferral of the tax deductibility of esti-
mated provisions for certain liabilities were netted against the re-
lated liability or accrued taxes on income. These provisions relate
primarily to staff leaving indemnities and other reserves associated
with foreign operations and accrued marketing expenses.

In accordance with revisions in financial reporting requirements,
the tax benefits related to current liabilities have been included in
prepaid income taxes and other expenses, and the tax benefits re-
lated to deferred liabilities less deferred United States and foreign
taxes have been included in deferred income taxes and other assets
in the consolidated balance sheet as of December 31, 1969. In ad-
dition, certain prepaid expenses formerly classified as other assets
have been included in current assets. The consolidated balance
sheet as of December 31, 1968 has been similarly restated.

CURTISS-WRIGHT CORPORATION
Notes to Financial Statements

Note 3: Federal and Foreign Income Taxes—The Corporation
follows the practice of reducing the annual provision for federal
income taxes by the entire amount of investment tax credits allowed
which was $1,224,000 in 1969 and $940,000 in 1968.

Deferred federal income taxes have been provided in recognition
of timing differences in reporting certain items of income and
expenses in the Corporation’s financial statements and tax returns.
In accordance with current pronouncements of the Accounting
Principles Board, the tax effect of these timing differences have been
reflected on the accompanying balance sheets as net current de-
ferred taxes ($2,584,000 and $3,278,000 at December 31, 1969 and
1968, respectively included in federal income taxes recoverable)
and net noncurrent deferred taxes. For comparative purposes, fed-
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eral income taxes recoverable, deferred, and liability for federal
income taxes as previously reported at December 31, 1968 have
been reclassified.

. The effect of deferred taxes on the provisions for income taxes
in the accompanying statements of earnings is as follows:

1969 1968
Taxes currently payable ...... ... ... .. $8,100,000 $7,500,000
Increase (decrease) in deferred taxes.... (1,300,000) 1,000,000
$6,800,000  $8,500,000

THE GRAND UNION COMPANY
Notes to Financial Statements

Note 10: Statement Presentation—Effective March 1, 1969, the
company has classified prepaid expenses and operating supplies as a
current asset. In addition, income taxes have been classified in a
manner to comply with a recent opinion of the Accounting Prin-
ciples Board. The prior period financial statements have been re-
classified for comparability.

EX-CELL-O CORPORATION
Notes to Consolidated Financial Statements

Note 1: The consolidated financial statements include the ac-
counts of Ex-Cell-O Corporation and all wholly-owned domestic
and foreign subsidiaries. Investments in two non-consolidated ma-
jority-owned foreign subsidiaries are adjusted annually for the Com-
pany’s proportionate share of earnings or losses; investments in
other affiliated companies are carried at cost.

During 1969, the Company made certain changes in account
classifications to provide for a realignment of product lines which
in the opinion of Management more accurately represent their
current diversification. Accordingly, the financial statements for
1968 have been restated to reflect these and other reclassifications.
Additionally, earnings per share for 1968 have been restated to
reflect a computation based on the average number of shares out-
standing during the year.

FOOD FAIR STORES, INC.
Notes to Financial Statements

Note 6: In conformity with the requirements of Accounting
Principles Board Opinion No. 11, the tax benefits of net operating
loss carryovers relating to certain subsidiaries which previously
had been deducted from the current tax provision, are now credited
as an extraordinary item, For comparative purposes, and without
affecting net income, the appropriate accounts have been restated
for the fifty-two weeks ended April 27, 1968.

HOLLY SUGAR CORPORATION
Notes to Financial Statements

Note 2:Net Sales—Net sales for the fiscal years ended March 31,
1969, and 1968 exclude by-product sales. These sales, less related
costs, have been credited to cost of sales.

INTERNATIONAL MILLING COMPANY INC.
Notes to Consolidated Financial Statements

Note 1 (in part): Principles of Consolidation—The consolidated
financial statements include the accounts of the Company and all
subsidiaries. Accounts of Canadian and other foreign subsidiaries
have been translated into U. S. dollars at appropriate rates of ex-
change. Net assets of such subsidiaries at February 28, 1969 ag-
gregated $36,680,415, including $16,105,178 of net current assets.
Net earnings derived from such foreign subsidiaries and approxi-
mate 50%-owned foreign companies were $3,649,883 for fiscal year
1969 (see Note 2) and $2,637,268 (unaudited) for fiscal year 1968,
after provision for deferred taxes on anticipated remittances of
foreign earnings. )

In previous reports, Canadian dollar operating figures were in-
cluded in the statement of consolidated earnings at one Canadian
dollar equals one U. S. dollar with an adjustment in miscellaneous
deductions to convert such net earnings to their U. S. dollar equi-
valent. Comparative operating figures for 1968 have been restated
(with no effect on previously reported net earnings) on a fully
translated basis to conform to the 1969 presentation. Balance
sheet and operating figures previously presented on a net of tax
basis have also been reclassified to show deferred income taxes
separately.

RALSTON PURINA COMPANY
Summary of Accounting Principles and other
Financial Data

Income Taxes (in part)—The provision for income taxes in-
cludes federal, foreign and state taxes. Previously state income

taxes were included in administrative, research, distribution, and
general expenses. The prior years’ figures have been restated to give
effect to this change in classification.

REYNOLDS METALS COMPANY
Notes to Consolidated Financial Statements

Note A (in part): Principles of Consolidation and Carrying
Ainounts for Unconsolidated Subsidiaries and Associated Com-
panies—The accounts of the Company and wholly owned subsidi-
aries (except finance companies) and Canadian British Aluminium
Company Limited (CBA), approximately 84% owned subsidiary,
are included in the consolidated financial statements. An additional
investment during 1968 in CBA, which previously was an associated
company, resulted in it becoming an unconsolidated subsidiary, Its
fiscal year was changed from July 31 to December 31 and its
accounts were consolidated initially at January 1, 1969. However,
for purposes of comparison, the consolidated balance sheet at
ggcl:fmber 31, 1968 has been restated to include the accounts of

USM CORPORATION
Notes to Consolidated Financial Statements

Note C: Hanover Litigation Settlement—On June 17, 1968, the Su-
preme Court reversed the judgment of the Court of Appeals for
the Third Circuit in The Hanover Shoe, Inc. case and remanded
the case for further proceedings consistent with its opinion, which
in effect, reinstated the award by the District Court against the
company.

This litigation was settled with Hanover for $6,100,000 and has
been reflected, net of related tax benefit, as a prior adjustment to
retained earnings.

CHANGES IN ACCOUNTING PRINCIPLES

Table 1-11 summarizes the changes in accounting
principles disclosed by the survey companies and the
manner in which such changes were reflected in the
financial statements. The most frequent change was a
change in depreciation policy—usually from an accel-

TABLE 1-11: CHANGES IN ACCOUNTING PRINCIPLES

Accounting Principle Changed 1969
Depreciation policy .................. ... ..... 35
Consolidation policy and valuation of investments .. 34
Deferred tax accounting ... . ... ............... 17
Capitalization of expenditures .... . ......... .... 16
Inventory valuation . ... . . ... ... . ... .. 15
Other . . ... ... . . 25
Total .. . . .. ... ... .. 142
Presentation in Financial Statements
Retroactive restatement .. ... . .............. ... 51
Retained earnings adjusted .......... .. ... .. .. 10
No adjustment of prior years:
Effect on prior years disclosed ... ... ....... 8
Effect on current year disclosed ... .. ... ... ... 73
Total . ... .. . ... .. ... 142
Number of Companies
Disclosing changes in accounting principles_ ....... 121
Not disclosing changes in accounting principles .. .. 479
Total ... . .. . ... ... 600




Changes in Accounting Principles

erated method to the straight-line method. Examples
of changes in accounting principles are shown below
and in connection with Table 6-9.

Depreciation Policy

AMERICAN BILTRITE RUBBER CO., INC.
Notes to Consolidated Financial Statements

Note H: Depreciation and Amortization—The provision for de-
preciation and amortization of plant and equipment amounted to
$4,266,659 in 1969 and $5,098,861 in 1968. In 1969, the Company
changed its method of providing depreciation for financial state-
ment purposes from accelerated methods used in the prior year
to the straight-line method with respect to a substantial portion of
its depreciable assets. As a result of this change, net earnings in
1969 were increased by approximately $350,000 or an increase in
primary earnings of approximately $.12 per share.

AMERICAN ENKA CORPORATION
Notes to Consolidated Financial Statements

Note 5: Depreciation and Deferred Taxes—Effective with the
beginning of the year, the Company changed from the double-
declining balance to the straight-line method of computing depre-
ciation of substantially all fixed assets for financial statement pur-
poses. The Company continues to use the guideline procedure and
accelerated methods for tax purposes and to defer resulting tax
benefits. As a result of the change, net income for fiscal 1969 was
increased by $2,380,000 or $.30 a share.

COPPERWELD STEEL COMPANY
Notes to Financial Statements

Note 3: The change in 1969 as to computing depreciation for
financial reporting purposes, the Company’s practices as to com-
puting depreciation for income tax purposes and for providing de-
ferred income taxes, and the amount of investment credit applied
to reduce the tax provision are set forth in Depreciation and In-
vestment Credit.

Review of 1969

Depreciation and Investment Credit—The provision for depre-
ciation in 1969 was $2,797,125, compared with $4,973,621 in 1968.

At the beginning of 1969, the Company changed its method of
computing depreciation from the “sum of the years digits” method
to the ¢straight-line” method which allocates total depreciation
equally over the estimated life of the asset. The effect of this
change was to increase earnings for 1969 by $918,852, equal to
$0.38 per share.

For the purpose of determining its federal income tax liability,
the Company, since 1962, has calculated depreciation allowances
on the basis of guideline lives established by the United States
Treasury Department. Use of guideline depreciation allowances,
which are in excess of the provision for depreciation recorded
on the books, does not affect the Company’s earnings, but results
in deferring the payment of a portion of federal income tax lia-
bility to later years. The Company also provides deferred taxes
for other significant transactions that are included in different
periods for financial and tax reporting purposes.

The Internal Revenue Service has proposed a change in the
guideline depreciation allowances claimed in the Company’s fed-
eral income tax returns for 1962, 1963 and 1964. The Company
has protested this proposal. Any resultant additional liability will
be offset by a reduction of federal income taxes deferred.

Consolidation Policy

AVCO CORPORATION
Financial Review

Basis of Reporting: As of November 30, 1969, Avco’s finance
and insurance subsidiaries, which had previously been fully con-
solidated, are shown in Avco’s statement of consolidated financial
position at the cost of Avco’s investments plus its share of the
undistributed earnings of such subsidiaries since their acquisition.
Avco’s equity in the earnings of such subsidiaries is reflected in

9

consolidated earnings. Consolidated financial statements for 1968
have been restated to conform to the 1969 treatment; the restate-
ment had no effect on amounts previously shown for consolidated
stockholders’ equity or net earnings. Combined financial state-
ments for Avco’s unconsolidated finance companies (which include
their insurance subsidiaries) and combined financial statements for
Avco’s unconsolidated non-finance insurance subsidiaries are shown
separately.

THE CESSNA AIRCRAFT COMPANY
Notes to Consolidated Financial Statements

Note 1 (in part): Basis of Consolidation—In 1969, the com-
pany included in consolidation the accounts of its wholly-owned
foreign manufacturing subsidiary, Cessna Industrial Products Lim-
ited (UX.)—not previously consolidated. For comparative pur-
poses, the 1968 financial statements are restated. Such restatement
decreased earnings reinvested in business at October 1, 1967 by
$2,118,137 and decreased net earnings for the year ended September
30, 1968 by $12,852 from amounts previously reported.

As of October 1, 1968 Aircraft Radio Corporation, formerly a
consolidated wholly-owned manufacturing subsidiary, was merged
into the parent company and operates as a division.

The investment in the foreign affiliate is stated at cost, which
approximates Cessna’s equity in the net assets. Investments in the
company’s wholly-owned domestic finance subsidiaries, Cessna Fi-
nance Corporation and Cessna International Finance Corporation
(formed in 1969) are stated at Cessna’s equities in the net assets
of the subsidiaries and include $2,000,000 of subordinated notes
receivable from one of the subsidiaries.

PENNWALT CORPORATION
Notes to Consolidated Financial Statements

Principles of Consolidation (in part): In 1969, Pennwalt ex-
changed 29,999 shares of its common stock for the business and
net assets of Whitford Chemical Corporation, which has been
accounted for as a pooling of interests; however, the 1968 con-
solidated financial statements have not been restated since amounts
applicable to Whitford are not significant.

The consolidated financial statements include all significant
wholly-owned subsidiaries. In order to conform with this policy,
during 1969, the Company made minor changes in its consolida-
tion principles. One foreign subsidiary is being consolidated for
the first time in 1969 and certain foreign subsidiaries, previously
consolidated, are not being consolidated in 1969. These changes
resulted in increased net sales of $4,100,000 in 1969, with an in-
significant effect on net earnings.

Valuation of Investments

GRUMMAN CORPORATION
Consolidated Statement of Shareholders’ Equity (in part)

Retained
Earnings
Shareholders’ Equity at January 1, 1969 ...... ... $112,056,060
Adjustment of investment in unconsolidated subsid-
iary from a cost basis to equity in net assets
at January 1, 1969 (Note 1) ....... ...... .. 203,436
Cash dividends paid—$1.00 per share ........ (7,205,866)
Net income for the year .......... ... ... .. .. 22,087,714
Shareholders’ Equity at December 31, 1969 ... ... $127,141,344

Note 1. The consolidated financial statements include all sub-
sidiaries other than a wholly owned financing and leasing company.
Effective January 1, 1969, the investment in the uncensolidated
subsidiary, previously valued at cost, was adjusted to reflect the
Company’s equity in the net assets of the subsidiary. Accordingly,
consolidated retained earnings at January 1, 1969 have been ad-
justed to include earnings accumulated in prior years, and con-
solidated net income for 1969 includes net income of the subsidiary,
which is not significant.

LIGGETT & MYERS INCORPORATED
Notes to Financial Statements

Note 1 (in part): Principles of Consolidation, Acquisitions, etc.—
As of January 1, 1969, the basis of stating investments in uncon-
solidated foreign subsidiary companies was changed from cost to
cost as adjusted to give effect to equity in earnings since dates of
acquisition, This change in accounting practice decreased net
earnings for 1969 by $1,256,000. The accompanying consolidated
financial statements for 1968 were not restated to give retroactive
effect to such change since the amount applicable to periods prior
to January 1, 1969 is not material.
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MOBIL OIL CORPORATION
Financial Review

Earnings and Dividends (in part): Mobil's consolidated income
in 1969, before the extraordinary item described below, reached
a record of $456.5 million ($4.50 per share), an increase of 6.0%
over the previous high of $430.7 million ($4.26 per share) earned in
1968. For purposes of comparison, net income for 1968 has been
restated to reflect a change in accounting practice, described in
Investments and Long-Term Receivables, which was adopted in
1969. This accounting change increased net income in 1969 by $4.0
million and in 1968 by $2.5 million.

Investments and Long-Term Receivables: Mobil adopted in
1969 the practice of including in net income its equity in the
earnings or losses for the year of certain companies owned 50%
or less. Previously, only dividends from these companies had been
included in earnings. This new practice is limited to companies in
which Mobil has a substantial investment and which are directly
involved in petroleum or chemical activities.

In addition to the effect on net income described under Earn-
ings and Dividends, the total investment in these affiliates and
earnings retained in the business now include Mobil’s equity in
the undistributed earnings since acquisition of these affiliates, after
appropriate adjustments, As a result, earnings retained in the
business at the beginning of the years 1968 and 1969 are more
than the amounts previously reported by $20.2 million and $22.7
million, respectively.

Mobil’s investments in other less-than-majority owned companies
continue to be stated at cost less applicable reserves, which is less
than its equity in the net assets of such companies. Dividend in-
come from these companies during 1969 amounted to $16 million,
approximately equal to the corporation’s equity in the earnings of
these companies for the year,

SCOVILL MANUFACTURING COMPANY
Notes to Financial Statements

Note A (in part): The consolidated financial statements include
the accounts of all subsidiaries of the Company except for three
foreign subsidiaries which are not significant. At December 28,
1969, the investments in the fifty percent owned companies have
been stated at cost plus equity in net earnings since acquisition.
Prior to 1969, such investments were carried at cost, and earnings
of these companies were included in the consolidated financial
statements only to the extent received as dividends. The effect of
this change was to increase net income for 1969 by $296,000. The
difference between the carrying amounts and the Company’s equity
in the net assets of unconsolidated subsidiaries and fifty percent
owned companies is not significant.

During 1969, the Company acquired, for cash, 100% interest
in Dominion Electric Corporation and 50% interest in an Aus-
tralian company. The results of operations of the purchased busi-
nesses have been included in the accompanying financial statements
from dates of acquisition.

Deferred Tax Accounting

HARNISCHFEGER CORPORATION
Financial Notes

Note 3: Income Taxes—Federal income tax returns have been
examined for the years through 1968. The Company has been as-
sessed additional income taxes for the years 1966 through 1968
for which adequate provision has been made.

In 1969, the Company changed its method of accounting for in-
come taxes in accordance with new tax allocation accounting re-
quirements effective for the Company this year. This change,
which related to certain timing differences between financial and
tax accounting, had the effect of reducing the provisions for in-
come taxes and increasing net income by $154,000, equal to $.12
per common share.

The provisions for income taxes included in the 1969 Consoli-
dated Statement of Income in the net amount of $940,000 include
$764,000 of current tax provisions and $176,000 representing the
net effects of timing differences, including the accounting change
described above. Current federal tax provisions have been reduced
by investment tax credits of $105,000 in 1969 and $130,000 in
1968.

THE WURLITZER COMPANY
Notes to Financial Statements

Note 4: Changes in Accounting Procedures—The Company made
certain changes in accounting procedures during 1969 to comply
with Opinions Nos. 5 and 11 of the Accounting Principles Board
of the American Institute of Certified Public Accountants.

The long-term leases under which the Company occupies plant
facilities in Mississippi are now accounted for as installment
purchases of property and the assets and corresponding liabilities
are included in the accompanying balance sheet. The balance
sheet as of March 31, 1968 has been restated to include these
assets and liabilities on a comparable basis. A further addition
of approximately $800,000 to the Mississippi plant facilities is
now under construction under similar lease arrangements.

Prior to 1969, the Company provided deferred income taxes
on differences in earnings determined for tax and financial ac-
counting purposes resulting from variations in methods of com-
puting depreciation and realized gross profit on installment sales.
In 1969, the Company also recorded the income tax effect of the
excess of provisions for losses on receivables over amounts expected
to be deductible currently.

Net earnings for 1969 were increased approximately $301,000 as
a result of these changes in accounting.

Capitalization of Costs

ALLIS-CHALMERS MANUFACTURING
COMPANY
Notes to Financial Statements

Note 7: Accounting Changes—Effective January 1, 1969, the
Company adopted the policy of capitalizing the costs of patterns
for financial accounting purposes. The costs of patterns will be
depreciated over periods of 4 and 8 years, whereas, prior to 1969,
the costs were expensed as incurred, This change resulted in an
increase in net income for 1969 of $411,112, equal to $.03 per
common share.

As explained in Note 1 to the combined financial statements of
the finance subsidiaries on page 31 of this report. Allis-Chalmers
Credit Corporation changed its method of recording finance in-
come in 1969. Since the net income of the finance subsidiaries is
included in the consolidated income statement of Allis-Chalmers
under the equity method of accounting, this change resulted in an
increase in consolidated net income for 1969 of $529,207, equal
to $.04 per common share.

COLLINS RADIO COMPANY
Notes to Financial Statements

Note 2: New Product Design—Increased requirements for total
systems which require longer development cycles have resulted in
the classification of the cost of new product design as a non-
current asset. At August 1, 1969, Company sponsored new product
design amounted to $10,428,000 net of amortization and customer
sponsored effort on equipment for new generation airframes totaled
$2,528,000. Company sponsored expenditures include $5,470,000 of
deferred research and development relating to new product design
which was previously expensed as incurred. With this change in
accounting practice, net income and net income per share for the
year ended August 1, 1969 have been increased $2,582,000 and
87¢ per share, respectively.

THE MACKE COMPANY
Notes to Financial Statements

Note 3: Changes in Accounting—The Company adopted as of
October 1, 1968, the practice of capitalizing systems development
costs, In addition, in 1969, the practice previously adopted by the
parent company of inventorying equipment replacement parts was
adopted by major subsidiaries. The effect of these changes was to
increase net income by $328,000 (13¢ per share) in 1969.

PHOENIX STEEL CORPORATION
Notes to Financial Statements

. Note 4: Start-Up Costs—When the Claymont plant’s new facili-
ties began operation in October 1968, the generally accepted ac-
counting policy of deferring certain start-up costs was adopted.
This deferral was to continue through June 30, 1969, by which
time it was anticipated that the plant would be at break-even point
or operating profitably. However, production costs far in excess of
management’s original estimates continued to be incurred through
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September 1969._Ther§fore, after reappraisal of all pertinent facts,
management decided it was more prudent and realistic under the
circumstances to expense all deferred start-up costs, Accordingly,
all'such costs, from October 1968 through June 30, 1969 aggre-
gating $6,115,143! were charged to cost of goods sold in September
of 1969. Of this amount, $1,686,545 represents costs deferred
through December 31, 1968, All similar production costs have
been charged against operations since June 30, 1969.

THE SIGNAL COMPANIES, INC.,
Notes to Financial Statements

Note 2 (in part): Changes in Accounting Methods—Effective Jan-
uary 1, 1969, The Qarren Corporation (a wholly-owned subsidiary)
commenced deferring costs applicable to certain product develop-
ment programs (large programs which have a relatively long term
period between commencement of development and final shipment
of expected production orders). Such costs are to be amortized on
a unit basis as production shipments are made. As a result of this
change in accounting method, net income for the year ended
December 31, 1969 was increased by $12,644,000 (equivalent to
$.61 a share). At December 31, 1969, such deferred costs amounted

to $25,595,000.

A. O. SMITH CORPORATION
Notes to Financial Statements

Note 5: Model changeover costs—In 1969 the Company adopted
the policy of deferring model changeover costs (tooling and facility
rearrangement related to specific models) and amortizing these costs
to operations over the anticipated life of the related model, generally
four years. Previously such costs were charged to operations as in-
curred. As a result of this change in accounting, 1969 net earnings
were increased $474,000 ($.19 per share). For income tax purposes,
the Company continues to deduct these costs as incurred and de-
ferred federal income taxes have been provided.

Inventory Valuation

GULF+WESTERN INDUSTRIES, INC.
Notes to Consolidated Financial Siatements

Note B: Changes in Accounting Methods—Effective August 1,
1968, the Company’s wholly-owned subsidiary, Paramount Pictures
Corporation, changed its method of amortizing the costs of feature
films. The theatrical portion of such costs of feature films released
prior to August 1, 1968 is being amortized by a 104-week table,
based on the passage of time from date of general release of the
films. Commencing with films released in the 1969 fiscal year, such
costs are amortized on a picture-by-picture basis in the proportion
that the theatrical film rentals realized bear to the estimated total
theatrical film rental. At the time that the total revenue estimate
indicates a loss from a picture, the full amount of the loss is ex-
pensed and inventory costs are reduced by the same amount. In
addition, effective with the 1969 fiscal year, abandoned film prop-
erties are expensed, rather than allocated to other productions as in
prior years. These accounting changes to the individual picture
method had the effect of increasing fiscal 1969 cost of goods sold
and reducing year-end inventory by approximately $22 million.

Also effective in the 1969 fiscal year, those subsidiaries of the
Company which formerly determined the costs of their inventory
using the Last-In, First-Out method changed to the First-In, First-
Out method which had the effect of decreasing cost of goods sold
and increasing year-end inventories by approximately $7 million.

The net effect of the above changes resulted in a reduction of
net earnings of approximately $7 million ($.34 a share on a primary
basis) for the year ended July 31, 1969.

MASONITE CORPORATION
Notes to Financial Statements

Note 7: Inventories—During the year standard cost systems were
introduced at substantially all manufacturing plants as a means of
improving our cost control systems. The standards approximate first-
in, first-out costs, and the effect of changing from average costs has
no significant effect on the accompanying financial statements.

MIDWEST RUBBER RECLAIMING COMPANY
Notes to Financial Statements
Note 2: Change in Accounting Principles—Effective November 1,

1968 the company changed its method of inventory pricing from
weighted average cost to LIFO for all inventories, except mainte-

nance supplies and all inventories of its foreign subsidiary, the
latter approximating $191,000. This change had the effect of reducing
fiscal 1969 net income by approximately $85,000 ($.19 per share),
after income tax effect of $95,000.

THE UNITED STATES SHOE CORPORATION
Notes to Consolidated Financial Statements

Note 2: Inventories—Prior to October 31, 1969, one subsidiary
used the last-in, first-out (LIFO) method of valuing certain of its
inventories for both financial reporting and income tax purposes.
In order to conform the inventory pricing procedures of this sub-
sidiary with those of the Company and its other subsidiaries, the
Company adopted, as of October 31, 1969, the procedure of re-
flecting the LIFO inventories on a first-in, first-out (FIFQ) basis
in the consolidated financial statements. The effect of this change
has been applied retroactively and, as a result, consolidated retained
earnings at October 31, 1967, have been increased by $476,221, and
net earnings for the year ended October 31, 1968, have been de-
creased by $59,221 ($.01 per share), from amounts previously
reported.

WHITE CONSOLIDATED INDUSTRIES, INC.
Notes to Financial Statements

Note B: Inventories—Inventories are priced at lower of cost
(principally first-in, first-out) or market and consist of the follow-
ing:

Finished products, merchandise and service parts

Manufacturing and contract work in process, raw

materials and supplies, less progress billings on
contracts of $4,280,867 ..... .. ... .. .. ........ 107,072,319

Total ... .. ... $220,455,027

$113,382,708

In 1969 certain of the Corporation’s subsidiaries changed their
method of accounting for major long-term construction contracts
from the completed contract to the percentage-of-completion meth-
od. Under the latter method, income is recognized based on the
estimated stage of completion of individual contracts as determined
by Corporation engineers. Contract work in process represents the
excess of accumulated costs and progress profits over billings on
uncompleted contracts.

Accordingly, net sales for 1969 include $62,219,037 of contract
revenues related to uncompleted contracts at December 31, 1969,
and net income after provision for deferred federal income taxes
was increased $2,474,664 or $.24 a share.

Also, in 1969, certain of the Corporation’s subsidiaries changed
the method of determining cost of certain inventories from the
last-in, first-out to the first-in, first-out method. Accordingly, the
income after provision for deferred federal income taxes was in-
creased by $883,675 or $.09 a share.

PRODUCT LINE REPORTING

In September 1967, the Accounting Principles Board
issued Statement 2—Disclosure of Supplemental Fi-

TABLE 1-12: PRESENTATION OF SALES INFORMATION

Sales Information Presented 1969 1968
By product line ................ ... 152 140
By division or subsidiary . ... ... . ... ... 117 65
Total foreign sales .. ... .. ... .. ... ... ... 103 53
For sales to government .. .. ... . o 61 35
For particular industry or type of customer. . S8 46
By geographic areas . . o R 19 32
Total .. .. . ... ... 510 371
Number of Companies
Presenting information as to source of sales. . 319 264
Not presenting any such information ... .. . 281 336
Total ... .. .......... 600 600
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nancial Information by Diversified Companies. Para-
graphs 11, 12, and 13 of the Statement follow:

11. For the present, the Board urges diversified
companies to review their own circumstances care-
fully and objectively with a view toward disclosing
voluntarily supplemental financial information as to
industry segments of the business.

12. An increasing trend by diversified companies
to disclose such information is now evident. Specific
examples of supplemental disclosures that are being
made by some companies at the present time are
as follows:

(a) Revenues by industry activity, or type of

customer

(b) Revenues and profits by separable industry

segments

(c) Separate financial statements of segments of

the business which operate autonomously
and employ distinctly different types of capi-
tal structure, such as insurance or bank
subsidiaries of merchandising or manufac-
turing companies

(d) Revenues by type of industry activity and

type of customer, together with a general
indication of the profitability of each cate-
gory

(e) Information that the operations of a seg-

ment of the enterprise are resulting in a
loss, with or without disclosure of the
amount of such loss.

13. The Board believes that the experience de-
rived from voluntary disclosure efforts, together with
the conclusions to be derived from research activi-
ties and further study, should provide it with a
sound basis for making a definitive pronouncement
in the future on the need for, and extent of, dis-
closure of supplemental financial information by
diversified companies.

As indicated by Table 1-12, more than one-half of
the survey companies disclosed their sources of rev-
enue. The most prevalent method of presenting sales
information was by product line. However, there were
marked percentage increases in presentations disclos-
ing sales to government, sales by division or subsidiary
and total foreign sales. Many companies presented their
sales information several ways, e.g., by product line,
by geographic area and by type of customer.

Table 1-13 shows the number of companies that
disclosed supplemental profit information in their 1969
annual reports. There has been a noticeable increase
in the number of companies disclosing profit informa-
tion. Whereas last year only 131 companies presented
profit information, this year 225 companies presented
such information. Companies presenting profit infor-

TABLE 1-13: PRESENTATION OF PROFIT INFORMATION

Profit Information Presented 1969 1968
Analysis of profits
Domestic:
By divisions, departments or subsidiaries 53 26
By product line ..... .......... .. ... 30 27
Other ... ... ......... ... .. ... ... 12 3
Foreign:
Total profit from foreign operations . .. 87 37
Profit analyzed by geographic areas .... 12 13
Subtotal .. ... ... .. .. ... ... 194 106
Separate financial presentations for subsid-
laries or groups of subsidiaries
Domestic .. ...... ... ... .. ... ... .. 48 32
Foreign ... ... ... . . .. .. . ... . ... ... 17 12
Subtotal . ... ... ... ... .. ... . 65 44
Comment on segment of business operating
at a loss
Domestic:
Division or department . . ... .. . . 24 6
Subsidiary .. ..... ... ... ... ... ... 12 10
Other ... . ... ... .. . . .. ... ... 4 2
Foreign ... ... ... ... .. . .. . ... .. .. ... 10 2
Subtotal .. ... ... .. ... .. .. . . 50 20
Total ................... .. 309 170
Number of Companies
Presenting supplemental profit information. . 225 131
Not presenting such information .. .. . . .. . 375 469
Total ... ................. . 600 600

mation for foreign operation usually disclosed only the
total amount of foreign earnings.

The examples which follow illustrate various meth-
ods used to present information as to revenue and
profits.

Sales by Division, Product Line, Etc.

THE DOW CHEMICAL COMPANY
World Operations

SALES
1969 %
(millions) % of Total
1969 1968 Change Company
United States ........ $1,154.6 $1,103.8 -+ 4.6 642
Europe/Africa ... .. .. 351.1 283.0 +24.0 195
Canada ..... ........ 119.9 1119 4+ 7.1 6.7
Latin America ........ 107.5 1018 -+ 56 6.0
Pacific ............ .. 64.0 52.0 +23.1 3.6
TOTAL ............ $1,797.1  $1,652.5 + 8.8 100.0
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THE BENDIX CORPORATION
Financial Highlights

Commercial—Industrial 1969
Automotive .. ... . . . $ 390,662,000 27%
Auporpation—Scientiﬁc - 170,295,000 12%
Aviation ... .. . . . 116,229,000 8%
Electronicst . ... . .. ... 22,325,000 1%
Oceanics .. ... ... . . . . . 4,886,000 —
Miscellaneous .. ...... .. 90,697,000 6%
Total* ... ... ... . . . . . $ 795,094,000 54%
Government
Aviation ... .. .. . ~ $ 338,547,000 23%
Space ... ... ... .. 176,910,000 12%
Missile . ....... . .. . . 50,850,000 4%
Electronicst ... . ... . .. 45,489,000 3%
Oceanics ... ... .. .. .. .. 22,735,000 2%
Automation—Scientific 4,628,000 —
Miscellaneous .. ... . 22,677,000 2%
Total* ... . .. .. $ 661,836,000 46%
Grand Total* .. .. .. $1,456,930,000 100%

* Excludes royalties and other operating income.
t Not included in other classifications.

GENESCO INC.
To Our Stockholders

Our 1969 activities are condensed in the table below,
which breaks down sales by several categories to show
relative importance. Figures include intra-company trans-
actions as well as outside sales. Sales in “other countries”
include non-consolidated companies some of which are not
wholly owned.

1969 Sales Volume Percent
(000,000’s
omitted)
By Type of Product
Clothing and accessories .. ... .. . $ 664 52%
Footwear .. ..... .. ... .. ... .. 420 33%
Materials, components, and other items 187 15%
$1,271 100%
By Functions
Manufacturing ... ... ... ... ... $ 780 61%
Retailing .. = . A . 491  39%
$1,271 100%
By Type of Consumer
Civilian . . . ' o $1,241  98%
Military ... ... .. . .. . . 30 2%
$1,271 100%
By Geographic Location
United States of America . = . .. $1,219 89%
Other Countries .. .. ... ... ... .. . . 149 11%

(including non-consolidated sales) $1,368 100%

JEWEL COMPANIES, INC.
Results in Brief

1969 Fiscal Fiscal % Increase
% to Year Year 1969 Over
Total 1969 1968 1968

(Total dollars in thousands except per share figures)
Sales:

Supermarkets ... ... .. 75.8% $1,109,920 $1,016,655 9.2%
Drug Stores ...... ... 11.0 160,456 135,745 18.2
Direct Marketing

Division ..... .. .. 5.4 79,672 83,503 (4.6)
Self-Service Department

Stores ........ ... 52 76,362 58,991 294
Restaurants ... ... . ... 1.0 14,963 15,600 (4.1)
Wholesale and other . 1.6 22,945 22,225 32

Total sales ... .. . 100.0% 1,464,318 1,332,719 99%

NORTHROP CORPORATION
Financial Review

Sales and Earnings—Net sales of Northrop Corporation rose to
$561,201,000 for the year just ended—the 5th year of consecutive
increases since fiscal 1964, The year’s sales were 15.6% higher than
in_the preceding year. Of particular importance is the fact that
sales to customers other than the U.S. Military more than doubled.
These sales, as shown in the Financial Highlights, increased from
$129,872,000 in fiscal 1968 to $265,841,000 in fiscal 1969. This in-
crease, which amounted to $135,969,000, included $97,213,000 in
sales to the Boeing Company, on the 747 and other programs.

The major product areas responsible for the fiscal 1969 sales
growth are shown in the following table:

Summary of Sales by Major Product Area

Product Line Percent 1969 1968
Aircraft ... ... . ... ... 49.6% $278,364,000 $188,582,000
Communications . . ... .. 15.1 84,508,000 100,009,000
Electronics . ... ... ... 19.6 109,873,000 85,706,000
Weaponry ... ... ..... . 8.8 49,285,000 54,240,000
pace .......... ...... 3.2 18,272,000 21,650,000
Other .......... .. ..... 3.7 20,899,000 35,317,000
100.0%  $561,201,000  $485,504,000

SPERRY RAND CORPORATION
Financial Review

Sales: Consolidated sales of products and services for the year
ended March 31, 1969 amounted to $1,607,340,388. While this
represented only a 3% increase over the previous record level of
$1,562,829,216 attained in fiscal 1968, there was a significant change
in the makeup of sales during the year. Sales of U.S. military and
space products declined $61 million to $431 million, and sales of
commercial products increased by $105 million to $1,176 million.
This substantial increase in sales to commercial customers was
mainly attributable to increased revenues from the sale gmd lease
of Univac data processing equipment. Sales to international cus-
tomers amounted to $463 million and accounted for $41 million of
the increase in commercial sales.

Our principal product category, information handling and re-
trieval systems, contributed $542 million to our total sales volume,
34%, or an increase of approximately 15% over the prior year.
Other major product categories had slight increases or decreases
compared with fiscal 1968. Reference is made to the table show-
ing distribution of revenue by major product categories.

Distribution of Revenues 1969 1968
(in millions of dollars)

Information Handling and Retrieval Systems
Includes: electronic data process-
ing equipment, computer ter-
minals and peripherals, micro-
film and electromechanical
filing systems ... ......... $ 542 34%

Aerospace
Includes: flight instruments and
controls, radar, hydraulic de-
vices, airborne computers, com-
ponents, and systems ........ 305

Industrial, Agricultural and Con-
struction Equipment
Includes: farm machinery, hy-
draulic pumps, valves, fluid
and mechanical transmissions,
materials handling equipment 345 22 324 21

Office Machines and Consumer
Products .
Includes: typewriters, copiers,
calculators and personal care
products . ................. 215 13 207 13

Marine Technologies
Includes: surface and under-
water navigation and control
equipment, sonar, radar, com-
puters, periscopes and hydraul-
ic systems . ....... ... ....... 200 12 234 15

$1,607 100% $1,563 100%

$ 475 30%

19 323 21
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THE SINGER COMPANY
Summary of 1969 Operations

Sales of products and services in 1969 totaled $1.902 billion, an
increase of 5.7 percent and a record for the Company. Of this
amount, sales of household and industrial sewing machines and
related items accounted for $672.2 million or 35.3 percent of the
total. In 1968 sales of such products were $619.8 million. Sales of
other products and services were $1,229.9 million, an increase of
4.3 percent over 1968 sales of $1,178.9 million on a pooling of
interests basis.

Revenue from sources other than sales totaled $13.9 million in
1969 as compared with $11.8 million in 1968, The revenue consisted
of interest and dividends, rents and royalties, and other income,
as shown in the statements of income.

Sales by major product categories werslt:9

1968
(Amounts in Millions)
% of % o
Amount Total Amount Total
Consumer Products ......... $ 8611 45% $ 805.8 45%
Industrial Products . .... ... .. 3954 21 3704 21
Office Equipment ............ 243.1 13 218.4 12
Defense & Space Systems ... .. 253.5 13 217.4 12
Education & Training Products: 149.0 8 186.7 10
Total ... .. .......... $1,902.1 100% $1,798.7 100%

Sales within the United States accounted for 68 percent of the
total in 1969. Sales by major geographical areas were:

1969 1968
(Amounts in Millions)
% of % of
Amount Total Amount Total
United States ... . .......... $1,281.9 68% $1219.5 68%
Europe ........... ....... .. 3262 17 279.8 16
Latin America .............. 119.5 6 125.6 7
Far East ... ... ............. 79.1 4 77.9 4
Africa and the Near East ... . . 40.9 2 45.7 2
Canada ..................... 54.5 3 50.2 3
Total ................... $1,902.1 100% $1,798.7 100%

TENNECO INC.
Statement of Consolidated Income
Revenues:
Operating revenues—
Machinery, equipment and shipbuilding $ 861,829,533

Gas sales and transportation .. ... ... 563,357,774
Refined products ........ .. ...... 258,726,709
Crude oil and condensate . ... ... 140,341,235
Chemicals . ... ....... .. ......... 248,963,910
Packaging ............. . ... ..... 257,226,252
Land use and other . . ... ....... .. . 120,151,650
$2,450,597,063
Nonoperating income and expense (net) . 42,509,702
$2,493,106,765
Financial Review
Income By Major Businesses
(Thousands)
Operating and
Nonoperating
Revenues Income*
1969 1969
Manufacturing
Newport News Shipbuilding ... .... .. $ 314,144 $ 21,057
Walker Manufacturing . .......... .. 112,058 21,872
J. L Case ... .o 445,836 12,780
Watkins-Johnson (sold in May, 1968) ) — —_
Natural Gas Pipelines ................ 561,142 118,826
Oil Production, Refining, Marketing . 464,365 56,104
Chemicals . ..... ... .. ... ... ...... 251,390 19,833
Packaging ... ... ... ... ... ... 259,514 22,393
Land Use ..... ... ... ... ... ...... 82,710 20,770
Investments . .......... ... ... 22,627 4,651
Intergroup Sales ....................... (17,581) —
Total ...... ... ... ... .. ... ... $2,496,205 $298,286

* Before interest, federal income taxes, outside stockholders’ inter-
est and extraordinary items. Income must be evaluated in terms
of capital investment, which varies widely by tyvpe of business.

General

Profit by Division, Product Line, Etc.

AMERICAN HOME PRODUCTS CORPORATION
Notes to Consolidated Financial Statements

Note 1: Foreign operations—The financial statements include net
foreign assets at December 31, 1969 and foreign net income for the
year then ended as shown below. Comparable foreign net income
for the year ended December 31, 1968 was $22,178,567 after a
provision of $750,375 for foreign losses and exchange adjustments.

Net Assets Net Income
Locations:
Canada ........................ $28,339,914 $ 5,417,981
England, India, Western Europe .. 27,662,413 11,155,642
Latin America . ..... .. ... . ... . 23,985,284 7,282,791
Australia, New Zealand, South
Africa, Far East ............... 8,998,275 3,101,483
88,985,886 26,957,897
Provision for foreign losses and
exchange adjustments .. ... ... .. . 6,300,000 973,937%
$82,685,886 $25,983,960

* The provision of $973,937, charged to 1969 consolidated net in-
come, brought the balance in the reserve for foreign losses and
exchange adjustments to $6,300,000 at December 31, 1969, This
reserve had been charged during 1969 with exchange conversion
adjustments of $773,937.

Foreign property, plant and equipment and related depreciation,
in general, were translated into U.S. dollars at rates of exchange in
effect during the year such assets were acquired. All other foreign
currency assets and liabilities were translated at rates of exchange
prevailing at December 31, 1969. Foreign sales, other income and
expenses, in general, were translated into U.S. dollars at rates of
exchange prevailing at the end of each month during the year.

BOISE CASCADE CORPORATION
Financial Matters

Reporting results of operations by product line has recently re-
ceived considerable attention in the financial community. In the
following table, we have set -out the sources of our sales and income,
Interest expense has been attributed directly to the operating groups
where direct relationships were demonstrable; the balance of interest
expense was allocated on the basis of our investment, net of direct
borrowings. Other corporate expenses have been allocated to the
operations in proportion to their respective sales.

Operating Results by Major Markets (in millions of dollars)

1969 Sales 1969 Income
Building materials ... ... .. .. .. $ 362 2% $29 22%
Construction, including housing . 550 32 17 13
Recreation . ....... .. ... .. .. .. 209 12 13 10
Paper products .............. .. 453 26 33 25
Investment, utility and oither . ... .. 152 9 39 30
$1,726 100% $131 100%
Income taxes ................. .. 47
Extraordinary items o —
Net income ........ .. .. o $ 84

KIMBERLY-CLARK CORPORATION
Notes to Financial Statements

 Basis of Consolidation (in part)—As of December 31, 1969, and
for the year then ended, a financial summary of consolidated foreign
subsidiaries is as follows:

(thousands of dollars)

Total Total Net Income After
Assets Sales Minority Interests
Canada $ 60,367 $ 50,178 $2,027
Europe ...... 66,398 76,882 2,027
Latin America .. 51,379 34,444 1,600
Far East ... ... .. ... 10,225 8,491 475
Total $188,369 $169,995 $6,129
% to total
consolidation .. ... . 21 20 12
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CONTINENTAL OIL COMPANY
Financial Review
Summary of Revenues, Earning and Investments by Business Area
(Millions of Dollars)

Contribu-
tion to
Income
Before
Extraordi-
nary
Revenues Items (1) Invest-
1969 196 ment (2)
Western Hemisphere Petroleum Division
United States . ......... ... . ,372.5 100.7 810.8
Canada ........... ... ... .. 75.3 9.0 156.1
Other Countries ... ... .. ... 3.2 2.6 7.7
Subtotal ...... ... ... ... . . 1,451.0 1123 974.6
Eastern Hemisphere Petroleum
Division ............. .. ... 536.2 30.5 284.5
Consolidated Coal Company . . 276.0 18.8 206.2
Conoco Chemicals Division
Chemicals and Plastics . .. 170.8 5.3 126.1
Plant Foods .. . .... ... .. .. 153.8 ( 3.4) 122.3
Subtotal ... ... .. ... .. 324.6 1.9 248.4
Minerals . ... ...... ... .. .. . — ( 1.7) 8.3
Corporate(3) ....... ... ... 19.1 (15.4) 18.8
Total ... ... . ... . .. . 2,606.9 146.4 1,740.8

(1) Contributions to income from wholly owned operations are
their operating incomes after related income taxes but before an
allocation of corporate items such as interest and headquarters ex-
penses. Contributions to income from majority-owned subsidiaries
are Continental’s equity in their net incomes.

(2) Comprises net property, plant and equipment (including only
the Company’s share of majority-owned subsidiaries) and investments
in and advances to nonconsolidated affiliates.

. (3) Includes interest expense and income, corporate administra-
tive expense, investment-tax credit and other items of a general cor-
porate nature.

INTERNATIONAL TELEPHONE AND
TELEGRAPH COMPANY
Statement of Consolidated Income

(Thousands

Sales and Revenues of dollars)
Manufacturing ... ... ... ... $3,108,208
Consumer and business services .... .. ... 2,136,143
Telecommunication utilities .. .. ... . ... 230,392
5,474,743

Costs and Expenses (including depreciation of
$190,197 and $174,739)
Cost of sales and operating expenses—

Manufacturing .. .. ... ... ... 2,414,162
Consumer and business services ... ... 1,637,139
Telecommunication utilities .. . . .. . .. 131,179
Selling and general expenses . . . ... ..... . 842,520
5,025,000

449,743

Equity in net earnings of finance subsidiaries 14,360
Income from Operations ... ... ... .. . .. $ 464,103

PHILIP MORRIS INCORPORATED
Financial Highlights
Operating Income:

Philip Morris US.A. ... . .. ... .. ... .. ... ..
Philip Morris International

$106,435,000
38.717,000

Philip Morris Industrial ....... ... .. ..., 5,392,000
Miller Brewing Company (2) ........... ..... 2,693,000
Consolidated Operating Income (3) ........ $153,237,000

(2) Represents Philip Morris’ equity of approximately 53% since
July 1, 1969.

(3) Corporate expense, interest, other items pnd income taxes.
which are not directly attributable to the operating companies, are
not allocated since any allocation thereof would be arbitrary.
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METRO-GOLDWYN-MAYER INC.
Consolidated Statements of Income (Loss) (in part)
Income: 1969 1968
(in thousands)
Feature films and shorts—
Theatrical distribution $131,973 $134,677
Television distribution . . . 25,893 27,455
157,866 162,132
Television programs ... . .. 6,855 18,059
Records and tapes ... ... .. 20,431 23,385
Music publishing ... . .. . 6,144 6,236
Other income .. ... .. . . 1,028 480
$ 192,324 $210,292
Expenses:
Feature films and shorts—
Amortization and other
film costs ........ .. $ 132,723 $ 70461
Share of rentals to par-
ticipants .. ... ... .. 11,107 13,088
Selling, advertising and ad-
ministrative expenses 67,460 57,062
$ 211,290 $140,611
Television programs . . . 6,847 16,830
Records and tapes .. . ... .. 34,397 27,386
Music publishing . ... ... .. 4,163 4,140
Interest expense . ... ... .. 7,564 4,634
$ 264,261 - $193,601
Income (loss) before taxes
and extraordinary items  $( 71,937) $ 16,691
NATIONAL DISTILLERS AND CHEMICAL
CORPORATION
Divisional Operating Profit and Return on Investment
Operating % Return
Profit Investment on
(Note 1) (Note 1) Investment
1969 1969 1969
(000 omitted)
Divisions (Note 2):
Liquor ... ... $48,020 $287,000 17
Chemical . . .. 12,945 167,000 8
Bridgeport
Brass ... . 22,198 106,000 21
International .
(Note 3) .. 1,266 43,000 3
Almadén
Vineyards 4,801 31,000 15
Textile . . . . .. 7,044 44,000 16
Totals $96,274 $678,000 14

Notes: 1. In the above summary, divisional operating profit is
the total of “Operating profit of divisions” and “Share of net
earnings of 50-per-cent-owned affiliates,” which appear as separate
items in the consolidated statement of income. Divisional operating
profit does not include corporate items of income and expense
which are shown in the consolidated statement of income as cor-
porate and general expense, interest on long-term debt, and other
income, net. Divisional investment does not include corporate items
of net cash and equivalent in excess of division requirements, cer-
tain corporate investments, long-term receivables, and long-term
domestic debt.

2. Sales of 50-per-cent-owned affiliates are not included in con-
solidated net sales. The Company’s investment in and share of net
earnings of these affiliates have been allocated to appropriate
Divisions.

3. International Division investment is after deducting foreign
currency long-term debt.
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U. S. PLYWOOD-CHAMPION PAPERS INC.
Financial Review
Contributions of Prlnapal Products—Contribution to sales and

operating profit, before income taxes, of the company’s principal
products for the past two years were:

Sales (in millions of dollars) 1969 1968
Building Materials ... .. ... ... .. $ 7303 $ 679.6
Paper, Distribution, and Converting .. 539.1 510.9
Interior Furnishings ... ............. 180.5 169.0
All other ... ... ... ... .. ... . ... ... 5.6 34

Total .............. ... ... ... ... $1,455.5 $1,362.9

Operating Profit Before Income Taxes

, (in millions of dollars) 1969 1968
Building Materials ... ... ... .. .. $ 78.0 $ 628
Paper, Distribution, and Converting . . 40.7 43.1
Interior Furmshmgs ............... 20.2 21.4
General Corporate Expenses (17.1) (11.7)

Total ....... .. ...... ... ... .. .. $ 121.8 $ 115.6

XEROX CORPORATION
Financial Review

International Operations Continue Rapid Growth—Total operat-
ing revenues and net income derived from our operations outside
the United States set records in 1969. Net income, after deducting
outside shareholders’ interests, was $44.8 million, up 52%, or $15.4
million, from 1968. This was 28% of consolidated net income in
1969, compared to 23% a year earlier. International revenues
totalled $397.0 million in 1969, compared with $303.6 million the
prior year, up 31%, or $93.4 million. Revenues from operations
outside the United States accounted for 27% of our consolidated
total operating revenues, versus 25% in 1968.

At the end of 1969, Xerox equity in net assets outside the United
States amounted to $161.1 million, up $20.7 million, or 15% over
the 1968 figure.

Our Jargest overseas interest continues to be Rank Xerox, which
accounted for 75% of foreign revenues and 78% of forelgn net
income. Our share in net earnings of Rank Xerox for its fiscal
year ended October 31, 1969 amounted to $35.1 million, an in-
crease of $10.9 mllhon or 45%, over the $24.2 million for the
prior fiscal year. Cash dividends received from Rank Xerox in
1969 totalled $21.3 million, compared with $14.9 million in 1968,
up 43%.

Revenues from our other international operations, primarily in
Latin America and Canada, totalled $97.8 million, up 30% from
1968. Net income was $97 million, an 87% gain over 1968.

Summarized below are the operating results and financial posi-
tion of our businesses outside the United States.

International Operations
(nl};lillions of Dollars)

a
Xerox Other Total
1969 1969 1969
OPERATING RESULTS
Total Operating Revenues ....... $299.2 $97.8 $397.0
Net Income Before Deduction of
Outside Shareholders’ Interests.. $ 57.7 $10.9 $ 68.6
Outside Shareholders’ Interests. . . 22.6 1.2 23.8
Net Income ... ... ..... ..... . ... $ 35.1 $ 9.7 $ 44.8
FINANCIAL POSITION
Current Assets ................. $1534 $33.8 $187.2
Equipment and Other Assets .. ... 264.6 519 316.5
Total Assets ... .. . R, $418.0 $85.7 $503.7
Current Liabilities ... .. ... .. .. ... $154.1 $16.6 $170.7
Other Liabilities ........ .. .. o 89.4 12.0 101.4
Outside Shareholders’ Interests. .. 67.8 2.7 70.5
Xerox Corporation Equity ... .... 106.7 54.4 161.1
Total Liabilities and Share-
holders’ Equity ......... .. . $418.0 $85.7 $503.7

The foreign results have bcen translated from the respective
forelgn currencies into U.S. dollars, in accordance with account-
ing conventions normally applied in the United States. Conse-
quently, financial statements prepared in local currencies do not
translate into dollars at current exchange rates. Our extensive in-
ternational operations necessarily involve exposure to fluctuations
in the values of foreign currencies in relation to the U.S. dollar.
We continually evaluate and, when appropriate, protect ourselves
against possible exchange losses in countries where devaluations
may occur. Protective measures include borrowing in foreign cur-
rencies and entering into forward exchange contracts.

Comment on Segment of Business Operating at a Loss

ADAMS-MILLIS CORPORATION
President’s Report

MAC Panel Company—Contmumg severe price competition in the
computer peripheral equipment market and dlsrupted production
schedules brought about by technological changes in the industry
resulted in lower sales and an operating loss for MAC Panel
Company in 1969.

Industry demand for both computer tape and disk packs, MAC
Panel’s principal products, showed steady improvement last year.
However, several adverse factors, carried over from 1968, took
their toll. These 1ncluded lower government sales, greater compe-
tition, unstable prlces and the “error-free” disk pack. The intro-
duction of the “error-free” pack caused material production and
shipment delays at MAGC and thus provided an important lead time
selling advantage to several major competitors,

AMERICAN AIR FILTER COMPANY, INC.
To Our Shareholders

Sales to the United States Defense Department and related gov-
ernment agencies were slightly less than 10 percent of 1969 sales
as outlined above. For the year, defense business was a negative
factor with losses of approximately 16 cents per share resulting
from several contracts with an unsatisfactory cost-price relation-
ship, These contracts, which have been completed, had impact pri-
marily in the first three quarters of 1969.

INDIAN HEAD INC.
To the Stockholders

Information Handling Services, a small division in a new and
growing field, operated at a loss again. This venture has been a
disappointment thus far. However, several important developments
encourage us to believe that it will show improvement and begin
to realize its long-range growth potential in 1970.

LIGGETT & MYERS INCORPORATED
Cigarette and Tobacco Division

Liggett & Myers has equity positions in cigarette manufacturing
companies, in Argentina, Brazil, Mexico, Peru, Switzerland and
West Germany, In Brazil, Switzerland and West Germany, where
we have majority equity positions, we incurred losses in 1969
from substantial reorganization and start-up costs. These expendi-
tures should place us in a better growth position in these countries.

J. J. NEWBERRY CO.
To Our Shareholders

Net income was $5,073,229, equivalent to primary earnings per
share of $2.40 compared to $5,456,641 or $2.59 a share for the
year ended January 31, 1969.

This decrease in net income is due to losses sustained by two
of our Canadian chains, which offset increased earnings in the
United States. Indeed, for the year ended January 31, 1970, pri-
mary earnings per share from United States operations rose to
$2.97, compared to $2.53 for the prior fiscal year, a gain of 17.4%.
On the other hand, Canadian operations showed a loss of 57 cents
per share in fiscal 1970, compared to a profit of 6 cents for the
prior fiscal year, principally because of inventory and personnel
problems of United Stores and Oslind Shoppes.

STUDEBAKER-WORTHINGTON, INC.
To Our Shareholders

During the year, certain trouble spots developed against which
we have taken corrective measures. Qur European operations, for
example, had a most unsatisfactory year, having reported a net
loss. We attribute this to an organization structure which impaired
communications between the European divisions and their respec-
tive product-related domestic divisions. To correct this inade-
quacy, we have eliminated the European headquarters, which for-
merly had profit responsibility for all European operations. Our
European plants now report directly to the appropriate American
division presidents, thus, in effect, creating world-wide companies
for the manufacture, respectwely, of pumps, compressors and
turbines. Addmonally, we incurred substantial losses in turnkey
construction projects outside the continental United States. We
have decided to severely restrict activities of this kind, unless the
particular undertaking provides an attractive profit opportumty with
minimal risk of loss.
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CONSOLIDATION OF SUBSIDIARIES

The committee on accounting procedure of the Am-
erican Institute of Certified Public Accountants discussed
in Accounting Research Bulletin No. 51 the account-
ing treatment for Consolidated Financial Statements.
Excerpts from this opinion, including the opening para-
graph titled “Purpose of Consolidated Statements,”
which was reiterated in Opinion No. 10 of the Ac-
counting Principles Board follow.

1. The purpose of consolidated statements is to
present, primarily for the benefit of the share-
holders and creditors of the parent company, the
results of operations and the financial position of a
parent company and its subsidiaries essentially as
if the group were a single company with one or
more branches or divisions. There is a presump-
tion that consolidated statements are more mean-
ingful than separate statements and that they are
usually necessary for a fair presentation when
one of the companies in the group directly or
indirectly has a controlling financial interest in
the other companies.

2. The usual condition for a controlling finan-
cial interest is ownership of a majority voting
interest, and, therefore, as a general rule owner-
ship by one company, directly or indirectly, of
over fifty per cent of the outstanding voting shares
of another company is a condition pointing toward
consolidation. However, there are exceptions to
this general rule. For example, a subsidiary should
not be consolidated where control is likely to be
temporary, or where it does not rest with the
majority owners (as, for instance, where the sub-
sidiary is in legal reorganization or in bankruptcy).

3. In deciding upon consolidation policy, the
aim should be to make the financial presentation
which is most meaningful in the circumstances.
The reader should be given information which is
suitable to his needs, but he should not be bur-
dened with unnecessary detail. Thus, even though
a group of companies is heterogeneous in char-
acter, it may be better to make a full consolidation
than to present a large number of separate state-
ments. On the other hand, separate statements or
combined statements would be preferable for a
subsidiary or group of subsidiaries if the presenta-
tion of financial information concerning the partic-
ular activities of such subsidiaries would be more
informative to shareholders and creditors of the
parent company than would the inclusion of such
subsidiaries in the consolidation. For example, sep-
arate statements may be required for a subsidiary
which is a bank or an insurance company and may
be preferable for a finance company where the
parent and the other subsidiaries are engaged in
manufacturing operations.

TABLE 1-14: CONSOLIDATION POLICIES — DOMESTIC
AND CANADIAN SUBSIDIARIES

Exclusions From Consolidation

Based on ownership:
All subsidiaries except wholly-owned 39 54 67
Other basis for exclusion (over 50%;
but less than 100% ownership) . . 2 3 5
Based on nature of business:
Subsidiaries engaged in finance opera-

1969 1968 1967

tions* ... 97 57 47
Real estate .. ... ... ... ... . . . . .. 13 41 29
Other ... ... ... ... ... ... . . .. 21 —_ —

Canadian subsidiaries . ... ......... . 8 5 4
Insignificant or inactive subsidiaries . . 67 50 N/C
Other, or basis not stated ... . .. A 19 25 46
Total exclusions ... . . 266 235 198
Number of Companies
All domestic and Canadian subsidiaries
consolidated .. ..... ... . ... .. .. .. 376 380 397
Some domestic and Canadian subsid-
iaries not consolidated .. .. .. .. .. 201 189 177
No indication of domestic or Canadian
subsidiaries, or no consolidated state-
ments . ... ... 23 31 26
Total ...... ... . ... .. .. 600 600 600

N/C—Not compiled
* See Table 1-15

5. Consolidated statements should disclose the
consolidation policy which is being followed. In
most cases this can be made apparent by the
headings or other information in the statements,
but in other cases a footnote is required.

This year, as in previous years, there is no uniform
procedure followed by the survey companies with re-
gard to the amount of disclosure given to the basis of
inclusion or exclusion of the accounts of subsidiary
companies in consolidation.

In general, relatively few companies provide detailed
information concerning the basis used in the consolida-
tion of their financial statements. In some annual re-
ports the names of subsidiaries are omitted, or referred
to merely as “subsidiaries,” “domestic subsidiaries,” or
“foreign subsidiaries.” For the purpose of this tabula-
tion a company has been considered as a subsidiary if
it is so described in the annual report, or if it is stated
therein to be over 50 percent owned.

In most instances, the basis of consolidation is indi-
cated rather than stated; usually the basis of consolida-
tion can be determined only by observing the nature of
the unconsolidated subsidiaries or the fact that there is
no investment in unconsolidated subsidiaries.
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TABLE 1- 'IS CONSOLIDATION POLICIES — DOMESTIC
AND CANADIAN SUBSIDIARIES ENGAGED
IN FINANCE OPERATIONS

Not
Consol- consol-

Type of Subsidiary idated idated Total

Finance companies ... ... .. 41 60 101

Insurance companies 2 14 16

Banks I — 13 13
Other finance-related com-

panies .. .............. 12 10 22

Totals ... ... 55 97 152

Number of Companies

Consolidating all finance-related subsidiaries ... .. 41
Excluding from consolidation all finance-related

subsidiaries .. ... ... ... 67
Consolidating some, but not all, finance-related
subsidiaries . . ... ... ... . ... ..., 10
No domestic or Canadian finance-related subsid-
faries . ... ... 482
Total .. ... ... . .. . ... 600

The research department of the American Institute
of Certified Public Accountants, in 1956, published a
Survey of Consolidated Financial Statement Practices,
based upon replies to questionnaires sent to approxi-
mately 400 companies included in Accounting Trends
and Techniques, 1955 Edition.

The survey, which provided more information than
is available in an examination of annual reports alone,
showed that the principal considerations advanced for
determining whether or not to include a subsidiary in
the consolidated statements were:

1. the degree of control by the parent company,

2. the extent to which the subsidiary is an integral

part of the operating group, and

3. whether the subsidiary is a domestic or a foreign

corporation.

Tables 1-14 and 1-16 summarize respectively the
consolidation policies regarding domestic and Canadian
subsidiaries and foreign subsidiaries. The majority of
companies with domestic or Canadian subsidiaries con-
solidated all such subsidiaries.

Table 1-15 complements Table 1-14 by showing a
numerical breakdown of unconsolidated and consoli-
dated finance-related subsidiaries according to the na-
ture of operations. More than one-third of the finance-
related subsidiaries were consolidated. Those finance-
related subsidiaries not consolidated were usually
shown in the balance sheet at an amount determined
by one of the “equity” methods. Thirty-one companies
provided separate financial statements, within the an-
nual report, for their finance-related subsidiaries.

Notes to financial statements discussing consolida-
tion policies follow. Included with the examples of
consolidation policy disclosures is an example of com-
bined statements, as distinguished from consolidated
statements, presented for an entity that is not a sub-
sidiary of another company.

Exclusion Based on Ownership

THE CLEVELAND-CLIFFS IRON COMPANY
Notes to Financial Statements

Note A: Principles of Consolidation—The consolidated financial
statements include the accounts of the Company and its wholly-
owned domestic subsidiaries. Investments in unconsolidated sub-
sidiaries are carried substantially at equity.

ENGELHARD MINERALS & CHEMICALS
CORPORATION
Notes to Consolidated Financial Statements

Note 1: Principles of Consolidation—The consolidated financial
statements include the accounts of all significant wholly-owned
domestic and foreign subsidiaries.

The investments in subsidiaries and affiliates not consolidated,
owned 50% or more, are stated at cost, adjusted for the Com-
pany’s equity in their undistributed net earnings less appropriate
valuation reserves. Consolidated net earnings for 1969 include
$480,807 with respect to subsidiaries and affiliates not consolidated
(19]68, losses of $427,247). Other investments are stated at cost
or less.

NATIONAL STEEL CORPORATION
Notes to Financial Statements

Note A (in part): Principles of Consolidation—The con-
solidated financial statements include the accounts of National
Steel Corporation and all its wholly-owned subsidiaries. Investments
in capital stock of unconsolidated subsidiaries ($16,560,944) are
stated at cost plus equity in undistributed net earnings of such
companies since acquisition. At December 31, 1969, the Corpora-
tion’s equity in the recorded net assets of such companies ex-
ceeded the carrying amount of the related investments by $1,333,000.
Investments in capital stock of associated companies ($56,113,054)
are stated at cost.

TABLE 1-16: CONSOLIDATION POLICIES — FOREIGN SUBSIDIARIES
1969 1968 1967

Exclusions From Consolidation

Based on geography:

All foreign subsidiaries excluded . . 47 36 51

Foreign subsidiaries in certain coun-
tries only . ... ... ... ... .. . 23 21 27
Based on ownership ... ............ 35 43 52
Based on nature of business ... . ... 16 10 7
Insignificant or inactive subsidiaries ... 65 55 N/C
Other bases . ... ............... 7 6 10
Basis for exclusion not stated .. ... ... 18 35 40
Total exclusions .. ..... 211 206 187

Number of Companies

All foreign subsidiaries consolidated 177 168 183

Some foreign subsidiaries not consol-
idated ... . ... .. ... 143 158 131
Consolidation pohcy not determinable 20 17 N/C
No foreign subsidiaries consolidated .. 47 36 51
No indication of foreign subsidiaries . 213 221 235
Total = ... ... .. ... 600 600 600

N,/C~—Not compiled




Consolidation of Subsidiaries 19

PETTIBONE MULLIKEN CORPORATION
Notes to Consolidated Financial Statements

Note 1: f’rinciples of Consolidation—The consolidated financial
statements include the accounts of the company and all wholly-
owned subsidiaries.

. The operations of a majority controlled (66-2/3%) Mexican sub-

s1d1ary. have. not been consolidated; however, the company’s invest-
ment in this subsidiary has been adjusted for its share in the
subsidiary’s operations.

SPARTANS INDUSTRIES, INC.
Notes to Financial Statements

. Note B (in part): Principles of Consolidation—(1) The consol-
idated financial statements include the accounts of Spartans and its
wholly-qwned subsidiaries; inter-company investments, advances and
transactions have been eliminated. Spartan’s share ($193,792) of
the net earnings of partially owned subsidiaries, acquired in fiscal
1969, are included in the consolidated financial statements,

WALWORTH COMPANY
Notes to Financial Statements

Note I: The consolidated financial statements include the ac-
counts of Walworth Company and its wholly owned subsidiaries.

The Company’s investment in unconsolidated foreign subsidiary
represents a 66.7% interest in an Italian valve manufacturing com-
pany. The Company’s equity in the earnings of the unconsolidated
subsidiary is included in the consolidated statement of income.

WESTVACO CORPORATION
Notes to Financial Statements

Note A (in part): Principles of Consolidation—The consolidated
financial statements include the accounts of all subsidiaries which
are substantially wholly owned. In consolidation, foreign currency
income statement and balance sheet accounts (located principally
in Brazil) have been translated at appropriate current or historical
rates on a basis consistent with the prior year.

In October 1969, the Company exchanged 115,000 shares of
treasury stock for all of the capital stock of Flack-Jones Lumber
Company, Inc. This transaction has been accounted for as a pool-
ing of interests; accordingly, the results of operations of Flack-
Jones for fiscal year 1969 have been included in the accompanying
consolidated statement of income. The financial statements for 1968
have not been restated since the effect of such restatement would
not be material.

The investment in the 56% owned subsidiary, United States
Envelope Company, is carried at cost plus equity in the subsid-
iary’s undistributed net income since acquisition, and the accom-
panying statement of income includes Westvaco’s equity in the
subsidiary’s net income for the year. Dividends received from
U.S. Envelope amounted to $358,000 in 1969 and 1968.

Exclusion Based on Nature of Business

ALLIS-CHALMERS MANUFACTURING
COMPANY
Notes to Consolidated Financial Statements

Note 1 (in part): Bases of Consolidation—All domestic and Can-
adian subsidiaries, except finance subsidiaries and a marketing
subsidiary, are included in the consolidated financial statements.
The Company’s investments in and advances to the unconsolidated
foreign subsidiaries of $4,503,430, less reserve of $3,086,494, and
the investment in and advances to the unconsolidated marketing
subsidiary of $23,163,000, less reserve of $6,852,000, are approxi-
mately equal to the net assets of the respective subsidiaries. On
December 31, 1969, the Company assigned the investment in it$
British subsidiary of $5,271,450 to Allis-Chalmers International
Finance Corporation, an unconsolidated finance subsidiary. This
amount is included in the finance subsidiary’s investments in and
advances to unconsolidated foreign subsidiaries which amounted
to $13,769,390 at December 31, 1969.

ANHEUSER-BUSCH, INCORPORATED
Notes to Consolidated Financial Statements

Note 1: Principles of Consolidation—The consolidated financial
statements include the Company and all of its subsidiaries. St.
Louis National Baseball Club, Inc. and Lianco Container Corpo-
ration are included on an equity basis.

AVCO CORPORATION
Financial Review

Basis of Reporting—As of November 30, 1969, Avco’s finance
and insurance subsidiaries, which had previously been fully con-
solidated, are shown in Avco’s statement of consolidated financial
position at the cost of Avco’s investments plus its share of the
undxs}nbute_d earnings of such subsidiaries since their acquisition.
Avco s equity in the earnings of such subsidiaries is reflected in
consolidated earnings. Consolidated financial statements for 1968
have been restated to conform to the 1969 treatment; the restate-
ment had no effect on amounts previously shown for consolidated
stockholders’ equity or net earnings. Combined financial state-
ments for Avco’s unconsolidated finance companies (which include
their insurance subsidiaries) and combined financial statements for
Avco’s unconsolidated non-finance insurance subsidiaries are shown
separately.

DEERE & COMPANY
Notes to Financial Statements

Note 1: All signiﬁcam subsidiaries except John Deere Credit
Company are consolidated in this annual report, The Company
records its investment in each unconsolidated subsidiary at the
related equity in such subsidiary, except that any excess of cost
over equity acquired was being amortized over a ten-year period
until 31 October 1969 when the entire unamortized excess was
written off.

THE DOW CHEMICAL COMPANY
Notes to Consolidated Financial Statements

Note A (in part): Principles of Consolidation—The financial
statements include all significant subsidiaries on a full consolidation
basis, except for a wholly owned Swiss banking company which
is accounted for on the equity basis. Accordingly, if the bank
were consolidated, there would be no effect on consolidated net
income and stockholders’ equity as reported.

GERBER PRODUCTS COMPANY
Notes to Consolidated Financial Statements

Principles of Consolidation—The consolidated financial state-
ments include the accounts of all subsidiaries except two com-
panies which are engaged in unrelated businesses. Inter-company
accounts, transactions, and profits have been eliminated. The ac-
counts of foreign subsidiaries have been translated at appropriate
rates of exchange and the Latin-American subsidiaries have been
included on the basis of fiscal years ended January 31, Net cur-
rent assets of the foreign subsidiaries at March 31, 1969 amounted
to $5,029,206, and other assets (principally land, buildings, and
equipment) less long-term debt and minority interests, amounted
to $4,325,172. Net earnings of the foreign subsidiaries were not
material. Assets of the unconsolidated subsidiaries consist primarily
of marketable securities. The results of their operations were not
material and have been reflected in the statement of operations.

STANDARD OIL COMPANY (Indiana)
Notes to Financial Statements

Principles of Consolidation—Accounts of all subsidiaries in which
the Company directly or indirectly owns more than 50 per cent of
the voting stock are included in the consolidated financial state-
ments, with three exceptions: Imperial Casualty and Indemnity
Company and Amoco Credit Corporation, which are accounted
for on an equity basis, and Amoco Argentina Oil Company, which
is accounted for on a cost basis. The difference between dividends
received and the Company’s equity in Amoco Argentina’s 1969
earnings was not significant.

In June, 1969, Amoco Credit Corporation was organized as a
wholly-owned finance subsidiary with a capitalization of $24 mil-
lion. The investment in Amoco Credit at December 31, 1969, in-
cluded with investments held for operating purposes on the Con-
solidated Balance Sheet, was $24,654,000. At December 31, 1969,
Amoco Credit had $118,300,000 of receivables (net) and short-
term debt amounting to $94,950,000. The Company’s equity in the
net income of Amoco Credit was $654,000.

Consolidated year-end net assets and 1969 net earnings were:

Net assets Net earnings

(Thousands of Dollars)
United States $2,448,770 $273,792
Canada o 292,151 14,108
Overseas . ... ..... 471,956 33,133
Total .. ... . ... ... $3,212,877 $321,033
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THE SIGNAL COMPANIES, INC.
Notes to Financial Statements

Note 1 (in part): Practices in Consolidation—The consolidated
financial statements include all significant majority-owned domestic
and foreign subsidiaries except Mack Financial Corporation, Signal
Equities Company, and Signal Properties, Inc. See Note 4 for
information concerning unconsolidated subsidiaries.

For purposes of consolidation, the accounts of foreign subsid-
iaries have been translated into United States dollars at appropriate
rates of exchange. Gains or losses from exchange fluctuations were
minor and were included in income in 1969 and 1968.

Note 4: Investments and Long-Term Receivables—Information
concerning investments in and advances to wholly owned unconsol-
idated subsidiaries and fifty-percent owned companies at December
31, 1969 and for the year then ended is as follows:

(In thousands of dollars)

Equity Equity
Total Total in Net Invest- in Net
Assets Liabilities  Assets ment  Income
WHOLLY OWNED:
Mack Financial
Corporation:
Capital Stock . $253,071 $223,943 $29,128 $29,128 §$ 2,562
Advances ... .. 30,000
Signal Equities
Company . 21,314 5,297 16,017 16,017 920
Signal Properties
Inc. ........ .. 34,886 10,294 24,592 24,592 122
Total ....... $99,737

FIFTY PERCENT OWNED:
Golden West

Broadcasters* 29,617 15,012 7,288  $26,252 851
Other fifty-percent
owned companies:
Capital stock . . 41,802 21,946 9,942 9,047 2,052
Advances . . . .. 2,150
Total....... $37,449 $ 6,507

* Amounts shown are unaudited,

Investments in the capital stocks of Mack Financial Corporation,
Signal Equities Company, and Signal Properties, Inc. are carried
at equity in the net assets of the subsidiaries. Investments in the
capital stocks of Golden West Broadcasters and other fifty-percent
own.ed.compames. are carried principally at cost plus equity in
undistributed earnings since acquisition. The excess of Signal’s cost
over equity in net assets of Golden West Broadcasters, $18,964,000,
is consndgred by management to have a continuing value (princi-
pally radio and television station licenses) and accordingly is not
being amortized. Signal has the exclusive option to purchase the
remaining ﬁfty-pe.rcent interest in Golden West Broadcasters, and
in certain events is required to purchase such interests, for approx-
ilggit;e]y $25,000,000 plus certain undistributed profits from July 1,

Other investments and long-term receivables at December 31,
1969 and 1968 consisted of the following:

1969 1968

Other investments (at cost):

American President Lines, Ltd.
(48% owned) ................ ..

American Independent Oil Company

$11,699,000 $11,699,000

(34% owned) ... .... .. e 7,918,000 5,384,000
Other .......................... .. 8,550,000 7,297,000
Long-term receivables:
6% % notes receivable from Occidental
Petroleum Corporation ........ . .. 20,000,000 30,000,000
Other .......................... .. 8,507,000 9,551,000
Total ... $56,674,000 $63,931,000

At December 31, 1969, Signal’s equity in the unaudited net assets
of American President Lines, Ltd. and American Independent Oil
Company amounted to $45,618,000 and $12,427,000, respectively,
and its equity in the unaudited net income (loss) of these com-
panies for 1969 was $1,989,000 and $(1,511,000), respectively. In
1969, Signal received and included in income, dividends of $732,000
from its investment in American President Lines, Ltd. No dividends
were received from American Independent Oil Company in 1969.

SQUIBB BEECH-NUT, INC.
Notes to Financial Statements

Note 1 (in part): Principles of Consolidation and Other Matters—
The consolidated financial statements include all subsidiaries except
those engaged in automotive and related operations. Certain of the
1968 amounts have been reclassified for comparative purposes. The
accounts of foreign subsidiaries and branches have been translated
at appropriate rates of exchange. At December 31, 1969, the con-
solidated balance sheet includes $70,318,000 of net current assets
and $131,280,000 of net assets in respect of foreign operations.
The consolidated statemert of income for the year ended Decem-
ber 31, 1969 includes net sales of $149,978,000 and net income
of $27,977,000 which are attributable to foreign operations ($138,-
863,000 and $21,661,000 in 1968).

No provision has been made for Federal income taxes w})ich
may be payable upon transfer of accumulated foreign earnings
to the United States inasmuch as the Company presently has no
intention to repatriate any significant amount of such funds in a
taxable transaction.

As of September 30, 1969, the Company acquired, for cash and
notes payable, the outstanding 51% majority interest in the capital
stock of Squibb S.p.A. The accounts of this Italian company, pre-
viously carried as an investment at cost, have been included in
the consolidated balance sheet at December 31, 1969, Dividends
received from this company and included in income in recent years
have approximated the net income attributable to the Company’s
prior 49% interest. The balance of the accumulated undistributed
earnings attributable to the Company’s interest since 1954 (the
date of the original 49% investment) has been credited directly
to retained earnings.

Several other businesses were acquired during the year for cash
and the results of their operations have been included in the finan-
cial statements from the respective dates of acquisition. In addi-
tion, a company was acquired for 33,645 shares of common stock
in a transaction that has been accounted for as a pooling of inter-
ests. Since the amounts are not significant, the 1968 financial
statements have not been restated to include this pooled company.

SWIFT & COMPANY
Notes to Consolidated Financial Statements

Note 1: Consolidation principles—The accompanying financial
statements consolidate the accounts of all subsidiaries except Globe
Life Insurance Company. Due to the mnature of Globe
Life’s business, its financial statements are not compatible with
those of the Company’s other activities so this business is reflected
in the consolidated statements on the equity method. Globe Life’s
earnings before income taxes of $1,246,000 (1968—$1,286,000)
are included in other revenues and the related income taxes of
$66,000 (1968—$42,000) are included in income taxes.

In prior years, the Company’s insurance agency and service
subsidiaries were also reflected in the financial statements on the
equity method but have been fully consolidated in 1969. The 1968
financial statements have been restated to a comparable basis,
which change had no effect on previously reported net earnings
(loss) or stockholders’ equity.

Exclusions Based on Geography

AMPEX CORPORATION
Notes to Consolidated Financial Statements

Note 1: Principles of Consolidation and Investments—The ac-
companying consolidated financial statements include the accounts
of the Corporation and all of its subsidiaries except a wholly-
owned Brazilian subsidiary.

Investments in 50%-owned foreign companies are stated at cost
plus equity in undistributed net earnings since acquisition.

Foreign operations are included in the accompanying financial
statements based upon fiscal years ended March 31. Net assets
of foreign consolidated subsidiaries and investments amounted to
approximately $32,000,000 most of which were located in countries
with freely convertible currencies.



Consolidation of Subsidiaries 21

BLISS & LAUGHLIN INDUSTRIES
INCORPORATED
Notes to Financial Statements

Note 1: In 1969 the Company acquired the business and net
assets of two companies for 64,000 shares of common stock. These
transactions were accounted for on a pooling-of-interest basis and
the results of their operations have been included in the accom-
panying consolidated financial statements for the full year ended
December 31, 1969. The consolidated financial statements for the
year ended December 31, 1968 have not been restated to include
the results of operations or financial position of the pooled com-
panies as these amounts were not significant. Had the 1968
consphdated financial statements been restated the change in
earnings per share would have been less than 2%.

The accompanying consolidated financial statements include all
U.S.‘ 'angl Canadian subsidiaries. Investments in other foreign
subsidiaries are stated at cost plus equity in undistributed earnings
since acquisition. All significant intercompany accounts and transac-
tions have been eliminated. The accounts of foreign subsidiaries
have been included at their U.S. dollar equivalent.

THE CARBORUNDUM COMPANY
Notes to Financial Statements

. Note 1: Principles of Consolidation—Consolidated statements
mcluc_je all majority-owned subsidiaries except two in Brazil and
one in Argentina, excluded because of unsettled economic con-
ditions and currency exchange restrictions. Investments in 50%
owned companies are carried at cost plus Carborundum’s share of
undistributed net income.

Net assets of approximately $47,700,000 were outside of North
America. Properties, plants and equipment, and depreciation ac-
counts have been translated to U.S. dollars based upon rates of
exchange prevailing when the assets were acquired. Other accounts
were translated generally at exchange rates prevailing during or at
the end of the year.

EXTENDICARE, INC.
Notes to Financial Statements

Note 1 (in part): Principles of Consolidation and Acquisitions—
The consolidated financial statements include the accounts of all
wholly-owned and majority-owned domestic subsidiaries. All sig-
nificant intercompany accounts and transactions have been elim-
inated.

During the year, the Company also purchased several nursing
centers, a retail pharmacy company, and a mobile home company.
The operations of these businesses are included in the consoli-
dated statement of income since dates of acquisition.

Investment in Canadian company represents a 55.9% ownership
which could be reduced to less than 50% upon the exercise of
warrants held by Canadian stockholders of the subsidiary. The
Company’s equity in the net assets and loss of this subsidiary
at August 31, 1969 was appreximately $1,560,000 and ($57,000),
respectively.

FANSTEEL INC.
Notes to Consolidated Financial Statements

Note 1 (in part): Principles of Consolidation—The consoli-
dated financial statements include the Company and its wholly-
owned domestic subsidiaries.

Note 4: Investments—The Company’s investment in and non-
current advances to its wholly-owned Canadian subsidiary are re-
corded at $565,166. The investment is stated at equity in under-
lying net assets at December 31, 1969,

During 1969 the Company sold its interest in a 50% owned
Belgian company for approximately $668,000. The resultant loss
on sale, representing the Company’s original investment, has been
recorded as an extraordinary loss in the consolidated statement of
operations.

POTLATCH FORESTS, INC.
Notes to Consolidated Financial Statements

Note 1: Princivles of Accounting—The consolidated financial
statements include the accounts of Potlatch Forests, Inc., and all
its significant majority-owned domestic subsidiaries. Investments
are valued at cost, including $4,724,225 invested in and advanced
to foreign subsidiaries in Western Samoa and Colombia. The

Western Samoa project is in the construction stage and is not
anticipated to be operational until mid-1970. The Colombian op-
eration, acquired at December 31, 1968, is presently involved in
an expansion and modernization project and during the project
has sustained an operating loss of $605,000. Management considers
thls.loss a_ temporary impairment of capital and accordingly
carries the investment at cost. All material intercompany transac-
tions have been eliminated upon consolidation.

Swanee Paper Corporation, the predecessor of Swanee Paper
Company, Inc., a wholly-owned subsidiary, used a fiscal year end-
ing October 31, when it was merged into Potlatch Forests, Inc.,
in December, 1968. The earnings of Swanee for November and
December of 1968 in the amount of $105,330 were credited to
retained earnings in 1969, when it adopted the parent company’s
fiscal year.

.Other important principles of accounting which relate to spe-
cific balance sheet accounts are discussed in the following notes.

Exclusion of Insignificant or Inactive Subsidiaries

AMK CORPORATION
Notes to Consolidated Financial Statements

Note 1 (in part): Principles of Consolidation—The consolidated fi-
nancial statements include the accounts of the Company and all its
subsidiaries, except two minor subsidiaries. Included elsewhere in this
Annual Report are the financial statements of United Fruit Com-
pany (“United”) and the report thereon by its independent
accountants which refers to a change (of which they approve) in
accounting for severance and social benefits which is not appli-
cable to the consolidated financial statements of AMK since
United is included only in AMK’s 1969 consolidated financial
statements. All material intercompany transactions and profits
have been eliminated. Foreign transactions are stated at appropri-
ate United States dollar equivalents. The earnings of United are
included on the basis of AMK’s equity of 9% for the month of
January9 1969 and 83% for the eleven months ended December
31, 1969,

DRESSER INDUSTRIES, INC.
Notes to Financial Statements

Note A: Principles of Consolidation and Foreigr Subsidiaries—
The consolidated financial statements include the accounts of all
significant majority-owned subsidiaries. Investments in affiliates (in-
cluding 50% owned companies) are carried at cost which, in the
aggregate, is less than the Company’s equity in the net assets of
such companies.

Net assets of consolidated foreign subsidiaries at October 31,
1969, are summarized as follows:

In Thousands of Dollars

Canada Europe Other Total
Current assets ......... $24,817 $42,430 $19,858 $87,105
Current liabilities ... ... 2,976 22,543 8,529 34,048
Net Current Assets .. 21,841 19,887 11,329 53,057
Investment in securities 1 19,015 59 19,075
Fixed and other assets ... 8,456 14,148 6,619 29,223
Deferred liabilities and
reserves . ............. (428) (6,300) (1,430) (8,158)
Net Assets ....... $29,870 $46,750 $16,577 $93,197

Net earnings of these subsidiaries, after provision for deferred
Federal income taxes on unremitted foreign earnings, amounted 1o
$7,266,000 in 1969 and $7,294,000 in 1968.

Exclusions Based on Other Criteria

PHILIP MORRIS INCORPORATED
Notes to Consolidated Financial Statements

Principles of Consolidation—The consolidated financial statements
continue to include the accounts of the Company and all subsid-
iaries whose common stock is wholly owned, _exce_pt.for the God-
frey Phillips, Limited group of companies which is in the process
of being reorganized. Investments in and advances to_unconsolidated
subsidiaries is stated at cost plus equity in undistributed earnings
since the dates of acquisition.

Accounts of foreign subsidiaries have been translated at appro-
priate exchange rates.
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Consolidation of All Subsidiaries

ETHYL CORPORATION
Notes to Financial Statements

Note 1: Consolidation Principles—The accompanying financial
statements include the accounts and operations of all wholly-
owned subsidiaries, the assets and liabilities of Capitol Products
Corporation (Capitol), a 56% owned subsidiary acquired for cash
December 24, 1969, and the accounts of operations of newly
formed Bromet Corporation, in which Ethyl Corporation has an
80% partnership interest.

A special meeting of shareholders of Capitol has been called for
March 19, 1970 for the purpose of considering and voting upon a
Plan of Merger which, if approved by a majority of the outstand-
ing shares of Capitol’s capital stock, will, among other things,
entitle the remaining shareholders of Capitol to receive $17 per
share in cash (subject to appraisal in the event of dissent). As a
result of the merger, the Corporation will own all of the outstand-
ing shares of Capitol.

Excess of cost of investments over equities in businesses acquired
includes the amount applicable to the Corporation’s 56% interest
in Capitol which has not been allocated pending approval of the
merger and an appraisal of assets. The excess of cost of invest-
ment over underlying equities in other businesses acquired is not
being amortized.

GRANGER ASSOCIATES
Notes to Financial Statements

Note 1: Principles of Consolidation—The consolidated financial
statements include the accounts of the Company and its foreign
subsidiaries, Granger Associates Limited and Granger Associates
(Pty) Limited. Inter-company accounts and inter-company profit
in inventories have been eliminated. Foreign currency amounts
have been translated into United States dollars at $2.40 per pound,
sterling, and $1.12 per Australian dollar.

On January 15, 1969, the Company merged with Dorne &
Margolin, Inc., with the issuance of 231,919 shares of the Com-
pany’s capital stock to the former shareholders of Dorne & Mar-
golin, Inc. The merger was accounted for as a pooling of interests
and accordingly the consolidated statement of income and retained
earnings includes the operations of Dorne & Margolin, Inc., for
the full year ended August 31, 1969. The financial statements at
August 31, 1968, and for the year then ended also include the
unaudited accounts of Dorne & Margolin, Inc., which were restated
to conform to the Company’s fiscal year.

LOWE'S COMPANIES, INC.
Notes to Financial Statements

Note 1: Principles of Consolidation—The consolidated financial
statements include the accounts of all subsidiaries, all of which are
wholly-owned. Seven subsidiaries were organized during the current
year but only five of these began operations before July 31, 1969.

J. RAY McDERMOTT & CO., INC.
Notes to Consolidated Financial Statements

Note 1: (in part)—The consolidated financial statements include
the accounts of the Company and all subsidiaries. All significant
inter-company sales, profits and other inter-company accounts have
been eliminated.

The Company reports its income from construction on the com-
pleted contract method.

The Company’s equity in net assets of subsidiaries at March
31, 1969, exceeded its investment in such companies by $83,841,620,
and is included in consolidated retained earnings.

Undistributed net income of foreign subsidiaries included in con-
solidated retained earnings at March 31, 1969, amounts to $78,-
647,170. Such amount may be subject to U. S. income taxes at
rates of tax prevailing if and when remitted to the parent com-
pany; no provision for such taxes has been made in the accom-
panying consolidated financial statements.

STANLEY HOME PRODUCTS, INC.
Notes to Consolidated Financial Statements

Note 1: Basis of Consolidation—The financial statements include
the accounts of Stanley Home Products, Inc. and all subsidiary
companies, both domestic and foreign. The financial operations of
Foster & Gallagher, Inc. and F. P. Adams Company, Inc. have
been recast from fiscal year closings of June 30 to reflect operating
results for a calendar year.

VARIAN ASSOCIATES
Notes to Financial Statements

Note 1: Subsidiary Companies—All domestic and foreign sub-
sidiary companies have been included in the accompanying pqnspl-
idated statements. The accounts of consolidated foreign subsidiaries
have been converted at applicable rates of exchange. The Company’s
equity in consolidated foreign subsidiaries as at September 30, 1969,
exceeded the carrying values of the Company’s investment in such
subsidiaries by $7,494,000. The undistributed earnings of subsid-
iaries may be subject to income and other taxes (reduced by tax
paid credits, if any) if and when remitted to the parent Company.

TEXACO, INC.
Notes to Consolidated Financial Statements

Note 1: Principles of Consolidation—The accounts of Texaco
Inc. and subsidiary companies owned more than 50% are included
in the consolidated financial statements. Intercompany balance
sheet accounts, sales, and profits are eliminated. Items recorded in
foreign currencies are expressed in U. S. dollars at the appropriate
rates of exchange, and gains and losses arising as a result of for-
eign currency conversions are reflected in income.

Effective January 1, 1969, the accounts of subsidiary companies
operating in Brazil, which had been excluded from consolidation
since 1953, were included in the consolidation. The financial state-
ments for 1968 have been restated to a comparable basis with an
insignificant effect on net income and an increase of $13,967,000
in retained earnings as of January 1, 1968.

'Fif’ry Percent Interest in Jointly Owned Facilities

Consolidated

AMERICAN CAN COMPANY
Notes to Financial Statements

Note 1: The financial statements include all significant domestic
and Canadian subsidiaries and an undivided - one-half interest in
the assets, liabilities and results of operations of an unincorporated
joint venture to manufacture and sell petrochemical products.
Investments in nonconsolidated subsidiaries, principally foreign, are
stated at cost adjusted for change in equity since acquisition.

The 1968 financial statements have been restated to include on a
pooling of interests basis a business acquired in 1969 in exchange
for 100,000 shares of the Company’s common stock.

DART INDUSTRIES INC.
Notes to Financial Statements

Basis of Consolidation and Accounting Principles (in part)—Dart
is a 50% owner of a plastics processing corporation and party to
a joint operating agreement whereby it has an undivided 50%
interest in plant and other assets relating to the production and
marketing of certain petrochemicals. Consistent with prior years,
the accompanying statements include 50% of the assets, liabilities,
income and costs and expenses of these jointly owned activities.

KOPPERS COMPANY, INC.
Notes to Financial Statements

Note I (in part): Principles of Consolidation and Change in Ac-
counting—The consolidated statements include the accounts of the
Company, all of its subsidiaries (except one foreign company owned
52%) and the Company’s 50% share of the assets and liabilities
and income and expenses of Sinclair-Koppers Company, a part-
nership owned by the Company and Atlantic Richfield Company.

The foreign non-consolidated subsidiary and 50% owned com-
panies are carried at cost. One domestic company, approximately
50% owned, is carried at equity in underlying net assets. In prior
years the Company carried its investment in this company at cost
and reflected dividends in consolidated income as they were re-
ceived. In 1969 the Company retroactively adopted the equity
method of accounting for this investment, under which the Com-
pany’s share in its earnings is reflected in current income. The
effect of this change was to increase net income for the years
1969 and 1968 by $747,000 and $658,000, respectively, and to in-
crease earnings retained in the business at January 1, 1968 by
$2,432,899.

The Company’s equity in the net assets of the foreign non-con-
solidated subsidiary and 50% owned companies at December 31,
1969 exceeds the carrying value (cost) of the Company’s invest-
ment therein by $3,900,000. The Company’s equity in the net in-
come of these companies in 1969 amounted to $1,560,000 and div-
idends of $206,000 were received and taken into consolidated
income.
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Combined Statements

AMP INCORPORATED
Combined Balance Sheet (in part)

Shareholders’ Equity:

AMP Incorporated—
Common stock, without
par value—
Authorized 15,000-
,000 shares, is-
sued 12,480,000

1969 1968

‘ shares . $ 12,480,000 $ 12,480,000
Pamcor, Inc.—
Common  stock, par

value $1.00 per share—
Authorized 50,000
shares, issued 20,-

000 shares 20,000 20,000
Retained earnings 91,674,000 73,269,000
104,174,000 85,769,000
Less— Treasury stock, at’
cost ... 143,000 172,000
Total shareholders’
equity .. ... $104,031,000 $ 85,597,000

Notes to Combined Financial Statements

Note 1: Principles of Combination—The financial statements of
Pamcor have been combined with those of AMP and its subsid-
iaries (all wholly owned), since each company is owned beneficially
by identical shareholders. Pamcor has no active subsidiaries and no
affiliates other than AMP and its subsidiaries. By trust agreement,
Bankers Trust Company holds all of the Pamcor common stock for
the benefit of AMP common shareholders whose certificates are
endorsed to show they are entitled to a proportionate interest in
the Pamcor common stock held in the Trust. This interest is not
transferable separately.

Intercompany and affiliated company accounts and transactions,
including unrealized profits in inventory, were eliminated in con-
solidating and combining the financial statements of AMP, its sub-
sidiaries and Pamcor.

TABLE 1-17: BUSINESS COMBINATIONS

1969

All acquisitions accounted for as purchases . .. .. 111
All acquisitions accounted for as poolings of interests 101

Number of Companies

Purchases and poolings of interests . .. . . . - 84
Accounting treatment not determinable .. .. .. o 30
Companies reporting business combinations.. 326

Companies not reporting business combinations 274

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

BUSINESS COMBINATIONS

In August 1970 the Accounting Principles Board
issued Opinion No. 16—Business Combinations. This
opinion, effective for business combinations initiated
after October 31, 1970, is the authoritative pronounce-
ment on business combinations. The conclusion para-
graph of Opinion No. 16 states:

8. The Board concludes that the purchase method
and the pooling of interests method are both accept-
able in accounting for business combinations, al-
though not as alternatives in accounting for the same
business combination. A business combination which
meets specified conditions requires accounting by
the pooling of interests method. A new basis of ac-
counting is not permitted for a combination that
meets the specified conditions, and the assets and
liabilities of the combining companies are combined
at their recorded amounts. All other business com-
binations should be accounted for as an acquisition
of one or more companies by a corporation. The cost
to an acquiring corporation of an entire acquired
company should be determined by the principles of
accounting for the acquisition of an asset. That cost
should then be allocated to the identifiable individual
assets acquired and liabilities assumed based on their
fair values; the unallocated cost should be recorded
as goodwill.

The Opinion also states that, “the practice now
known as part-purchase, part-pooling is not accept-
able.” However, if a corporation owns on October 31,
1970 “a minority interest in or exactly 50 percent of
the common stock of another company and the corpo-
ration initiates after October 31, 1970 a plan of com-
bination with that company, the resulting business
combination may be accounted for by the pooling of
interests method provided the combination is completed
within five years after October 31, 1970 and the com-
bination meets all conditions specified” for a pooling of
interests.

The investment in common stock held on October

31, 1970 should not be accounted for as treasury

stock or retired stock at the date of the combination.

Instead, the excess of cost over the investor corpo-

ration’s proportionate equity in the net assets of the

combining company at or near the date the stock
investment was acquired should be allocated to iden-
tifiable assets of the combining company at the date
the combination is consummated on the basis of the
fair values of those assets at the combination date.
The unallocated portion of the excess should be as-
signed to an unidentified intangible asset (goodwill)
and should be accounted for according to applicable
previous pronouncements of the Board and its prede-
cessor committee. The cost of goodwill should not be
amortized retroactively but may be amortized pro-
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spectively under the provision of APB Opinion No. lgting to the _issue of securities or other considera-
17, paragraph 35. If the cost of the investment is tion are pending.

less than the investor’s equity in the net assets of the The combined corporation does not agree directly
combining company, that difference should reduce or indirectly to retire or reacquire all or part of the
proportionately the recorded amounts of noncurrent common stock issued to effect the combination.

assets (except long-term investments in marketable

s L The combined corporation does not enter into
securities) of the combining company.

other financial arrangements for the benefit of the
former stockholders of a combining company, such as
a guaranty of loans secured by stock issued in the
combination, which in effect negates the exchange

POOLINGS OF INTERESTS of equity securities.

Opinion No. 16 defines the conditions which re- The combined corporation does not intend or plan
quire pooling of interests accounting. These conditions to dispose of a significant part of the assets of the
are listed below. combining companies within two years after the com-

Each of the combining companies is autonomous
and has not been a subsidiary or division of another
corporation within two years before the plan of
combination is initiated.

Each of the combining companies is independent
of the other combining companies.

The combination is effected in a single transaction
or is completed in accordance with a specific plan
within one year after the plan is initiated.

A corporation offers and issues only common
stock with rights identical to those of the majority
of its outstanding voting common stock in exchange
for substantially all of the voting common stock in-
terest of another company at the date the plan of
combination is consummated.

None of the combining companies changes the
equity interest of the voting common stock in con-
templation of effecting the combination either within
two years before the plan of combination is initiated
or between the dates the combination is initiated and
consummated; changes in contemplation of effecting
the combination may include distributions to stock-
holders and additional issuances, exchanges, and re-
tirements of securities.

Each of the combining companies reacquires shares
of voting common stock only for purposes other than
business combinations, and no company reacquires
more than a normal number of shares between the
dates the plan of combination is initiated and con-
summated.

The ratio of the interest of an individual common
stockholder to those of other common stockholders
in a combining company remains the same as a result
of the exchange of stock to effect the combination.

The voting rights to which the common stock own-
ership interests in the resulting combined corpora-
tion are entitled are exercisable by the stockholders;
the stockholders are neither deprived of nor restricted
in exercising those rights for a period.

The combination is resolved at the date the plan
is consummated and no provisions of the plan re-

bination other than disposals in the ordinary course
of business of the formerly separate companies and to
eliminate duplicate facilities or excess capacity.

The occurrence of a pooling of interests should be
disclosed in the financial statements of the combined
corporation. The notes to financial statements of a
combined corporation should disclose the following
information:

Name and brief description of the companies com-
bined, except a corporation whose name is carried
forward to the combined corporation.

Method of accounting for the combination—that
is, by the pooling of interests method.

Description and number of shares of stock issued
in the business combination.

Details of the results of operations of the pre-
viously separate companies for the period before the
combination is consummated that are included in the
current combined net income. The details should in-
clude revenue, extraordinary items, net income, other
changes in stockholders’ equity, and amount of and
manner of accounting for intercompany transactions.

Descriptions of the nature of adjustments of net
assets of the combining companies to adopt the same
acccounting practices and of the effects of the changes
on net income reported previously by the separate
companies and now presented in comparative finan-
cial statements.

Details of an increase or decrease in retained
earnings from changing the fiscal year of a combin-
ing company. The details should include at least
revenue, expenses, extraordinary items, net income,
and other changes in stockholders’ equity for the
period excluded from the reported results of oper-
ations.

Reconciliations of amounts of revenue and earn-
ings previously reported by the corporation that issues
the stock to effect the combination with the com-
bined amounts currently presented in financial state-
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ments and summaries. A new corporation formed to
effect a combination may instead disclose the earn-
ings of the separate companies which comprise
combined earnings for prior periods.

Poolings of interests which are consummated sub-
sequent to the end of a corporate fiscal year should
not, as previously permitted, be reflected in the finan-
cial statements for the fiscal year being reported upon.
However, the substance of such a transaction and its
effect on reported financial position and results of
operations should be disclosed in the notes to financial
statements or otherwise.

Examples of disclosures of poolings of interests
follow.

BLUE BELL, INC.
Notes to Financial Statements

Note 1 (in part): Principles of Consolidation, Etc.—As of March
31, 1969, 168,166 shares of $5 par value common stock were
issued in exchange for all of the outstanding capital stock of
Hicks-Ponder Company of El Paso, Texas which was merged into
the Company. This merger was accounted for as a pooling of
interests and prior year amounts have been restated accordingly.
Because the fiscal year-end of Hicks-Ponder Company differed
from that of the Company, the accompanying financial statements
for the years ended September 30, 1968 and 1969 include the ac-
counts, as adjusted (see Note 2), of Hicks-Ponder Company for
its fiscal year ended October 31, 1968 and the eleven months
ended September 30, 1969, respectively.

Note 2 (in part): Inventories—Retroactive effect has been given
in the accompanying financial statements to adjustments to conform
the practices of accounting for inventories used by Hicks-Ponder
Company to the practices used by Blue Bell, Inc. The effect of this
change on the results of operations for 1969 and 1968 was not
material.

Statement of Consolidated Retained Earnings (in part):
1969 1968

Balance At Beginning of Year:

As previously reported . ... ... . ..

Retained earnings of Hicks-Ponder Com-
pany, merged into Blue Bell, Inc.

$28,538,306 $25,263,612

(Note 1) S . 3,448,002 3,211,364
Adjustment to conform the practice of

accounting for inventories used by

Hicks-Ponder Company to the prac-

tices used by Blue Bell, Inc., net of

related income tax effect (1969—

$293,121; 1968—$199,738) .. .. (283,703) ‘(200,892)

As restated $31,702,605 $28,274,084

HARRIS-INTERTYPE CORPORATION
Notes to Financial Statements

Note A (in part): Consolidation—In February, 1969, the Corpo-
ration issued 700,071 shares of Common Stock in exchange for all
the outstanding stock of RF Communications, Inc., which became
a wholly-owned subsidiary. The transaction was accounted for as
a pooling of interests, and accordingly the accounts of RF are in-
cluded in the consolidated financial statements in fiscal 1969 and
1968, as restated. Net sales and net earnings of RF were $15,312,-
241 and $1,051,250, respectively in fiscal 1968.

A ten year historical summary presents unadjusted figures. Net
sales and net earnings figures for the past five years, adjusted to
reflect the effect of poolings of interests, are presented at the bot-
tom of the historical summary.

TABLE 1-18: POOLINGS OF INTERESTS

Number of Companies 1969 1968 1967

All prior years restated in historical

summary to include pooled companies 70 84 58
Ali amounts shown for past five years

restated to include pooled companies;

other years in historical summary not

restated .. ... .. ... 17 26 7
One or two years restated to include

pooled companies; other years in his-

torical summary not restated ... . .. 26 29 29
Prior year restated in comparative fi-

nancial statements only . .. . . . 17 16 25
Other presentations for restatement . . 8 N/C N/C

No restatement of prior year statements 47 29 25
Companies reporting poolings of

interests . .. ... ... ... . ... . 185 184 144

Companies not reporting poolings
of interests ... ... ... . . . . . 415 416 4_56
Total ... . ... . .. . .. 600 600 600

Securities Issued

Common stock only . ... .. ... . .. 139 122 95
Preferred or convertible preferred only 14 34 27
Common and convertible preferred stock 17 28 22
Other or not determinable .. .. . . 15 — —

Total ... .. ... .. .. 185 184 144
N/C—Not compiled

HELENA RUBINSTEIN, INC.
Notes to Financial Statements

Note 1: Principles of Consolidation—The consolidated financial
statements include the accounts of Helena Rubinstein, Inc. and all
its subsidiaries. During 1969 the Company acquired in exchange
for 862,547 shares of its common stock all the outstanding shares
of the Helena Rubinstein companies located in the Eastern Hemi-
sphere. The acquisition has been accounted for as a pooling of
interests and accordingly the 1968 consolidated financial statements
have been restated to include the accounts of the pooled companies.

The net assets, net sales and net income of subsidiaries operating
in foreign countries follow:

Western Eastern
Hemisphere Hemisphere
1969 1968 1969 1968
Net Assets .... $ 7,861,882 $ 6,611,965 $24,985,864 $22,244,579
Net Sales . ... .. $10,849,096 $ 9,790,681 $25,782,674 $24,595,637
Net Income ... $ 891,181 $ 674,023 $ 3,220,230 $ 2,612,066

Income and expenses of these subsidiaries, except for deprecia-
tion and amortization, have been translated into U. S. dollars at
average exchange rates prevailing during the year. Balance sheet
accounts have been translated at year-end rates except that prop-
erty, plant and equipment and related depreciation and amortization
charges, stockholders’ equity accounts and certain other noncurrent
assets have been translated at historical or other appropriate rates.

The balance of retained earnings at December 31, 1969 includes
approximately $4,000,000 of statutory reserves, and capitalized
earnings of foreign subsidiaries which are not readily available for
distribution.

STANRAY CORPORATION
Notes to Consolidated Financial Statements

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

During 1969, the Company acquired several businesses. Three of
these acquisitions were accounted for on a pooling-of-interests basis
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and 166,316 shares of the Company’s common stock were issued
in payment. The financial statements for 1968 have been restated
to reflect these transactions. The net sales and net income of
pooled businesses were $3,862,110 and $252,973 respectively, in 1968.
Two of the pooled businesses have been included in the 1968
financial statements, as restated, on the basis of their fiscal years
which ended on dates other than that of the Company.

5 Year Summary (1)

1. The 5 Year Summary in the above tabulation has been restated
to include results of companies acquired in transactions accounted
for as poolings or as partial poolings of interests. The results of
operations of purchasedp companies have been included in the sum-
mary from date of acquisition. Operating results as originally re-
ported for such years, without restatement for pooled or partial
pooled companies were as follows:

(000 Omitted)
Net Net Income
Year Sales Income per Share
1968 $71,824 $2,751 $1.70
1967 36,849 1,485 1.22
1966 51,960 1,640 135
1965 46,151 807 .67

SUPERMARKETS GENERAL CORPORATION
Notes to Financial Statements

Principles of Consolidation (in part)—In June 1969 the Com-
pany acquired all the stock of companies operating six home im-
provement centers and a distribution center in exchange for shares
of its common stock in a transaction accounted for on a pooling
of interests basis. Accordingly, the 1968 consolidated statement of
earnings has been restated and includes these companies’ sales and
net income of $13,467,196 and $660,649 respectively, The 1968
balance sheet includes the accounts of these acquired companies at
December 31, 1968 inasmuch as restatement of such accounts at
November 2, 1968 was not practicable and would not have resulted
in any material change from the figures as shown.

Note a: Six-Year Statistical Summary—Supermarkets General
Corporation’s predecessors, Supermarkets Operating Co. and Gen-
eral Super Markets, Inc. are included on a pooling of interest
basis for periods prior to their merger in April 1966 and Genung’s
Incorporated and Rickel Bros., Inc. and affiliated companies are
similarly included for periods prior to their acquisition in April
1968 and June 1969 respectively.

SWIFT & COMPANY
Notes to Consolidated Financial Statements

Note 2 (in part): Acquisitions—All of the outstanding stock of
Bookey Packing Company was acquired in September 1969 in ex-
change for 301,635 shares of the Company’s common stock. The
acquisition has been treated as a pooling of interests and effect
has been given in the consolidated financial statements to include
Bookey for the 1968 and 1969 fiscal years. Accordingly, accumu-
lated earnings at October 28, 1967 have been increased $2,995,000,
1968 sales have been increased $101,015,000 and the 1968 loss has
been reduced $392,000 from amounts previously reported.

U. S. PLYWOOD-CHAMPION PAPERS INC.
Notes to Financial Statements

Note 1: Principles of Consolidation—The Company follows the
practice of consolidating all domestic and Canadian subsidiaries.
Unconsolidated foreign subsidiaries, other than the Brazilian sub-
sidiary, are reflected in the financial statements on the equity basis.
Investments in 50% owned companies and joint ventures are
recorded at the lower of the Company’s equity in their net assets
or estimated net realizable value.

During the year the Company issued 3,243,860 shares of its
common stock for the assets and business or in exchange for all
of the outstanding capital stock of Trend Industries, Inc. and
‘another company. These transactions were recorded as poolings
of interests and accordingly the financial statements include the
accounts and operations of these companies.

Financial Review (Page 14)

Stock Split and Acquisitions—At the annual meeting on May
8, 1969, the shareholders authorized a two-for-one split of com-
mon shares. Earnings per share and the average number of com-
mon shares outstanding for 1969 and 1968 have been restated to
reflect the split and include the issuance in December 1969 of
3,243,806 common shares in exchange for the business and prop-
erties of Trend Industries, Inc. and Birmingham Ornamental Iron
Company under the pooling of interests accounting concept.

Sales of the businesses included under the pooling of interests
concept were $84,764,000 in 1969 and $79,452,000 in 1968. Their

earnings were $4,302,000 in 1969 and $3,848,000 in 1968. Al-
though these poolings of interests have the effect of reducing earn-
ings per common share 9¢ in 1969 and 8¢ in 1968 these businesses
have the near-term capacity and potential to enhance the com-
pany’s net earnings in the near term.

Five-Year Financial Summary

The above figures have been restated to reflect poolings of in-
terests prior to the date of acquisition and to give effect to a
two for one common stock split in 1969.

WESTINGHOUSE ELECTRIC CORPORATION
Financial Review

Principles of Consolidation (in part)—On September 30, 1969
the Corporation acquired Seven Up Bottling Company of Los
Angeles, Inc., Seven Up Bottling Company of San Bernardino, Inc.,
and 7-Up Bottling Company of Bakersfield, Inc., in exchange for
499,031 shares of common stock.

The Corporation acquired on December 22, 1969 all the out-
standing shares of C. W. Blakeslee and Sons, Incorporated, in
exchange for 145,161 shares of common stock. Blakeslee is en-

gaged in general contracting and the manufacture of pre-stressed
concrete.

These two acquisitions were recorded as poolings of interests. The
acquired companies had income of $2,170,818 on $45,692,492 of
sales in 1968. These amounts are not included in the financial
statements of 1968 because they are not significant.

SQUARE D COMPANY
Notes to Consolidated Financial Statements

Note J: Pending Acquisition—The Company has entered into an
Agreement and Plan of Reorganization, dated January 21, 1970,
with Anderson Electric Corporation of Leeds, Alabama. Under the
terms of this Agreement the Company will issue 781,875 shares of
its unissued common stock for substantially all of the assets of
Anderson. This acquisition, subject to approval by the shareholders
of Anderson in April, 1970, will be acccounted for as a pooling of
interests when consummated. Net sales and net income of Ander-
son for the year ended December 31, 1969 were $20,931,483 and

$793,041 respectively; net assets at December 31, 1969 were
$6,666,915.

PURCHASES

With regard to business combinations accounted for
by the purchase method, Opinion No. 16 states that
the following information should be disclosed in the
notes of the financial statements of the acquiring cor-
poration:

Name and a brief description of the acquired com-
pany.

Method of accounting for the combination—that
is, by the purchase method.

Period for which results of operations of the ac-
quired company are included in the income state-
ment of the acquiring corporation.

Cost of the acquired company and, if applicable,
the number of shares of stock issued or issuable
and the amount assigned to the issued and issuable
shares.

Description of the plan for amortization of ac-
quired goodwill, the amortization method, and period
(APB Opinion No. 17, paragraphs 27 to 31).

Contingent payments, options or commitments spec-
ified in the acquisition agreement and their proposed
accounting treatment.
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The notes should also include the following infor-
mation on a pro forma basis:

Results of operations for the current period as
though the companies had combined at the beginning
of the period, unless the acquisition was at or near
the beginning of the period.

Results of operations for the immediately preced-
ing period as though the companies had combined
at the beginning of that period if comparative finan-
cial statements are presented.

Examples of disclosures of purchases follow.

CHAMPION SPARK PLUG COMPANY
Notes to Consolidated Financial Statements

Note 2 (in part): At December 31, 1968, Champion owned
85.6% of the outstanding common stock of the DeVilbiss Com-
pany, representing cash purchases in 1967 and 1968 for an aggre-
gate cost of approximately $45,000,000. The excess of cost over
equity acquired in DeVilbiss ($20,000,000) has been amortized
on the basis of a 20-year period.

At a special meeting of shareholders held on October 8, 1969,
holders of approximately 98% of all of the outstanding shares of
DeVilbiss approved an Agreement of Merger, which provided for
a statutory merger to be accomplished by the conversion of each
of the 221,787 outstanding shares of DeVilbiss common stock (ex-
cluding shares held by Champion) into one share of Champion
common stock, with DeVilbiss thereafter to be operated as a
Division of Champion.

The merger was effected as of January 1, 1970 and has been
treated as a purchase as of that date for accounting purposes. The
total cost to Champion of all of the DeVilbiss shares, measured
by the cash purchases plus the market value of Champion shares
issued to complete the merger, exceeded the book value of the
net assets of DeVilbiss by approximately $22,000,000 at dates of
acquisition. Based upon independent appraisals, $8,900,000 of this
excess cost has been allocated to property, plant and equipment
of DeVilbiss and $900,000 to patents of DeVilbiss, reducing the
excess cost to $9,500,000 (net of $2,700,000 amortization previ-
ously recorded). The accompanying condensed consolidated bal-
ance sheet as of January 1, 1970 reflects the complete accounting
for the merger, including the aforementioned adjustments together
with elimination of the minority interest in DeVilbiss; net reduc-
tion of current liabilities resulting from applicable adjustments for
Federal income tax purposes: and adjustments to excess cost (good-
will), common stock and “capital in excess of par value” occa-
sioned by the issuance of additional Champion shares to effect
the merger. Had such accounting been reflected since July 1,
1967 (the date of Champion’s initial purchase of DeVilbiss shares)
net earnings for subsequent periods would not have changed sig-
nificantly since increased depreciation and amortization of property
and patents would have been approximately offset by a reduction
in amortization of excess cost.

HAT CORPORATION OF AMERICA
Notes to Financial Statements

Note A: During the year, the Company purchased the net as-
sets and business of Cable Raincoat Company and affiliates
(“Cable”) and in separate transactions the net assets of two other
companies. The aggregate excess of purchase prices over the net
assets acquired at the respective dates of acquisitions amounted to
$1,570,000, of which $1,217,000 was allocated to Fixed Assets and
$353,000 to Trade Names and Other Intangibles. Two of the
aforgmermoned purchase agreements contain provisions for future
contingent paymernts in cash (maximum of $3,250,000) based upon
certain specified levels of net income and/or net sales of the
acquired businesses. In the event that any future contingent pay-
ments are required to be made, the amounts thereof will be
charged to Trade Names and Other Intangibles. The operations of
the businesses acquired during the year are included in the accom-
panying Consolidated Statements of Income and Earned Surplus
from their respective dates of acquisition.

TABLE 1-19: PURCHASES
1969 1968 1967

Number of Companies

Reporting excess cost of acquisition as

an intangible asset .... .. ..... .. 97 95 72

Not reporting excess cost of acquisition
as intangible asset ... ... ... . . 27 27 14

Not determinable whether intangible is
recognized ... .. ... ... ... ... .. .. 71 68 30
Companies reporting purchases 195 190 116
Companies not reporting purchases 405 410 484
Total .. ... ... ... ... 600 600 600

Nature of Consideration

Stock .. ... 61 49 27
Other or not stated . . . . .. S 134 141 89
195 190 116

BROWN & SHARPE MANUFACTURING
COMPANY
Notes to Consolidated Financial Statements

Note 1 (in part): Principles of Consolidation—In February,
1969, the Company acquired 84% of the common stock of Anocut
Engineering Company for $8,140,000 and has an option to pur-
chase the remaining 16% in 1973 at a price dependent upon the
future earnings of the subsidiary. The Company, based upon an
independent appraisal, has allocated the excess of the purchase
price over the assets acquired to patents, other intangibles and
fixed assets.

CENTRAL SOYA COMPANY, INC.

Notes to Consolidated Financial Statements

Note 1: Principles of Consolidation—The consolidated financial
statements include the accounts of the Company and all wholly-
owned subsidiaries. During the year, two subsidiaries, formerly
reflected as nonconsolidated affiliates, became wholly-owned when
the subsidiaries purchased all of the minority interest stock at a
cost which was in excess of related net assets, The inclusion of
these subsidiaries has no significant effect on the consolidated
financial statements.

Investments in nonconsolidated affiliates are reflected in the
balance sheet at cost plus the Company’s share of undistributed
earnings, which in 1969 amounted to $253,879 and is included
in_other income. Dividends in the amount of $71,729 were re-
ceived from nonconsolidated affiliates.

During the year, the Company issued 62,611 shares of its capital
stock in exchange for all of the capital stock of a company which
is currently being operated as a subsidiary. This exchange has been
treated for accounting purposes as a pooling of interests and,
accordingly, the consolidated financial statements include the ac-
counts of this subsidiary for the full year ended August 31, 1969.
The consolidated financial statements for the prior year have
not been restated to include the accounts of this subsidiary since
the effect is not material. Also during the year, the Company pur-
chased 41,573 shares of its capital stock which shares were ex-
changed for all of the capital stock of a company currently being
operated as a subsidiary. The consolidated financial statements
include the accounts of this subsidiary since the date of acquisition.

The amount shown on the balance sheet as “Cost in excess of
net assets of subsidiaries” results from the inclusion in consolida-
tion of the two subsidiaries mentioned in the first paragraph of
this note and of the purchased subsidiary mentioned in the pre-
ceding paragraph. Such excess is being amortized over a fifteen
year period.

Certain reclassifications of the 1968 amounts have been made
to conform to the 1969 presentation.
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IOWA BEEF PACKERS, INC.
Notes to Consolidated Financial Statements

Note B: Acquisition of Blue Ribbon Beef Pack, Inc~—During
the year the Company acquired, in exchange for $5,331,000 of its
convertible debentures, all the outstanding stock of Blue Ribbon
Beef Pack, Inc. which had plants in LeMars and Mason City, lowa.
The acquisition was accounted for as a purchase, and the opera-
tions of Blue Ribbon since May 31, 1969, have been included in
the accompanying financial statements, The cost in excess of the
net assets acquired, amounting to $2,556,000, was allocated to
property, plant and equipment.

The United States Justice Department has filed suit under the
Clayton Anti-Trust Act in an attempt to require the Company to
dispose of the plants acquired. The case has been set for trial
on March 2, 1970, and the outcome or its possible financial effect
on the Company is not determinable at this date.

TRIANGLE-PACIFIC FOREST PRODUCTS CORP.
Notes to Financial Statements

_Note 1: Principles of Consolidation—The accompanying finan-
cial statements include the accounts of Triangle-Pacific Forest
Products Corp. and all subsidiaries from the dates of organization
or acquisition.

On January 2, 1969, the Company purchased all of the out-
standing stock of Tubafour Stud Mills Ltd., British Columbia,
Canada for $2,227,000 cash and on July 25, 1969 all of the out-
standing stock of Ewing Lumber & Millwork Corp. for $3,000,000
cash and 100,000 shares of common stock. These transactions and
other acquisitions during the year have been treated as ‘“‘pur-
chases” for accounting purposes; and their operating results are
therefore included herein only from the date of acquisition.

The purchase price of the shares of Tubafour Stud Mills Ltd.

in excess of the book value of the assets acquired amounting to.

$1,496,000 has been included in “Timber Rights” and is being
amortized by the Company over 40 years. The excess cost of in-
vestment in Ewing Lumber and Millwork Corp. over equity at
acquisition amounting to approximately $840,000 is being amor-
tized by the Company over 40 years.

Foreign assets and liabilities have been converted at the appro-
priate Foreign Exchange rate.

COST OF BUSINESS COMBINATIONS

Table 1-20 shows that most companies disclosing
business combination costs charge such costs to addi-
tional capital. An example of such a charge follows.

WARD FOODS, INC.
Notes to Financial Statements

The Consolidated Financial Statements for 1969 include the ac-
counts of all significant subsidiaries. Three companies were ac-
quired during 1969 in transactions accounted for as purchases,
and their operations are included in the statements from the re-
spective dates of acquisition.

Consolidated Statement of Capital Surplus

Balance, Beginning of Year ............... ... .. .. $33,869,627
Add (Deduct):

Acquisition and registration expenses .......... o (203,576)
Fair value of warrants issued in connection with
senior and subordinated long-term debt .. .. .. 805,592
Cost of 7,000 shares of treasury stock issued in 1969
in connection with an acquisition accounted for as
a pooling oi interetsjt in a prior year .......... (318,144)
Common stock issued:
3% stock dividend ..................... .... 3,080,266
Issuance of stock under restricted stock grants
and upon exercise of stock options ....... ... 1,468,076
Conversion of debentures .................... 3,548,531
For an acquisition accounted for as a purchase. 3,797,611

Balance, End of Year ........................ ... $46,047,983

TABLE 1-20: COSTS OF BUSINESS COMBINATIONS

Number of Companies 1969 1968
Costs charged to:
Additional capital .. = .. .. . . .. 37 40
Retained earnings . ... .. .. .. ... ... .. 3 6
Other ... . ... ... . .. ... ... .. ... ... 1 —
. Subtotal . ... ............... T41 46
Business combinations reported but no costs
disclosed .. ... ... ... ... ... .. ... ... 294 260
No business combination reported == .. .. .. 265 294
Total ... ... .. ... .. . .. ... 600 600

Opinion No. 16 prescribes the following accounting
treatment.

58. The pooling of interests method records neither
the acquiring of assets nor the obtaining of capital.
Therefore, costs incurred to effect a combination ac-
counted for by that method and to integrate the
continuing operations are expenses of the combined
corporation rather than additions to assets or direct
reductions of stockholders’ equity. Accordingly, all
expenses related to effecting a business combination
accounted for by the pooling of interests method
should be deducted in determining the net income
of the resulting combined corporation for the period
in which the expenses are incurred. Those expenses
include, for example, registration fees, costs of fur-
nishing information to stockholders, fees of finders
and consultants, salaries and other expenses related
to services of employees, and costs and losses of
combining operations of the previously separate com-
panies and instituting efficiencies.

76. Costs of acquisition. The cost of a company
acquired in a business combination accounted for by
the purchase method includes the direct costs of ac-
quisition. Costs of registering and issuing equity se-
curities are a reduction of the otherwise determinable
fair value of the securities. However, indirect and
general expenses related to acquisitions are deducted
as incurred in determining net income.
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CONTINGENCIES

In October 1958, the committee on accounting pro-
cedure of The American Institute of Certified Public
Accountants issued Accounting Research Bulletin No.
50—Contingencies which states that:

In the preparation of financial statements presenting
financial position or operating results, or both, it is
necessary to give consideration to contingencies. In
accounting, a contingency is an existing condition,
situation or set of circumstances, involving a consid-
erable degree of uncertainty, which may, through a
related future event, result in the acquisition or loss
of an asset, or the incurrence or avoidance of a lia-
bility, usually with the concurrence of a gain or loss,
A commitment which is not dependent upon some sig-
nificant intervening factor or decision should not be
described as a contingency.

TABLE 1-21: CONTINGENT LIABILITIES AND COMMITMENTS

Nature of Contingency or

Commitment* 1969 1968 1965 1960
A: Litigation:
Nongovernment . .. . = . 80 76 78 75
Government ... ... .. . 72 39 61 64
Not identified .. .. . . 88 62 39 17
Guarantees:
Sonsolidated subsidiaries 341
nconsolidated subsid-
iaries and affiliated com- J 106 105 79
panies ... . ... . 76
Other ... . .. . .. o 42 40 36 29
C: Possible tax assessments . . . 63 51 39 42
D: Accounts or notes receivable
sold ... ... . . . . . o 44 31 38 33
E: Purchase or repurchase com-
mitments ... ... .. . .... 129 93 38 22
F: Additional stock to be issued
in connection with a pur-
chase ... . .. ... ... . 60 N/C N/C N/C
G: Miscellaneous agreements

,,,,,,,, 76 66 32 39
764 564 466 400

and contracts
Total .. . . .

Number of Companies Referring

to Contingent Liabilities or

Commitments
On the face of the balance sheet. 89 60 36 13
In notes to financial statements or

in president’s letter only . . 286 277 247 252
375 337 283 265

No reference .. ... ... . .. . 225 263 317 335
Total ... ... .. .. 600 600 600 600

NC—Not compiled
* Refer to Company Appendix Section—A: 57, 283, 685; B: 139,
403, 586; C: 30, 254, 628; D: 418, 684; E: 36, 667; F: 193, 291,
691; G: 160, 609.

CONTINGENT LIABILITIES AND COMMITMENTS

Table 1-21 summarizes the nature and frequency
of various contingent liabilities and commitments dis-
closed in the 1969 annual reports of the survey com-
panies. Examples of contingent liability and commit-
ment disclosures are shown below.

Nongovernment Litigation

ALLIS-CHALMERS MANUFACTURING
COMPANY
Notes to Consolidated Financial Statements

Note 9 (in part): Commitments and Contingencies—Litigation:
(a) An action started by the Company in the U. S. District Court
for the District of Delaware against White Consolidated Industries,
Inc, in chember 1968 under Section 7 of the Clayton Act, to
enjoin White from, among other things, attempting to obtain con-
trol over the Company by voting its shares of the Company’s com-
mon stock, by increasing its holdings of the Company’s common
stock or by atiempting to elect directors to the Company’s Board
of Directors. The action also seeks to compel divestiture by White
of its holdings of Allis-Chalmers common stock on terms that would
not be injurious to the Company. In pursuance of a decision in
favor of Allis-Chalmers by the U. S. Court of Appeals for the Third
Circuit, and following a denial by the U. S. Supreme Court of
White’s petition for a review of the Court of Appeals decision, the
District Court in January 1970 enjoined White from, among other
things, voting shares of Allis-Chalmers stock owned or controlled
by it for representation on the Company's Board and from taking
steps to increase its holdings of Allis-Chalmers stock, pending
outcome of the suit.

(b) An action started by the Company in the U. S. District
Court for the Eastern District of Wisconsin against Gulf & Western
[ndustries, Inc. in January 1969, under Section 16(b) of the Se-
curities Exchange Act of 1934, to recover ‘short-swing profits”
realized by Gulf & Western from its sale of 3,248,000 shares of
the Company’s common stock to White Consolidated Industries,
Inc. Gulf & Western has filed an action in the U. S. District
Court for the Northern District of Illinois seeking exemption from
the provision of such Act on the ground that it was obliged to
sell such stock under duress. The first action has been transferred
to the U. S. District Court, Northern District of Illinois, for trial.

(c) An action started in the U. S. District Court for the Eastern
District of Wisconsin by the Department of Justice against the
Company in 1963, under Section 7 of the Clayton Act, to obtain
injunctive relief and an order of divestiture arising out of the
Company’s acquisition of the assets of Simplicity Manufacturing
Company, The case has been tried and submitted to the Court.

(d) An action brought against the Company, the individual
Directors and others in the Court of Chancery of the State of
Delaware by White Consolidated Industries, Inc. in July 1969, to
obtain, among other things, rescission of an agreement under
which Allis-Chalmers sold 450,000 shares of preferred stock to
private investors. White claims damages and is seeking injunctive
relief. The case is pending. Generally similar actions have been
brought by a shareholder of the Company in the U. S. District
Court for the Southern District of New York and the Court of
Chancery in the State of Delaware.

(e) An action brought against the Company by White Consoli-
dated Industries, Inc. in February 1969, to obtain rescission of
an acquisition agreement between the Company and Standard Steel
Corporation, damages and injunctive relief to prohibit the Com-
pany from taking any steps which would unreasonably dilute the
voting equity of White in the Company. The Company has filed
an answer denying the allegations of wrongdoing in the complaint.
The action is pending.

(f) An action brought against the Company and the individual
Directors by M. Geller, et al. in August 1967, claiming damages
arising out of the refusal of the Directors to endorse the Ling-
Temco-Vought, Inc. proposal to acquire shares of the Company.
The action is pending in the U. S. District Court, Eastern District
of New York.

There are various other lawsuits pending agains the Company,
arising in the normal course of business.

Management believes, based on the opinion of legal counsel,
that the final disposition of the foregoing actions will not have a
material adverse effect on the Company’s financial position.
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ANHEUSER-BUSCH, INCORPORATED

Note 6 (in part): Commitments and Contingencies—In May
1968, Beverage Distributors, Inc. (a former wholesaler of the
Company whose relationship as a wholesaler had previously been
terminated by the Company), filed suit against the Company in
the United States District Court for the Northern District of
California, alleging violations by the Company of Sections 1 and
2 of the Sherman Act, and seeking a permanent injunction against
the Company from engaging in certain alleged illegal acts and
treble damages based upon alleged loss of net profits,. The Com-
pany is contending that this case is without merit and is defend-
ing against it.

The Company’s 1968 Annmal Report disclosed that Beverage
Distributors, Inc. had, on January 11, 1967, also filed a suit (in-
volving the same basic issues as are involved in the United States
District Court case) against the Company in the Superior Court
of the State of California for the County of Los Angeles alleging
illegal acts and claiming damages in the amount of $20,000,000.
On December 29, 1969, Beverage Distributors, Inc, dismissed this
suit without prejudice.

The Company was defendant in certain other lawsuits at De-
cember 31, 1969, the ultimate outcome of which cannot be de-
termined at this time. The Company’s liability under such suits,
if any, would not materially affect its financial condition or opera-
tions.

Government Litigation

FALSTAFF BREWING CORPORATION
Notes to Financial Statements

Note 9 (in part): Commitments and Contingent Liabilities—The
United States Department of Justice has instituted action in the
United States District Court of Rhode Island for the purpose of
requiring the Corporation to divest itself of the Narragansett
Brewing Company acquisition. Management and legal counsel be-
lieve that the acquisition is not in violation of the federal anti-trust
laws. Certain suits, other than claims covered by insurance, have
been filed against the corporations. In the opinion of management
and legal counsel the disposition of these suits wiil not have a
materially adverse affect upon the consolidated financial condition
of the Corporation and its subsidiaries.

INTERNATIONAL BUSINESS MACHINES

CORPORATION
Notes to Consolidated Financial Statements

Significant Litigation (in part): In January 1969, the Depart-
ment of Justice filed a civil antitrust complaint against 1BM under
Section 2 of the Sherman Antitrust Act, charging the Company
with monopolizing commerce in general purpose digital computers
in the United States, The government requests that 1BM be forced
to stop certain practices which it claims lead to a monopoly. The
complaint also contains a general statement asking the.court to
give such other relief by way of divorcement, divestiture and
reorganization as it may deem necessary to dissipate the effects of
the practices charged. -

1BM denies the charges in all of the foregoing cases and is vig-
orously defending itself against them.

KENNECOTT COPPER CORPORATION
Notes to Financial Statements

Note 2 (in part): Acquisition of Peabody Coal Company and
Subsidiaries—In August, 1968 the Federal Trade Commission is-
sued a complaint against Kennecott alleging that the acquisition
of the business and assets of Peabody Coal Company and sub-
sidiaries violated Section 7 of the Clayton Act. The complaint
seeks divestiture of the acquired assets if such violation is estab-
lished. Kennecott has filed its answer to the complaints in which
it denies that any violation of Section 7 occurred. In accordance
with F. T. C. procedures, a hearing before a trial examiner was
held. The outcome is not known at this time.

Guarantees of Subsidiaries' and Affiliates’ Obligations

MAREMONT CORPORATION
Notes

Note 11: Other Contingencies and Commitments—At December
31, 1969, the Company had guaranteed approximately $4,000,000
of loans and discounted receivables relating to its 91.8% owned
Spanish subsidiary and approximately $500,000 of loans of its
wholly owned French subsidiary. The Company has also guar-
anteed approximately $2,500,000 of discounted domestic receivables.

MOTOROLA, INC.
Notes to Financial Statements

Note 4 (in part): In_July, 1968, a subsidiary formed for the pur-
pose of financing foreign operations of Motorola, Inc. and its sub-
sidiaries issued $30,000,000 of 415% convertible guaranteed deben-
tures due in 1983, The debentures are convertible into common stock
of Motorola, Inc. at the rate of 6.25 shares of common stock for
each $1,000 principal amount, subject to adjustment in certain
events (see note 7), and are gnaranteed as to the payment of
principal and interest by Motorola, Inc. The debentures are re-
deemable at various dates at redemption prices reducing from
10412% to 100% of the principal amount thereof.

OWENS-ILLINOIS, INC.
Notes to Financial Statements

Note 6: Commitments and Contingencies (in part)—The Com-
pany was contingently liable at December 31, 1969 under guaran-
tees of loans of foreign subsidiaries and associates in the princi-
pal amount of $5,385,042 and the guarantee of a loan of Owens-
Illinois Overseas Capital Corporation in the unpaid principal
amount of $19,144,000.

Tax Contingencies

ACME MARKETS, INC.
Notes to Financial Statements

Note 3: Income Taxes (in part)—The Federal income tax re-
turns of the company for its fiscal 1963 and 1964 years have been
examined by the Internal Revenue Service, and an examination is
currently in progress for 1965-1967. The examining agents have
proposed various adjustments, including the extension of lives used
in computing depreciation of buildings and leasehold improve-
ments and the capitalization of certain types of improvements
which have consistently been expensed. The company is contest-
ing these adjustments, but any additional tax that is ultimately
paid would have no effect on net earnings or retained earnings
because such adjustments would represent timing differences and
payments would be applied against deferred income taxes. To mini-
mize future timing differences, however, the company has modified
its policy with respect to capitalizing certain costs of store re-
modeling and classification of improvements., During the year
ended March 29, 1969, items capitalized which would previously
have been expensed had the effect of increasing net earnings by
approximately $550,000 (18¢ a share).

CERTAIN-TEED PRODUCTS CORPORATION
Notes to Financial Statements

Note 7 (in part): Under date of February 27, 1969, the
District Director of Internal Revenue, Philadelphia, Pennsylvania,
issued reports to the Company and subsidiaries (including one
subsidiary since liquidated) proposing assessments of approxi-
mately $13,400,000, exclusive of interest, for the years 1961 through
1965, inclusive, The Company filed a protest to these proposed
assessments on July 24, 1969, and with respect to the significant
matters included in the reports, the Company believes that it has
meritorious defenses and is vigorously contesting the proposed as-
sessments; consequently, no provision has been made therefor in
the accompanying financial statements,

POLAROID CORPORATION
Notes to Financial Statements

Contingencies (in part)—The Company has received a report
of the Internal Revenue Service proposing additional income taxes
for the years 1965, 1966 and 1967 in the aggregate sum $5,574,787,
plus interest, resulting from a reallocation by the Internal Revenue
Service under IRC §482 of gross income to the Company from cer-
tain of its foreign subsidiaries. The Company has been advised by
its General Counsel that, in their opinion, such income reallocation
is unwarranted and a formal protest has been filed by the Com-
pany with the Appellate Division of the Internal Revenue Service.
In the opinion of the Company’s management, the disposition of
such matter will not involve sums having a material effect upon
the Company’s financial position. Because the amount of liability,
if any, is not determinable at this time, no provision for addi-
tional liability has been provided in the accompanying financial
statements,



Contingent Liabilities 31

Accounts or Notes Receivable Sold

TWENTIETH CENTURY-FOX CORPORATION
Notes to Financial Statements

Note 9 (in part): Contingent Liabilities, Commitments and
Leases—The company, in addition to commitments in the ordinary
course of business, was contingently liable at December 27, 1969
under pending lawsuits and claims, including anti-trust suits, for
substantial amounts. Liability on the pending lawsuits and claims
has been denied and the amounts, if any, which may ultimately be
paid are not expected, in the opinion of the company’s counsel, to
gmfe a material adverse effect on the consolidated financial con-

1tion.

The company is contingently liable for $1,000,000, representing
the remaining balance of notes which were sold during 1965 and
1966. These notes were received in connection with the licensing
of feature films to a television distributor.

Under the terms of an option granted to the seller to require
the company to purchase certain rights, 50,964 shares of the com-
pany’s common stock may be issued in 1972 in partial payment
thereof in lieu of cash.

Purchase Commitments

OLIN CORPORATION
Notes to Consolidated Financial Statements

Note 5: Commitment—The company and Revere Copper and
Brass Incorporated, joint owners of the Ormet group, have agreed
to purchase Ormet’s entire production of primary aluminum at
a price equivalent to 100% of Ormet’s cost. Such aluminum and
the cost thereof are allocable 66% to Olin and 34% to Revere.
Depreciation and amortization are included in Ormet’s costs each
year in amounts not less than its bond maturities. Maturities, in
costs to be billed the company, amount to $3,960,000 annually
through 1973 and $5,280,000 annually from 1974 through 1978.

REYNOLDS METALS COMPANY
Notes to Consolidated Financial Statements

Note L: Contingent Liabilities and Commitments—Various suits
and claims are pending against the Company. In the opinion of
the Company’s management and of its counsel, disposition of the
suits and claims will not involve sums having a material effect upon
the consolidated financial position or operating results.

At December 31, 1969, the Company was committed to pur-
chase over a period not to exceed 12 years at then prevailing
market prices, a maximum of 230,000 tons of aluminum stock-
piled by the United States Government.

The Company is participating with two other companies in a
partnership which has constructed an alumina plant in Jamaica
having a rated capacity of 950,000 tons per year. The Company
has approximately a 37% interest in the project and is committed
to take its proportionate share of the alumina produced. The
project, consisting of bauxite reserves, mining and related facilities,
in addition to the alumina plant, will represent a total investment
presently estimated at $239,000,000, of which $133,000,000 has
been provided by long-term financing.

R. J. REYNOLDS TOBACCO COMPANY
Notes to Consolidated Financial Statements

Note H (in part): Commitments—The Company has signed
agreements for the construction during the next four years of five
super container ships in the Federal Republic of Germany for a total
of 629,000,000 German Marks and three super containerships in
The Netherlands for a total of 340,920,000 Dutch Florins. The
Company has made an initial payment of $23,900,000 and at pres-
ent exchange rates, has a remaining commitment of approximately
$240,000,()00. Interim financing amounting to 80% of the construc-
tion cost has been arranged for in Germany and the Netherlands to
cover the construction period. It is anticipated that interim financ-
ing will be replaced with long-term loans as the ships are delivered.

At December 31, 1969, the Company also had various other
capital spending commitments of approximately $42,000,000.

Additional Stock Issuance Based on Future
Earnings of Acquired Companies

THE DUPLAN CORPORATION
Notes to Consolidated Financial Statements

Note 1 (in part): Acquisitions—As of October 1, 1968 the Corpo-
ration acquired all the outstanding stock of Lehigh Knitting Mills,
Inc., including 50% of the outstanding stock of Stretchnit of Penn-
sylvania, Inc., for an aggregate of $4,000,000, comprising cash and
a convertible note.

As of January 31, 1969, the Corporation acquired all the out-
standing stock of Loftex Inc,, for an aggregate of $1,300,000, com-
prising cash, notes and a convertible note.

As of February 28, 1969, the Corporation acquired all the out-
standing stock of Enterprise Machine and Development Corpora-
tion for a purchase price of $49,240 in cash and $217,000 in prin-
cipal amount of 512% convertible subordinated debentures, plus
additional cash amounts payable based on earnings (as defined)
for the five-year period ending September 30, 1974. The maximum
additional amounts payable would aggregate $250,000 if aggregate
earnings for such period equal $1,000,000.

As of June 30, 1969, the Corporation acquired all the outstand-
ing stock of Barbet Sales Company, Inc., and the remaining 50%
of the outstanding stock of Stretchnit of Pennsylvania, Inc., (see
above) for $1,750,000 in cash and deferred payments, plus addi-
tional payments to be made in the Corporation’s common stock,
based on the net sales (as defined) of the combined Barbet and
Stretchnit operations for the five-year period ending September 30,
1974. A maximum number of 8,335 shares of common stock
would be paid if net sales for such period equal $50,000,000.

As of June 30, 1969, the Corporation acquired all the outstand-
ing stock of Lawrence Texturing Corp., for $575,000 in cash and
18,382 shares of the Corporation’s common stock.

As of July 31, 1969, the Corporation acquired all the outstand-
ing stock of Naomi Kanitting Mills, Inc., for an aggregate of
$1,470,000, comprising cash, notes and convertible notes.

During the year the Corporation acquired approximately 97%
of the outstanding stock of Cap-Roc Inc., for approximately
$8,034,000 in cash and $5,647,000 principal amount of 5%
convertible subordinated debentures, Under a Plan of Merger
adopted by the Board of Directors on August 21, 1969, Cap-Roc
was merged into Duplan on September 30, 1969, As a consequence
of such merger, at September 30, 1969, approximately $474,000
principal amount of 5% convertible subordinated debentures
were considered issued for the remaining 3% of stock.

During the year the Corporation was a party to the formation
of Duyarntex Limited, a Canadian Corporation, which acquired
as of May 31, 1969, all the outstanding stock of Galtex, Ltd. The
cost of the Corporation’s investment in all the common stock and
all the 5% noncumulative preferred stock of Duyarntex is approxi-
mately $1,880,000. Duyarntex also has outstanding 3,000 shares of
its 4% cumulative preferred stock, par value $100.

Additional payments of approximately $1,360,000 have been
paid or accrued through September 30, 1969 to satisfy contingent
portions of the purchase price in connection with the acquisitions
of Lady Suzanne Foundations, Inc¢c., and Shawmut, Inc., acquired
in 1968 and 1967, respectively. At September 30, 1969, the maxi-
mum additional amounts contingently payable in connection with
these two acquisitions could approximate $5,795,000.

For accounting purposes, all the above acquisitions were ac-
counted for as purchases. The excess of cost over fair market
value of assets acquired of the above acquisitions is included on
the balance sheet as “Excess of Purchase Price Over Net Assets
of Companies Acquired,” which the Corporation believes is of
such a nature that amortization is not required.

J. J. NEWBERRY CO.
Notes to Financial Statements

Note 1 (in part): The accompanying financial statements include
the accounts of the Company and all subsidiaries, including six
Canadian subsidiaries—United Stores of Canada, Limited, Oslind
Shoppes Limited, Sweet Sixteen, Ltd., McArthur’s Ladies Wear
Ltd., Harrison’s Famous Fabrics Ltd. and Albertino’s Shoes Ltd.—
acquired as of April 1, 1967, February 1, 1968, August 1, 1968,
February 1, 1969, July 1, 1969 and September 1, 1969, respec-
tively. In addition, two domestic subsidiaries—Tradehome Shoe
Stores, Inc. and Maternally Yours, Inc—were acquired as of
August 1, 1969 and September 1, 1969, respectively.

The purchase agreements underlying the acquisitions of these
companies provide for contingent future payments not to exceed
$5,987,000 based on earnings (as defined) for periods ending ap-
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proximately three to five years from the respective dates of acqui-
sition. At January 31, 1970, the Company has accrued $1,047,000
for contingent payments under these agreements based on earnings
(as defined) through that date.

The sellers of four of these companies have the option of re-
ceiving cash or common stock of the Company (see Note 7).

For financial reporting purposes, the acquisitions of the six
Canadian and two domestic subsidiaries have been treated as
purchases. Accordingly, the operations of these subsidiaries have
been included in the consolidated statements of income from the re-
spective dates of acquisition. In this connection, net sales and net
income (loss) of the six Canadian subsidiaries aggregated $33,388,-
000 and ($1,110,000), respectively, for 1970 and $24,192,000 and
$122,000, respectively, for 1969.

Note 7 (in part): At January 31, 1970, 77,310 shares of com-
mon stock are reserved mnt connection with the acquisition of certain
subsidiaries (see Note 1).

CONTINGENT ASSETS

Accounting Research Bulletin No. 50—Contingen-
cies, previously referred to, also states that:

3. . . . However, contingencies which might result
in gains usually are not reflected in the accounts since
to do so might be to recognize revenue prior to its
realization, but there should be adequate disclosure.

5. .. . Although disclosures discussed here should
be made with respect to those contingencies which
may result in material gains or assets as well as with
respect to those which may result in material losses
or liabilities, care should be exercised in the case of
gains or assets to avoid misleading implications as to
the likelihood of realization. . . .

Table 1-22 shows the nature of contingent assets
disclosed in the 1969 annual reports of the survey
companies. Examples of contingent asset disclosures
follow.

TABLE 1-22: CONTINGENT ASSETS

Nature 1969 1968 1967 1966

Operating losses which may be
carried forward to offset pos-
sible future income taxes .. ... 41 30 28 33

Investment credit which may be
carried forward to offset future

income taxes . 37 34 26 25
Claims for refund of taxes ) 10 8 12 6
Claims for damages for patent in-

fringement . . ... e 1 4 5 6
Other . . . L 5 11 9 2

Total items ... .. 94 87 80 72
Number of companies presenting
contingent assets .. ......... 70 70 58 60

Tax Loss and Investment Credit Carry-Forward
AMERICAN ZINC COMPANY

Note 6: Federal Income Taxes—All available federal income tax
credits previously have been recorded. The company has an un-
used loss of approximately $2,800,000 at Junme 30, 1969, the tax
effect of which may be used to reduce future book income tax
provisions.

At June 30, 1969, the company has available, as deductions from
future income otherwise subject to federal income tax, carry-
forward losses of approximately $11,000,000 (including the afore-
mentioned $2,800,000) which expire as follows: $1,400,000 in 1972;
$2,000,000 in 1973; and $7,600,000 in 1974, At June 30, 1969, the
company also has uhused investment tax credits of approximately
$2,300,000 which, under certain circumstances, may be used to re-
duce future federal income tax liabilities. Of the total unused in-
vestment tax credits, $200,000 expires within the next three years,
and $600,000, $800,000, $600,000 and $100,000 in 1973, 1974,
1975 and 1976, respectively.

FIRST NATIONAL STORES INC.
Notes to Financial Statements

Note 4. Federal Income Taxes—No federal income tax payments
are required for 1969 due to the Company’s net operating loss
carryforward. The charge in lieu of federal income taxes in the con-
solidated statement of income is comprised of the following:

1969 1968
Loss carryforward benefits realized . ... .. ... $240,000 —
Tax effect of depreciation charged in prior
years and now available ... . ... ..... .. 380,000 480,000
$620000  $480,000

In accordance with recently revised accounting principles the
Company has given recognition to a book-tax timing difference
relating to depreciation charged to income in prior years which
was not then deductible for income tax purposes. As a result of
this change the accumulated depreciation has been increased by
the cumulative tax effect of prior years which has been charged
to other assets and deferred charges, depreciation charges have
been reduced by the amount currently allowable and a charge
equivalent to the federal income taxes thereon has been provided.
The accounts for 1968 have been restated accordingly. These
changes had no effect on net income. .

At March 29, 1969 the Company has available as a credit against
future taxable income through 1973 a net operating loss carry-
forward of approximately $3,300,000, of which approximately $880,-
000 relates to book-tax timing differences. The tax benefits relating
to these timing differences will be applied to deferred tax ac-
counts when such benefits are realized.

The Company also has at March 29, 1969 unused investment
tax credits amounting to approximately $800,000 expiring at various
dates through 1976.

MOLYBDENUM CORPORATION OF AMERICA
Notes to Consolidated Financial Statements

Note 5 (in part): Federal Income Taxes—At December 31,
1969, approximately $6,700,000 of net operating loss was available
to reduce future tax basis income for a maximum period of four
years.

At December 31, 1969, the Company had $3,118,000 of invest-
ment tax credits available to reduce future income tax payments
until 1976, at the rate of not more than 20% of the available
credit per annum. The Company reduces its tax provision by the
applicable investment tax credit available for use each year.

The Company’s tax returns for all years through 1965 have been
approved by the Internal Revenue Service.

WYANDOTTE INDUSTRIES CORPORATION
Notes to Financial Statements

Note 3: Federal Taxes on Income—The Company files a consoli-
dated Federal income tax return; accordingly, the refund of Fed-
eral income taxes, $541,000, is the result of carrying back a por-
tion of the current year’s net operating loss against taxable in-
come in 1966 and 1967.

The Federal income tax returns of the parent company have been
examined through November 30, 1967. The Internal Revenue
Service is currently examining the consolidated return for the
fiscal year ended November 30, 1968. Management believes that
adequate provision has been made for any liability payable with
respect to all open years.

As of November 30, 1969, approximately $2,300,000 of operating
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loss carry forward is available to be_ applied against taxable in-
come through November 30, 1974 and expires as follows:
1970 ... ... $150,000 1971 ... ... $ 150,000
1973 ... ... 200,000 1974 ... .. ... 1,800,000

As a result of the current year’s net operating loss, deferred tax
credits of $210,000, representing deferred taxes charged against in-
come in a prior year, have been applied to income in the current
year.

Claims for Refund of Taxes

HOLLY SUGAR CORPORATION
Notes to Financial Statements

Note 5: Federal Income Tax—Claim for Refund: The Internal
Revenue Service assessed the company approximately $1,053,000
additional income tax for the year ended March 31, 1968 relating
to a deduction taken by the company on the premium in excess
of the call premium paid for debentures purchased and retired.
The company and its legal counsel are of the opinion that such
deduction is permitted by existing judicial precedent, and the com-
pany has filed a claim for refund of the assessment.

PARKE, DAVIS & COMPANY
Notes to Financial Statements

Note C (in part): Taxes on Income—In connection with the ex-
amination of tax returns filed by the Company and certain of its
subsidiaries for 1960, the Internal Revenue Service has made a re-
allocation of earnings between the Company and the subsidiary
mentioned above and, as a result, has assessed additional income
taxes against the Company for that year,

The Company, upon advice of counsel, has paid this assess-
ment which, with interest, amounted to approximately $990,000.
. This payment was made in order to be able to establish the Com-
pany’s position in Court by way of a suit for refund of that
amount plus interest.

As a prerequisite to establishing the Company’s position, a
claim for refund of the amount paid was filed with the Internal
Revenue Service on November 30, 1966, and a suit for refund
instituted on June 6, 1967.

It is possible that the Internal Revenue Service may propose
similar adjustments with respect to operations of years subse-
quent to 1960. The issues which resulted in the additional assess-
ment for 1960 and which could result in similar adjustment for
subsequent years may require, as frequently is the case, a con-
siderable period of time to resolve. The Company estimates that
it could be exposed to a possible liability (including applicable in-
terest) through December 31, 1969, which, stated on a per share
basis, could approximate $0.18 with respect to 1961 operations;
$0.22 with respect to 1962; $0.26 with respect to 1963; $0.30 with
respect to 1964; $0.33 with respect to 1965; $0.33 with respect to
1966; $0.33 with respect to 1967; $0.17 with respect to 1968; and
- $0.12 with respect to 1969,

In the opinion of counsel, the Company should be successful
in obtaining a refund of the amount already paid with respect to
operations of 1960, plus interest thereon; and also should be suc-
cessful in establishing the Company’s position with respect to any
similar adjustments that might be proposed by the Internal Rev-
enue Service relating to operations of years subsequent to 1960.
Pending final disposition of the controversy, the Company has
charged the amount already paid against available reserves for
taxes provided in years prior to 1966. It is not contemplated that
it will be necessary to make any specific charge against the earn-
ings of subsequent years with respect to any adjustments of a simi-
lar nature that might in the future be proposed by the Internal
Revenue Service relating to operations of years subsequent to
1960.

Patent Infringement Claim

ZENITH RADIO CORPORATION
Notes to Financial Statements

Note 2: On May 19, 1969, the Supreme Court of the United
States ruled that the Court of Appeals for the Seventh Circuit
had erred in setting aside a $19,000,000 judgment in favor of
Zenith against Hazeltine. After the reversal by the Supreme Court,
the Court of Appeals subsequently reopened the case to permit
further evidence on the amount of damages. Zenith has petitioned
the Supreme Court for finalization of the $19,000,000 judgment
against Hazeltine on the grounds that the further proceedings
ordered by the Court of Appeals were not authorized by the
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Supreme Court. A ruling on_the petition is expected in the near
future. No reflection of the judgment has ever been made in the
financial statements.

Contingent Assets——Other

HAMILTON WATCH COMPANY
Notes to Consolidated Financial Statements

Note 10 (in part): Contingencies and Commitments, etc.—The
Company filed a claim for contract price adjustment (consisting
of 14 subclaims) with an agency of the United States Army in
July, 1968 and the agency's contracting officer rejected the claim
in June, 1969. The Company is seeking to recover excess coOSts
(and related profit thereon) arising from change orders and faulty
plans and specifications that are the responsibility of the Govern-
ment. The Company has appealed the contracting officer’s decision
to the Armed Services Board of Contract Appeals, restating the
amount of the claim at $5,400,000. For the fiscal year ended Janu-
ary 31, 1969, the Company has included in income $600,000
($270,000 after related income taxes) representing the approximate
amount of certain subclaims as to which, in the opinion of man-
agement and counsel, little doubt exists as to recovery, While, in
the opinion of management and counsel, the balance of the claim
is also technically sound and legally sufficient, it involves engineer-
ing, cost and legal principles which require interpretation and re-
solution. Accordingly, it is not possible to determine the amount
which may eventually be recovered on this claim.

POST BALANCE SHEET DISCLOSURES

Events occurring or becoming known subsequent to
the date of the balance sheet which may have a ma-
terial effect on the related financial statements, require
disclosure or adjustment to prevent such statements
from becoming misleading.

Chapter 11 of Statements on Auditing Procedure No.
33, issued in 1963 by the committee on auditing pro-
cedure of the American Institute of Certified Public
Accountants, states in part:

1. An independent auditor’s report is ordinarily ren-
dered in connection with financial statements which
purport to present financial position at a stated date
and results of operations for a period ended on that
date. Such financial statements are essentially histori-
cal in character. Financial statements for a given pe-
riod represent one installment in the financial history
of a business enterprise. They are so considered by the
auditor in making his examination and in expressing
his opinion with regard to the statements. However,
events or transactions sometimes occur subsequent to
the balance-sheet date which may have a material ef-
fect on the financial statements or which may be im-
portant in connection with consideration of the state-
ments and, therefore, require adjustment or annotation
of the statements.

Table 1-23 classifies disclosures of significant post
balance sheet events included in the 1969 annual re-
ports of the 600 survey companies.

Examples of post balance sheet event disclosures
follow.
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TABLE 1-23: POST BALANCE SHEET DISCLOSURES

Capital Stock

Stock split proposed or ap-
proved
Changes in capital structure ..
Treasury stock transactions in-
cluding stock acquired for
redemption or conversion
Extra distributions declared in
cash or stock, or dividends
omitted
Issue of additional stock
Stock acquired for redemption,
retirement, or conversion

Employees
Welfare, pension, profit-shar-
ing or stock option plans or
other employee benefits
Union negotiations

Property, Plant and Equipment

Purchased or constructed
Sold or operations terminated
Catastrophe or expropriation

Indebtedness

Incurred
Reduced or refinanced

Subsidiary or Affiliated Companies

Mergers or acquisitions pend-
ing, proposed or effected
Sold or holdings decreased

Other

Contracts entered into or can-
celled
Litigation
Various other .

Total

Number of Companies

Referring to post balance sheet
events
Not referring to post balance
sheet events

Total

||

1969 1968 1967 1965
11 45 23 31
21 23 15 13
— 2 1 6

4 12 17 23
20 17 9 3
4 2 10 12
60 101 75 88
9 22 23 43
— 4 14 19
9 26 37 62
3 4 10 23
12 9 7 16
3 2 — 2
18 15 17 41
38 24 27 45
7 10 16 22
45 34 43 67
105 141 113 83
13 9 g8 12
118 150 121 95
5 9 7 7
10 8 7 8

9 6 _6 14
24 "23 20 29

274 349 313 382

205 258 235 284

395 342 365 - 316

600 600 600 600

Capital Stock

THE BUDD COMPANY
Notes to Financial Statements

Common _Shares (in part)—At December 31, 1969, in addition
to the 293,250 unissued common shares reserved for stock options,
1,363,636 shares were reserved for conversion of the 5% % Con-
vertible Subordinated Debentures, Also reserved were the following
shares that the company may be required to issue in connection
with acquisitions in 1968 and 1969: a maximum of 340,000 addi-
tional shares contingent upon market price of the company’s com-
mon shares as of a date two years after the date of acquisition, and
up to 177,430 additional shares contingent upon attainment of speci-
fied earnings levels by the acquired companies. As of December 31,
1969, earnings of one of the acquired companies reached the level
specified in the acquisition agreement and, accordingly 82,700 shares
were issued early in 1970.

MAULE INDUSTRIES, INC.

Notes to Consolidated Financial Statements

Note 7 (in part): Capital Shares—Subsequent to December 31,
1969 the Company issued 24,000 shares of this mew class of con-
vertible Preferred Stock. The dividend rate was fixed at 8% and
the conversion rate was fixed at 10% over the market value of the
common stock at the close of trading on the date said Preferred
shares were issued. The shares can be converted at any time after
January 15, 1973 and are redeemable by the Company at any time
at 105% of par plus accumulated dividends. Of the total 24,000
shares issued, 20,000 shares were issued on January 19, 1970 with
a conversion rate of $16.775 per common share (119,225 common
shares) and 4,000 shares were issued on February 6, 1970 with a
clc:nver)sion rate of $16.225 per common share (24,653 common
shares).

OSCAR MAYER & CO., INC.
Notes to Consolidated Financial Statements

Note F (in part): Shareholders’ Equity—On December 2, 1969,
the shareholders approved a 2,000,000 share increase in the author-
ized common stock of the company. Following this increase, the
Board of Directors authorized a two-for-one stock split to be ef-
fected in the form of a stock dividend to shareholders of record
on December 26, 1969. Accordingly, the financial statements at
October 25, 1969 have been adjusted to give effect to this stock
split. The par value of the shares to be issued was transferred to
the capital stock account from the available balance of additional
paid-in capital ($1,384,836) and from accumulated earnings
($21,602,544).

The Board of Directors has also proposed a change in the com-
pany’s state of incorporation from Illinois to Delaware, an addi-
tional increase in the authorized common stock of the company
to 11,000,000 shares, and an authorization of 500,000 shares of $5
par value preferred stock. These proposals will be voted upon at
the annual meeting of shareholders on February 3, 1970.

METRO-GOLDWYN-MAYER INC.
Notes to Financial Statements
Capital Stock (in part)—Subsequent to August 31, 1969 con-

vertible debentures having a face value of $4,453,000 were con-
verted into 94,740 shares of the Company’s common stock.

Employees

THE HOOVER COMPANY
Notes to Consolidated Financial Statements

Note E: Share Option Plan—In February 1970, the Board of
Directors of the Company authorized a new qualified stock op-
tion plan which will require the release from pre-emptive rights
of 200,000 shares of Common Stock. This action is subject to
stockholders’ approval. The previous share option plan expired
in 1968.



Post Balance Sheet Disclosures 35

Property, Plant and Equipment

AMK CORPORATION
Notes to Consolidated Financial Statements

Note 7 (in part): Extraordinary Items—In early 1970 the Com-
pany decided to close the Ottumwa, Iowa Plant and three smaller
plants of John Morrell & Co. However, with respect to the Ot-
tumwa Plant closing, the announcement stated that discussions are
continuing to take place with the unions involved in an effort
to prevent this from happening. All parties have indicated a desire
to cooperate to avoid the closing of the entire plant and to find
an alternative solution. Although these discussions have not yet
been concluded, it is the opinion of the Company that any
extraordinary costs and expenses will be minimal.

In May 1970, the Company completed its studies with respect to
costs it anticipates will be incurred in connection with the closings
of the other three plants and as of December 31, 1969 has pro-
vided $2,929,000. These estimated costs include pension, severance
and vacation pay for employees expected to be terminated, loss on
disposition of plant and equipment and certain other closing costs.
A portion of these estimated costs, $1,415,000 representing amounts
to be paid in 1970, is included in current liabilities. Although the
costs ultimately to be incurred cannot be finally determined at the
present time, the Company believes, based on its studies, that the
provisions recorded represent a fair and reasonable determination
of the amounts required.

HARNISCHFEGER CORPORATION

Financial Notes

Note 7: Commitments and Contingent Liability—On November
3, 1969, in accordance with a prior agreement, the Company pur-
chased for cash, certain land, buildings and equipment located
in Cedar Rapids, Iowa, and assumed the plant’s work-force of ap-
proximately 450 employees.

MIDWEST RUBBER RECLAIMING COMPANY
Notes to Financial Statements

Note 6: Subsequent Events—The company’s Board of Directors
on November 24, 1969 approved the permanent closing of the
Chester, Pennsylvania rubber reclaiming plant. Net book value of
the plant and related equipment at October 31, 1969 was $275,000.
The gain or loss, if any, resulting from this transaction is unde-
terminable at this time; however, in the opinion of the company
the disposition of this property is not expected to have a material
effect on the financial statements. See president’s letter for addi-
tional information.

Report to Stockholders

Chester, Pennsylvania, Plant—In view of the decreased demand
for reclaimed rubber, the decision to close the Chester, Pennsyl-
vania, plant on November 24, 1969, was the first step in manage-
ment’s program to consolidate activities and reduce overall oper-
ating costs. The capacity of the Chester facility will be incorpo-
rated into the East St. Louis and Barberton plants where our cus-
tomers can be served efficiently and the products manufactured at
lower costs.

The Chester plant was the oldest in terms of equipment, and
substantial capital expenditures would have been required to up-
date its facilities. With lower reclaim demand, this plant would
have shown monthly losses during the next fiscal year due to
reduced production activity. This action is expected to result in
some initial dollar losses for the corporation by reason of the
expenses incurred in accomplishing the closure. However, manage-
ment feels that these losses will be overcome by the end of the
fiscal year through the sale of the assets and economy of oper-
ations achieved through consolidation.

Indebtedness

GENERAL AMERICAN TRANSPORTATION
CORPORATION
Notes to Financial Statements

Note B (in part): Long Term Debi—On February 10, 1970, the
Corporation issued $50,000,000 of its 9% Equipment Trust Cer-
tificates. Sinking fund payments of $2,500,000 annually, com-
mence in 1971, The proceeds of the issue will be used to repay
notes payable to banks and others and to reimburse the treasury
of the Corporation in part for funds previously expended for
additions to its fleet of specialized tank and freight cars.

REEVES BROTHERS, INC.
Notes to Financial Statements

Note E (in part): Subsequent to June 28, 1969, current bor-
rowings of $9,775,000 were converted to revolving credit notes
in accordance with a revolving credit agreement negotiated with
certain banks. Under the agreement the Company has the option,
subject to meeting certain requirements, of borrowing against short-
term notes and of renewing such short-term notes, not to exceed
$11,500,000, to June 30, 1972, and then to convert such notes to
a term loan due in quarterly installments to June 30, 1974. The
revolving credit notes bear interest at the prime rate to July 1,
1970 and thereafter at ¥4 % over the prime rate.

Subsidiary or Affiliated Companies

THE AMERICAN SHIP BUILDING COMPANY
Notes to Consolidated Financial Statements

Note 8: Subsequent Events—On November 10, 1969, the Com-
pany completed the acquisition of Whale Steel, Inc., whose sole
asset was a 100% ownership of Nashville Bridge Company, for
$5,400,000 of 5.55% subordinated debentures due in 1979 (which
are convertible into common shares of the Company at $27 per
share). The $5,400,000 approximated the book value. In addition,
the Company guaranteed a $10,000,000 bank term loan (with inter-
est at 2% above the prevailing prime rate and secured by all of
the stock of Nashville Bridge Company) of Whale Steel, Inc.
payable as follows: fiscal year 1970—$75,000; 1971—$775,000; 1972
—$1,000,000; 1973—$1,000,000; 1974—$1,000,000 and 1975—
$6,150,000.

DAYCO CORPORATION
Notes to Financial Statements

Note H: Subsequent Events—Subsequent to October 31, 1969,
the Corporation sold its wholly-owned subsidiary, Hardman Aero-
space for a price in excess of book value. The effect of this
transaction will be reported in the fiscal year ending October 31,
1970. Hardman represented approximately 4% of consolidated sales
for the year ending October 31, 1969.

LIBBEY-OWENS-FORD COMPANY
Notes to Consolidated Financial Statements

Note J: Acquisitions Subsequent to December 31, 1969—On
January 9, 1970, shareholders of Woodall Industries Inc. approved
a merger agreement with the Company., Under the terms of this
agreement, a new wholly-owned subsidiary of the Company will
exchange approximately 139,000 shares of Series A Preferred Stock
for all of the outstanding common stock of Woodall Industries
Inc. The Company anticipates that this transaction will be consum-
mated in February, 1970.

On December 17, 1969, the Company, through a new wholly-
owned foreign subsidiary, made an offer to the stockholders of
Super Oil Seals and Gaskets Limited of England to acquire all of
its outstanding capital stock for $33,000,000 in cash or 7% notes.
The 7% notes will be due on December 31, 1972, but the holders
of the notes may exercise an option to have the Company redeem
the notes upon 90 days notice. As of January 14, 1970, over 90%
of the capital stock had been tendered (approximately 89% for
cash and 11% for 7% notes) and the Company anticipates that it
will acquire ail of the capital stock during 1970. The Company has
arranged interim financing for this acquisition with two banks in
England. This interim financing expires in December, 1972.

These transactions will be accounted for as purchases, apd the
financial statements of Woodall Industries Inc. and Super Oil Seals
and Gaskets Limited will be consolidated with the Company’s
statements beginning in 1970.

PEPSICO, INC.
Notes to Consolidated Financial Statements

Note 8: Subsequent Event—On February 27, 1970 the Company
purchased a 74% interest in the Wilson Sporting Goods Co. from
Ling-Temco-Vought, Inc. for $63,000,000 or the equivalent of $17.50
per comon share of Wilson stock. The Company intends to acquire
the remaining 26% publicly held interest in Wilson.
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Lease Agreement

BATH INDUSTRIES, INC.
Financial Report

Lease Commitments—In January 1970, the company entered into
a commitment to lease a manufacturing facility. The lease is non-
cancellable for an initial 15 year term with annual rentals of
$730,000. At the end of the initial term, the company has an
option to purchase the facility for approximately $1,320,000 or to
lease the facility for an additional twenty-five years.

CRADDOCK-TERRY SHOE CORPORATION
Notes to Consolidated Financial Statements

Note 4 (in part): Properties and Equipment—Properties and
equipment include $900,000 for plants in Lynchburg and Gretna,
Virginia, built under leases with two Industrial Development
Authorities. Rentals are payable to 1989 and the Company may
purchase the properties for nominal amounts after March 15, 1978,
and terminate the leases upon payment of the remaining rentals.
For the financial statements and income tax purposes, these trans-
actions are being treated as facilities owned by the Company and
the related obligations under the leases are included in the balance
sheet as long-term debt.

After the close of the current fiscal year, the Company entered
into a lease with an Industrial Development Authority for a plant
to be built in Blackstone, Virginia. This transaction will be ac-
counted for in a manner similar to that described above.

U. S. GOVERNMENT CONTRACTS

The committee on accounting procedure of the
American Institute of Certified Public Accountants, in
Accounting Research Bulletin 43, Chapter 11, dis-
cusses in detail the recommended procedures in ac-
counting for cost-plus-fixed-fee contracts, renegotiation,
terminated war and defense contracts, and their pres-
entation in financial statements. The Accounting Prin-
ciples Board of the Institute, in its Opinion No. 9,
recommends that the difference between a renegotiation
refund and the provision therefor be shown in the cur-
rent income statement, or as a prior period adjustment,
as appropriate.

The number of companies indicating government
contracts or defense business in their annual reports
has decreased from 278 in 1955 to 142 in 1969.
There were 42 companies which made specific refer-
ences to United States Government contracts or de-
fense business within the balance sheet, and 100 com-
panies which included such information elsewhere in
their annual report.

The amount and nature of the information given in
the 1969 reports of the survey companies with respect
to their United States Government contracts and de-
fense business differed widely. Some of the survey
companies gave specific information as to the nature
of the contracts while others only disclosed that con-
tracts existed.

TABLE 1-24: GOVERNMENT CONTRACTS AND DEFENSE BUSINESS

Balance Sheet Information 1969 1968 1967

Shown in currents assets:
Accounts receivable—government . . 30 31 36
Inventory less billing or progress pay-

ments received .. ... .. .. .. ... .. 23 13 16
Unbilled or reimbursable costs . . . .. 7 18 20
Shown in current liabilities . . ... . .. .. 2 — 3
Total .. .. ... ....... 62 62 75
Number of Companies Referring to
Government Contracts or Defense
Business
In balance sheet presentation .. ... . .. 42 45 51
In report, but not included in balance
sheet presentation .. ... ...... .. .. 100 132 101
Not referring to contracts, defense busi-
ness, etc. ... ... ... .. 458 423 448
Total ... . ........ ... 600 600 600

Special features applicable to United States Govern-
ment contracts, some of which are listed below, were
disclosed by 50 of the companies.

Special Feature
Price redetermination or contract adjustment clause
Certain assets pledged as collateral or security, or title
vested in U. S. Government, for loan or financial
aid from government

Government-owned plant and equipment operated by

company

Certain receivables due to company from govern-

ment pledged to secure loans obtained from non-
government sources

The following examples illustrate the methods of
disclosure used by the survey companies regarding
United States Government contracts.

Accounts Receivable—Government

AMERICAN ELECTRONIC LABORATORIES, INC.
Current Assets:

Accounts receivable, principally United

States Government—Note B ... . ... $10,510,404
Inventories of purchased materials, finished

products, and engineering services, at

lower of cost or market—Note B . . . . . 3,258,450

Note B: The Company records as sales, on a percentage-of-com-
pletion basis, the costs incurred and related profits or losses on
its contracts including fixed-price Government contracts with prog-
ress payment provisions. Included in accounts receivable are un-
billed costs and related profits of $6,463,286 (1969) and $4,899,840
(1968) in excess of progress billings of $10,136,540 (1969) and
$9,273,984 (1968). In addition, costs of $148,727 (1969) and
$289,792 (1968) on cost-plus-fixed-fee Government contracts are
included.

Accounts receivable, unbilled costs and inventories totaling ap-
proximately $12,100,000 at November 30, 1969, have been assigned
to the bank as collateral for notes payable of $5,500,000.
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AVCO CORPORATION

Assets: (thousands
Receivables : of dollars)
U. S. government contracts ............ $127,119
Commercial . ... ... .. ... . ......... 71,899
$199,018
Inventories, at lower of cost or market

U. S. government contracts . ........... $181,859
Progress payments .. ............... (117,579)
Commercial products and real estate .. .. 169,288
$233,568

INTERNATIONAL HARVESTER COMPANY
Current Assets:
Notes and accounts receivable (page 23)
less allowance for losses and unearned
interest: 1969—$11,327,911) ... ..

Financial Review (page 23)

Receivables—Practically all notes receivable arising from oper-
ations in the United States, Canada, and Australia are sold to
wholly-owned finance subsidiaries operating in those countries. Re-
ceivables as shown in the tabulation below include $33,154,000 at
October 31, 1969, and $43,429,000 at October 31, 1968, represent-
ing balances due from finance subsidiaries.

By geographical areas, in thousands of dollars, receivables of the
consolidated group were as follows at the end of 1969 and 1968
fiscal years:

$399,338,601

1969 1968
United States . ......................... $221,359  $200,249
cCanada . ... 17,685 21,755
Europe and Africa . .................... .. 93,454 73,106
Latin America .......................... 26,710 23,438
Pacific area ........... ... .. ............. 40,131 37,946
Total .......... ... ... ... ......... $399,339  $356,494

Receivables due from the United States government at the close
of 1969 and 1968 fiscal years included in the above are $15,786,000
and $9,78_9,000 respectively, Included above at October 31, 1969
;vlere1 91';8e1vables amounting to $38,660,000 maturing after October

Inventory Less Billings or Progress Payments Received

HARSCO CORPORATION
Current Assets:
Inventories

Notes to Consolidated Financial Statements:

Note 2: Inventories—Inventories at the balance sheet dates are
classified and are valued on various bases as indicated in the fol-
lowing summary (1968 reclassified for comparative purposes):

Dec. 31,1969 Dec. 31, 1968

$44,617,000

Classification:

Finished goods .................... $11,922,000 $13,863,000

Work in process* ............ S 12,285,000 14,252,000
Raw materials and purchased parts .. 18,001,000 16,251,000
Stores and supplies ........ ... .. .. 2,409,000 1,925,000

$44,617,000 $46,291,000

Valued at lower of cost or market:
First-in, first-out basis .......... ...
Average cost basis .. ... .. .. .. .. ..
Last-in, first-out basis

20,134,000 23,147,000
23,161,000 21,666,000
1,322,000 1,478,000

$44,617,000 $46,291,000

* Includes U. S. Government fixed price contract costs of $984,-
000 and $4,782,000 as of December 31, 1969 and 1968 after progress
payments of $210,000 and $984,000, respectively. The U. S. Gov-
ernment has a lien on inventories to the extent of progress pay-
ments relating thereto.

HOFFMAN ELECTRONICS CORPORATION
Current Assets:
Inventories, at the lower of cost

(first in, first out) or market . . . . $1,154,520
Government contract inventories, less prog-
ress payments (1969—$3,988,324) ... .. 3,340,843

THE MAGNAVOX COMPANY
Current Assets:
Accounts receivable—

Customers and others, less allowance
for doubtful accounts of $1,328,000
in 1969 . ... .. . ... ... ... ...

U. S. Government and others under
defense contracts .. ........ ... ..

$ 61,915,530

33,101,864
$ 95,017,394
Inventories, at lower of cost (first-in,

first-out) or market—

Raw materials and supplies .. ....... $ 20,637,275

Work in process ................. 19,929,273
Finished goods .. .............. ... 31,583,263
Defense contract inventories and other
costs, less billings for progress pay-
ments of $43,566,059 in 1969 .. 29,255,991
$101,405,802

RCA CORPORATION

Current Assets:

Receivables
U. S. Government .. ...... ...
Other (less reserve: 1969,

$ 57,684,000

$19,304,000) ... .. ... ... ... 551,493,000
Inventories, at lower of cost, on a first-
in, first-out basis, or market
Plant inventories and government con-
tracts (less progress payments: 1969,
$35,141,000) . ... ... .. ... .. 179,904,000
Finished goods . ... .. . ... ... . .. 228,351,000

Unbilled or Reimbursable Costs

LEAR SIEGLER, INC.
Current Assets:
Notes and accounts receivable

Commercial and other .. . ... ... .. . . $62,208,082

Government .. ... ... .............. 29,375,414
91,583,496
Less allowances .......  ........... 2,546,614

$89,036,882
Costs recoverable under government con-

tracts . . ... ... ... $32,508,316
Less progress billings .. ... ... .. 7,100,526
325,407,790

NORTH AMERICAN ROCKWELL CORPORATION
Current Assets:
Unreimbursed costs and accrued profits

to be billed, principally related to

United States Government contracts $217,916,000
Inventories, less progress payments:
1969, $204,221,000 ... .. ... ... .. .. 492,488,000

Note 4: Inventories—Inventories are stated at the lower of cost
or market. The major portion of the inventories, before reduction
for progress payments wherein title to the related inventories vests
in the United States Government, represents accumulated costs
under fixed-price-type contracts and subcontracts in process (prin-
cipally United States Government) less credits for partial deliv-
eries and reductions to estimated realizable values where necessary.

WESTINGHOUSE ELECTRIC CORPORATION
Current Assets:
Recoverable engineering and development

costs (Government contracts) $45,242,411
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BACKLOG INFORMATION

The number of companies presenting backlog in-
formation for the company as a whole or for one or
more divisions, but not all divisions, of the company
is shown in Table 1-25. Several examples of the pres-
entation of backlog information are shown below.

It should be noted that many companies do not have
backlog information since they produce for inventory
and not to order.

THE BABCOCK & WILCOX COMPANY
Letter to Stockholders

All major product lines, with the exception of atomic energy,
registered increased bookings in 1969 and new orders for the year
totaled $812,758,000. The backlog at the end of the year rose to
$1,74_7,787,000. Of the backlog, approximately one-half is for
atomic energy work. A substantial part of the balance is for fossil
fuel steam generating equipment scheduled for shipment in the
next two years and the outlook for continuing business in this
product line is excellent.

1969 Highlights
1969 1968

$ 812,758,000 $ 911,082,000

Orders received .. .. ...
. 1,747,787,000 1,653,595,000

Unfilled orders ...

CURTISS-WRIGHT CORPORATION
To the Stockholders

An analysis of consolidated backlog reflects the changing nature
of Curtiss-Wright. While our 1969 shipments and earnings con-
tinued to be generated principally in the aerospace market, prod-
ucts in the nuclear and industrial groupings will clearly play an
increasingly important role in Curtiss-Wright’s future. At year’s
end, the consolidated backlog broke down into 49% for aerospace
products, 29% for nuclear products and 22% for industrial prod-
ucts, the latter including the backlog of Dorr-Oliver and its sub-
sidiaries. Thus, nuclear and industrial products constitute more than
half of consolidated backlog, a substantial increase over previous
years.

Financial Highlights
1969 1968

orders on

Unshipped customers’
hand at year-end

Financial Review

Backlog rose for the fifth consecutive year to $292,273,000 on
a consolidated basis and to $231,116,000 for Curtiss-Wright alone at
December 31, 1969, compared to $179,995,000 at the end of 1968.
This represents an increase for Curtiss-Wright alone of 28% over
backlog at the beginning of the year,

$292,273,000  $179,995,000

TABLE 1-25: BACKLOG INFORMATION

Number of Companies 1969

Presenting amount of backlog for company as a
whole or for specific division of company ... .. 71
No amount for backlog presented .. .... . . .. 529
Total ... ... . ... . ... .. .. ... 600

HAZELTINE CORPORATION
Year in Review

Backlog at the end of the year was $48.5 million, as compared
to $59.8 million a year ago.
Products and Marketing

1969 contract sales and year-end backlog are in product lines
as indicated:

Backlog

1969 December

Sales 31, 1969
Identification Friend or Foe ... ... . 49% 63%
Displays ................ ... .. ....... 6% 17%
Anti-Submarine Warfare ... .. .. ... .. 8% 5%
Electronic Battlefield e 30% 9%
Industrial Products ................ .. 4% 4%
Other ............ .. ... .. ........... 3% 2%

Approximately 20% of 1969 contract sales were for research and
development, and approximately 80% for manufacturing.

OTIS ELEVATOR COMPANY
Financial Review

Contract Bookings—United States contracts booked for 1969 of
$367,775,000 compare with the prior year’s amount of $278,263,000.
The 1969 amount includes the balance of the Port of New York
Authority World Trade Center contract of $19,500,000. The 1969
bookings are 32% over the 1968 amounts. International bookings
for 1969 of $300,702,000 (including $24,957,000 for Germany)
increased 22% over the prior year’s amount of $247,049,000. The
1969 booking amounts shown below are again all time highs for
our consolidated companies.

1969 1968
United States (Thousands of Dollars)
New Elevators and Escalators ........... $193,536 122,020
Maintenance Services . .................. 80,067 72,930
Modernization and Repair ............... 24,367 24,559
EXport . ... ... ... 1,458 687

Diversified Operations .. .................
United States ............ ...........
International

New Elevators and Escalators ............ $209,640 171,392
Service and Maintenance ... .............. 91,062 75,657
International T, $300,702 247,049
Total . ...... ... .. .. ... $688,477 525,312

Contracts completed in 1969 totaled $535,777,000 (including
$18,462,000 for Germany), and compare to $460,085,000 for 1968.
Other revenue consisting of apportioned administrative and sales
overhead costs on uncompleted contracts was $25,224,000 in 1969
compared with $20,670,000 in 1968. The uncompleted contracts at
December 31, 1969 amounting to $770,451,000 and the unbilled
amount of such contracts of $487,501,000 are both record highs
and indicate a substantial backlog of business to start the 1970
year.

The uncompleted contracts in progress for elevator and escalator
installations and service contracts shown on the Consolidated Bal-
ance Sheet are stated at the standard cost of manufactured products
and actual installation costs plus apportioned administrative and
sales overhead costs.

SEC REPORTING

The Securities and Exchange Commission, in its reg-
ulations 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,
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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.

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

Explanations given for the differences in treatment
are summarized in Table 1-26.

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

Different Classification of Costs and Expenses in

SEC Report

ASSOCIATED DRY GOODS CORPORATION
Notes to Consolidated Financial Statements

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 Commission in
which the details of costs and expenses will be reclassified as
follows:

Cost of sales (including buying and occupancy costs)
Selling, general and administrative expenses
Interest

$526,784,000
203,669,000
6,833,000

$737,286,000

GIMBEL BROTHERS, INC.
Notes to Financial Statements

Note 9: In the Corporation’s annual report to the Securities and
Exchange Commission, the details of cost and expenses will be
reclassified as follows:

Cost of goods sold (including occupancy and

buying costs)

$509,039,052

Selling, general, pubhcny and administrative
expenses . ......... P 151,830,726
Interest and debt expense FR 4,472,648
$665,342,426

LOWE'S COMPANIES, INC.
Notes to Financial Statements
Note 6: Cost and Expenses—The Company’s cost and expenses

are classified as follows in its annual report to the Securities and
Exchange Commission:

7-31-69 7-31-68

Cost of sales, buying, warehousing

and occupancy expense . ....... $ 98,485,758  $80,612,062
Selling, administrative and general ex-

penses .. ................ o 10,379,034 8,405,112
Provisions for bad debts = ... .. .. 526,378 561,110
Interest and loan expenses . . 267,434 268,155
Total costs and expenses . $109,658,604  $89,846,439

TABLE: 1-26: DIFFERENCES BETWEEN REPORTS TO
STOCKHOLDERS AND REPORTS TO THE SEC

1969 1968 1965

Nature of Difference

A different classification of costs and
expenses in report to the SEC . ... ..
Separate financial statements for one or
more subsidiaries or affiliates in report
tothe SEC .. ... ... ... .. ... ...
Other .......

8 8
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Separate Financial Statements for Affiliates or
Subsidiares in SEC Report

ARMCO STEEL CORPORATION
Notes to Financial Statements

Note 10 (in part): Commitments and Contingencies—Armco and
the other 50% shareholder of Reserve Mining Company are obli-
gated, until the outstanding principal amount of first mortgage
bonds (Series A, $83,422,000; Series B, $68,800,000) of Reserve is
paid in full, to ‘take the entire producuon of Reserve, and, as to
each half-owner to pay 50% of Reserve’s operating costs and inter-
est charges. If and to the extent that Reserve shall not have made
the necessary payments, each shareholder is also obligated to pay
one-half of amounts needed by Reserve for (a) fixed sinking fund
requirements and final maturity amount on the said bonds, and
(b) certain future capital replacements. Separate financial state-
ments for Reserve are included in reports filed annually with the
Securities and Exchange Commission.

McCORMICK & COMPANY, INCORPORATED
Notes to Financial Statements

Note B: The consolidated financial statements include all wholly-
owned subsidiaries. The Company’s investments in Maryland Prop-
erties, Inc., an unconsolidated subsidiary, and 50%-owned com-
panies are stated at cost plus share in net earnings since acquisi-
tion, At November 30, 1969, the assets and liabilities of Maryland
Properties, Inc. and its consolidated subsidiaries were $31,679,000
and $31,389,000, respectively. Separate financial statements of "this
subsidiary are filed with the Securities and Exchange Commission.

Excess cost of acquisition of consolidated subsidiaries is being
amortized over a ten-year period,

Reserve Shown Above Shareowners' Equity to be
Included in Shareowners' Equity for SEC Report

DRESSER INDUSTRIES, INC.

Liabilities and Shareowners’ Equity
Reserve for Foreign Business Risks
(Classified as part of shareowners’ equity
in reports filed with the Securities and
Exchange Commission) ... .. ..

Minority Interests in Subsidiaries
Shareowners’ Equity

(In Thousands
of Dollars)

§5.000
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OPINIONS OF THE ACCOUNTING
PRINCIPLES BOARD

References to opinions of the Accounting Principles
Board are summarized in Table 1-27. A significant
decrease from 1968 is noticeable. Since Opinion No.
11 was released in December, 1967, many companies
previously indicated compliance. The release of Opin-
ion No. 15, effective for fiscal periods beginning after
December 31, 1968, did not apply to the reports of all
companies included in this survey.

Examples of references to the opinions are grouped
by opinion numbers.

Opinion No. |5—Earnings Per Share

BURROUGHS CORPORATION
Notes to Consolidated Financial Statements

Note 11: Net Income Per Share—Net income per share is based
on the average number of shares of common stock outstanding.
The convertible debentures outstanding during the year and the
common stock reserved under employee stock options granted are
considered to be common stock equivalents under Opinion Number
15 of the Accounting Principles Board of the American Institute
of Certified Public Accountants, but these have not been included
in the computation of net income per share because the aggregate
potential dilution resulting therefrom is less than two percent.

WHITE MOTOR CORPORATION
Notes to Financial Statements

Note H: Net Income per Common Share—Net income per com-
mon share assuming no dilution has been computed based on
average shares outstanding during the year after reducing net income
by the dividend requirement for Preferred Stock. Net income per
common share assuming full dilution has been computed assuming
the conversion of 5v4% Convertible Subordinated Debentures and
exercise of dilutive stock options after adding to net income inter-
est on the debentures net of income taxes, In 1969, the conversion
of Series A, Cumulative Convertible Preferred Stock would have
had a beneficial effect on net income per common share assuming
full dilution, and as a consequence has been excluded from such
computation in accordance with an opinion of the Accounting
Principles Board.

TABLE 1-27: REFERENCE TO APB OPINIONS

Opinion

Number Title 1969 1968 1967
15 Earnings per Share ...... .. .. 42 — —

14 Accounting for Convertible Debt

and Debt Issued with Stock
Purchase Warrants . ... ... 1 —_ =
12 Omnibus Opinion—1967 == . . — 7 5
11 Accounting for Income Taxes . 23 76 6
10 Omnibus Opinion—1966 — 5 9

9 Reporting the Results of Opera-
tions . ... ... ... .. . 3 19 28

8 Accounting for Cost of Pension
Plans .. ... ... .. ... ... 3 7 14

7 Accounting for Leases in Finan-
cial Statements of Lessors _ — 1

6 Status of Accounting Research
Bulletins ... ... ... —_ — 1

5 Reporting of Leases in Financial
Statements of Lessee .. .. .. 3 5 4
Total References 75 119 68

MARCOR INC.
Notes to Financial Statements

Earnings Per Share—Earnings per share for the year ended Jan-
uary 31, 1970 have been calculated as follows:

Common
and Common Assuming
uivalent Full
hares Dilution
Average number of common shares
outstanding . .. .. J 12,692,190 12,692,190
Common stock equivalents due to as-
sumed exercise of options ......... 99,636 114,612
Average number of Series A preferred
shares outstanding ................ . — 6,513,378
Series A preferred stock equivalents due
to assumed exercise of options ..... — 175,154
Total shares .................... 12,791,826 19,495,334

Net earnings . .......................
Less—preferred dividend requirements
based on average number of preferred
shares and preferred equivalent shares
outstanding during year ............
Net earnings used in per share calcu-
lations

$66,950,000 $66,950,000

13,372,000 —

$53,578,000 $66,950,000
$4.19 $3.43

Net earnings per common share and common equivalent share
and net earnings per common share assuming full dilution have
been restated for preceding years to comply with an opinion of the
Accounting Principles Board of the American Institute of Certified
Public Accountants issued in May 1969.

THE NATIONAL CASH REGISTER COMPANY
Financial Review

Earnings Per Share—Opinion Number 15 of the Accounting
Principles Board of the American Institute of Certified Public Ac-
countants established new procedures during 1969 for presenting
earnings per share. The principal effect is to recognize potential
dilution for the investor by a dual presentation of earnings per
share on the income statement.

Under this new method, earnings per share of common stock
were:

%
1969 1968 Change

Primary earnings per share ..... ... .... $4.12 $3.78 9
Fully diluted earnings per share .. .. ..... 4.11 367 12

The company believes that the latter presentation represents a
more accurate comparison with the prior year’s earnings.

Opinion No. 14—Accounting For Convertible Debt and
Debt lssued With Stock Purchase Warrants

LING-TEMCO-VOUGHT, INC.
Financial Notes

Note M: Restatements Arising from Debt Issued with Stock
Purchase Warrants—As a result of the issuance in March, 1969, of
Opinion No. 14 cf the Accounting Principles Board relating to debt
issued with stock purchase warrants, the accompanying financial
statements for the year ended December 31, 1968, give retroactive
effect to substantial adjustments applicable to issues of such secu-
rities by the Company and certain of its subsidiaries in 1967 and
1968. This new accounting pronouncement requires that in the
case of debt issued with stock purchase warrants the portion of the
consideration which is allocable to the warrants should be ac-
counted for as paid-in capital and that any discount on the debt
securities resulting from such allocation should be accounted for
as such. The principal effects of this requirement on the consoli-
dated statements for 1968 were a decrease in investments in uncon-
solidated subsidiaries and affiliated companies of $36,272,000, an
increase in unamortized debt expense of $152,859,000, an increase
in minority interests in subsidiaries of $9,684,000, an increase in
capital surplus of $72,062,000 and an increase in retained earnings
of $41,052,000. The adjustments to recognize debt discount under
this new requirement reduced previously reported net income for
1968 by $6,933,000, of which $4,159,000 was for amortization of
debt discount and $2,774,000 a reduction in the extraordinary gain
on retirement of debt.
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Opinion No. | |—Accounting for Income Taxes

ARCHER DANIELS MIDLAND COMPANY
Notes to Financial Statements

Note 9: Income Tuxes—Investment credit of $851,000 for 1969 and
$686,000 for 1968 has been included in the statement of earnings
as a reduction of income taxes applicable to operating earnings.

Deferred income taxes represent the tax effect of timing differ-
ences in reporting income and expenses for financial and income
tax purposes. Certain deferred income taxes, which have previously
been deducted from assets and liabilities to which they relate,
have been classified in the consolidated statement of financial posi-
tion in accordance with Opinion 11 of the Accounting Principles
Board. Thus the effect on current accounts is included in prepaid
expenses ($1,331,046—1969, $1,844,532—1968) and the effect on
non-current accounts in other liabilities (Note 7). 1968 assets and
liabilities have been restated on a comparable basis. The foregoing
changes had no effect on reported earnings.

BEATRICE FOODS CO.
Notes to Consolidated Financial Statements

Note 2: Accounting for Income Taxes—In the current year the
Company adopted the recommended procedures in accounting for
income taxes set forth in Opinion No. 11 issued by the Accounting
Principles Board of the American Institute of Certified Public
Accountants. Accordingly, certain accounts previously stated in the
balance sheet on a net of tax effect basis are now stated on a
gross basis and the related tax effects are classified as deferred
taxes. The figures for the preceding year have been restated for
purposes of comparison. This restatement had no effect on work-
ing capital or stockholders’ equity. The application of Opinion No.
11 had no material effect on the determination of net earnings
for the year ended February 28, 1969,

The provision for income tax expense for the year ended Feb-
ruary 28, 1969 comprises the following:
Current taxes ... . . P
Provision for deferred tax on excess of tax depre-
ciation over financial depreciation (Note 3) and in-
crease in deferred investment credits o
Credit for prepaid tax applicable to deferred gains
on sale-and-leaseback transactions (Note 5) and
other differences between tax and financial income

$41,500,000
920,000

(1,920,000)

OSCAR MAYER & CO. INC.
Notes to Consolidated Financial Statements

Note E: Defer(ed Income and Income Taxes—The company has
adopted retroactively Opinion 11 of the Accounting Principles
Board of the American Institute of Certified Public Accountants
relating to accounting for federal income taxes. No adjustment of
net income for prior periods was necessary in making this adop-
tion as the company had provided related federal income taxes
in the past on the differences between income reported for financial
and for tax purposes. The amounts which in prior periods had
been reported either net of tax or aggregated with income taxes
payable are included in the current year's accounts on a gross
basis. The accounts for 1968 have been restated for comparative
purposes, including a reclassification of deferred executive com-
pensation from current liabilities to conform to the current year's
presentation.

Deferred Income and Income Taxes comprises:
1969 1968

Taxes payable in future years as a re-
sult of differences between depre-
ciation for financial reporting and
for tax purposes (Note C) ... . ...

U. S. income taxes to be paid by the
parent company upon receipt of divi-
dends equal to its share in the
income of foreign subsidiaries

Accumulated future tax benefits, pri-
marily due to deferred compensation,
which are deductible for tax pur-
poses when paid . oL

Unamortized investment tax credits
which were treated as deferred in-
come (until April 19, 1969, the pro-
posed effective date for repeal by
Congress) in the years in which the
related properties were acquired and
which are being amortized over the
lives of such properties . ..

Deferred income from sale of machine
rights . . ... . .. I o

$ 536,000 §$ —

1,021,290 737,000

(535,300)  (446,300)

1,430,411
232,500

1,173,330
274,500

GETTY OIL COMPANY
Consolidated Review (Page 4)

Of the $13,507,000 reported as extraordinary items, $4,054,000
was a gain from the sale of the stock of Getty Oil Italiana, which
operated a refinery at Gaeta, Italy, and $9,453,000, represented
the benefits from tax-timing differences between financial account-
ing and taxable income, in accordance with Opinion 11 of the
Accounting Principles Board of the American Institute of Certified
Public Accountants,

Opinion No. 9—Reporting the Results of Operations

THE BENDIX CORPORATION
Statement of Consolidated Income

Per Share of Common Stock—(Computed in accordance with
Opinion No. 9 issued by the Accounting Principles Board of the
American Institute of Certified Public Accountants):

Income before extraordinary item ... ..... ......
Extraordinary item, net of income taxes .
Net income per share

GENERAL HOST CORPORATION
Notes to Consolidated Financial Statement

Note 8: Earnings Per Share—Primary net income per share is
based on the weighted average number of shares of the Company’s
common stock outstanding during each year after giving retro-
active effect to the issuance in July 1968 of nine-tenths of a share
of the Company’s common stock in exchange for each share of
L’il General Stores, Inc. common stock.

The originally reported 1968 primary net income per share of
$1.54 has been recomputed in accordance with the provisions of
Accounting Principles Board Opinion No. 9 under which the Com-
pany’s 5% convertible subordinate notes issued in October 1968
are not deemed to be common stock equivalents.

Conversion of the Company’s 5% convertible subordinate notes
and exercise of outstanding warrants and options would have no
dilutive effect on 1969 earnings per share. Fully diluted net income
per share for 1968 is based on the weighted average shares of the
Company’s common stock outstanding, including from date of
issuance the common stock equivalent of the Company’s 5% con-
vertible subordinate notes, shares issuable under outstanding em-
ployee stock options and the warrant to purchase 184,146 shares
of the Company’s common stock at $28.51 per share. In making
this computation, the interest expense on the 5% notes, net of
related federal income taxes, was added back to net income and
the proceeds from the options and warrants were assumed to be
used to purchase the Company’s common stock.

Opinion No. 8—Accounting for the Cost of
Pension Plans

ACF INDUSTRIES
Notes to Consolidated Financial Statements

Note 7: Pension Expense—Several non-contributory pension plans
cover substantially all of the Company’s employees. The Company’s
general policy is to fund pension expense, which includes amorti-
zation of prior service cost over 40 years, Pension expense was
$3,475,000 in 1969 (1968—$2,415,000).

Effective in 1969, a new labor contract included provision for
vested pension rights for certain qualified active employees which
substantially increased the amount of vested pension benefits, As
of December 31, 1969 the actuarially computed value of benefits
considered vested as defined in Opinion No. 8 of the Accounting
Principles Board exceeded the assets of the related trust fund by
$11,200,000.

For all other plans, the assets of the several trust funds, plus
balance sheet accruals exceeded the actuarially computed value of
vested benefits at December 31, 1969.
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Opinion No. 5—Reporting of Leases in Financial
Statements of Lessee

THE WURLITZER COMPANY
Notes to Financial Statements

Note 4: Changes in Accounting Procedure—The Company made
certain changes in accounting procedures during 1969 to comply
with Opinions Nos. 5 and 11 of the Accounting Principles Board of
the American Institute of Certified Public Accountants.

The long-term leases under which the Company occupies plant
facilities in Mississippi are now accounted for as instaliment pur-
chases of property and the assets and corresponding liabilities are
included in the accompanying balance sheet. The balance sheet as
of March 31, 1968 has been restated to include these assets and
liabilities on a comparable basis. A further addition of approxi-
mately $800,000 to the Mississippi plant facilities is now under
construction under similar lease arrangements..

Prior to 1969, the Company provided deferred income taxes on
differences in earnings determined for tax and financial accounting
purposes resulting from variations in methods of computing depre-
ciation and realized gross profit on installment sales. In 1969, the
Company also recorded the income tax effect of the excess of pro-
visions for losses on receivables over amounts expected to be
deductible currently.

Net earnings for 1969 werz increased approximately $301,000
as a result of these changes in accounting.

Other References to the A.LL.C.P.A.

BOISE CASCADE CORPORATION
Financial Matters

The American Institute of CPA’s is currently developing new
guidelines for the accounting to be followed when two companies
combine. Under their proposal, accounting for mergers as poolings
of interests would be applicable to very few situations. We do not
expect the changes, if adopted and uniformly applied, to affect
our growth. We have always looked to the business advantages of
proposed acquisitions rather than the form of the accounting to
be applied.

EXTENDICARE, INC.
Notes to Financial Statements

Note 2: Medicare Revenues—Straight-line depreciation has been
used for financial reporting purposes, but the Company has used
accelerated depreciation methods on buildings for Medicare cost
reimbursement purposes. In July 1969, the Committee on Health
Care Institutions of the American Institute of Certified Public
Accountants recommended that in such situations revenues result-
ing from this timing difference be deferred. Such revenues had not
been deferred because the Company could not predict the_effect
of the possible reversal of such aggregate differences and did not
anticipate any significant related effect on future revenues. The
Company intends to adopt as of September 1, 1969, the alternative
method proposed by the Committee. Had such revenues been de-
ferred, net income for 1968 and 1969 would have been reduced
by approximately $33,200 ($.02 per share) and $45,700 ($.02 per
share), respectively.

General
PRICE LEVEL INFORMATION

In June 1969 the Accounting Principles Board issued
Statement No. 3—Financial Statements Restated for
General Price-Level Changes. Paragraph 25 of State-
ment No. 3 is shown below.

25. The Board believes that general price-level
financial statements or pertinent information ex-
tracted from them present useful information not
available from basic historical-dollar financial state-
ments. General price-level information may be pre-
sented in addition to the basic historical-dollar finan-
cial statements, but general price-level financial
statements should not be presented as the basic
statements. The Board believes that general price-level
information is not required at this time for fair
presentation of financial position and results of oper-
ations in conformity with generally accepted account-
ing principles in the United States.

None of the survey companies presented financial
data adjusted to a common dollar basis. Discussions
of or references to inflation were included in 134
annual reports.
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BALANCE SHEET

TITLE OF THE BALANCE SHEET

Of the 600 companies included in the survey, 512
used the term “Balance Sheet” to describe the state-
ment of assets, liabilities, and stockholders’ equity. Use
of the term “Statement of Financial Position” con-
tinued to decline. Use of the term “Statement of Finan-
cial Condition” remained relatively stable.

FORM OF THE BALANCE SHEET

Balance sheet presentations are of two general forms,
“customary” and ‘“financial position.” Usually the cus-
tomary form shows total assets on the left-hand side
of the statement equal to the sum of liabilities and

stockholders’ equity on the right-hand side. A varia-
tion of the customary form sets forth the three cate-
gories in a downward sequence of assets, liabilities
and stockholders’ equity. The financial position form
shows certain or all liabilities subtracted from assets
to give a net balance equal to stockholders’ equity plus,
in some instances, certain noncurrent liabilities. The
1969 annual reports of 567 companies presented the
customary form of the balance sheets. All balance
sheets titled “Balance Sheet” were in customary form.

CASH

The majority of the reporting companies present cash
as a single item and use the caption “Cash.” The num-

TABLE 2-1: TITLE OF BALANCE SHEET

Title used 1969 1968 1966 1965 1955
Balance Sheet ... . . ... 512 507 489 470 466
Statement of Financial Position o 61 64 81 94 92
Statement of Financial Condition . .. ... .. .. . ... . .. 27 28 27 31 35
Other Captions ... ... .. .. o . — 1 3 5 _17

Total ... ... .. .. 600 600 600 600 600
TABLE 2-2: FORM OF BALANCE SHEET
Form used* 1969 1968 1966 1965 1955

A: Assets equal liabilities plus stockholders’ equity ... ...
B: Working capital plus other assets less other liabilities, equals stock-

holders’ equity
C: Other .

Total

*Refer to Company Appendix Section—A:
., Yy

...... 567 562 545 530 517
27 30 47 62 70

6 8 8 8 13

600 600 600 600 600

17, 77, 218, 408, 685, 708; B: 16, 58, 296, 439, 570; C: 10, 224, 335, 518.
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TABLE 2-3: CASH—TITLE

Balance Sheet Description* 1969 1968
A: Cash ... 497 494
B: Cash, including certificates of deposit (or

time deposits) . . ... ... ... . 36 54

C: Cash and marketable securities (or U.S.
Government securities, notes, etc.) . . . 52 43

Cash in banks and on hand, cash on
hand and demand deposits, etc. .. . 15 9

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

*Refer to Company Appendix Section—A: 105, 241, 280 316, 332,
429; B: 53, 56, 84, 100, 625; C: 44, 187, 300, 586 6

ber of companies which combine marketable securities
with cash as a single account title has been steadily
increasing. Thirty-five companies presented, in addi-
tion to a caption containing the word cash, a separate
caption for cash items such as certificates of deposit
and time deposits. Following are examples of captions
for cash and cash items:

Cash, Including Certificates of Deposit or Time Deposits

FALSTAFF BREWING CORPORATION
Current Assets:

Cash (including certificates

$471,722 at December 31,

of deposit—

1969) $4,009,095

GENERAL CIGAR CO., INC.
Current Assets:
Cash, mcludmg time deposus of $11,529,-

000 . ... $18,261,000

INTERLAKE STEEL CORPORATION
Current Assets:

Cash and certificates of deposit $8,034,381

Cash and Marketable Securities
AIR PRODUCTS AND CHEMICALS, INC.

Current Assets: .
Cash and marketable securities at cost which

approximates market .. ... . .. . $9,213,000
H.J. HEINZ COMPANY
Current Assets:
Cash and short-term investments . $23,029,011

Time Deposits and/or Certificates of Deposit Separately

AMERICAN METAL CLIMAX, INC.
Current Assets:
Cash

v : $18,670,000
Time deposus and certificates of dep051t

14,060,000

CURTISS-WRIGHT CORPORATION
Current Assets:

Cash . ... .. . .. ... ... $5,860,144

Time dep051ts o 4,461,849
THE L. S. STARRETT COMPANY

Current Assets:
Cash .. ... $ 897,753
Certificates of Deposit—Banks . ... ... .. 3,800,000

MARKETABLE SECURITIES IN CURRENT ASSETS

BASIS OF VALUATION

Accounting Research Bulletin No. 43, Chapter 3—
Working Capital states in Section A, paragraph 9:

9. The amounts at which various current assets
are carried do not always represent their present
realizable cash values. . . . However, practice varies
with respect to the carrying basis for current assets
such as marketable securities and inventories. In the
case of marketable securities where market value is
less than cost by a substantial amount and it is
evident that the decline in market value is not due to
a mere temporary condition, the amount to be in-
cluded as a current asset should not exceed the market
value. . . . It is important that the amounts at which
current assets are stated be supplemented by infor-
mation which reveals, for temporary investments,
their market value at the balance-sheet date. . . .

The use of the “cost” basis for valuation of market-
able securities in current assets predominates. Of the
600 companies surveyed, 227 indicated that the basis
of valuation of marketable securities approximated

TABLE 2-4: MARKETABLE SECURITIES—CURRENT ASSETS

Basis of Valuation 1969 1968
Cost . ... 250 258
Cost plus accrued interest . ... ......... .. 45 42
Lower of cost or market . . ... .. ... ..... 13 14
Amortized cost ... ... ... L. 11 8
Market value or approximate market value . . 6 5
Other . . . ... .. . .. .. 5 3
330 330
Basis of valuation not set forth .. ....... . .. 68 59
Total . ..... ... ... ... ... ... 398 389

Number of Companies Presenting:
Marketable securities in current assets . ... .. 393 383
No marketable securities in current assets . . 207 _Zﬂ
Total .. ..... .. ... ... ... ... ... 600 600
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TABLE 2-5: MARKETABLE SECURITIES—CURRENT ASSETS

Reference to Market 1969 1968
Approximate market S 227 229
Market value stated (above and below cost) 30 28
No reference to market . ... ... ... 141 132

Total .. ... ... ... .. ... ... .. .. .. 398 389

market, 30 companies stated the market value, and
141 did not refer to market values. Examples showing
the valuation of marketable securities follow.

At Cost Which Approximates Market

ALLEGHENY LUDLUM STEEL CORPORATION
Current Assets:
Marketable securities—at cost (approximately

market) and accrued interest $409,416

ALPHA PORTLAND CEMENT COMPANY
Current Assets:
Marketable securities—at cost, which ap-
proximates quoted market, plus accrued
interest (Note B) . . $10,912,299

Note B: Marketable Securitics—At December 31, 1969, market-
able securities carried at approximately $2,950,000 in the accom-
panying consohdxtcd balance sheet were on deposit, principally with
New York State, in lieu of contract retentions.

THE ARUNDEL CORPORATION
Current Assets:
Marketable securities (at amortized cost,

approximately equal to market) $3,658,844

CORNING GLASS WORKS
Current Assets:
U.S. government and other short term ob-
ligations at cost which approximates

market value $43,749,191

CONTINENTAL OIL COMPANY
Current Assets:
Marketable securities at cost, which ap-

proximates market $108,104,000

COPPERWELD STEEL COMPANY
Current Assets:
Marketable securities—at cost which ap-

proximates market $2,592,795

THE DUPLAN CORPORATION
Current Assets:
Marketable securities, at cost, including ac-

crued interest (approximates market) $739,864

E. 1. DU PONT DE NEMOURS & COMPANY
Current Assets:
Marketable Securities (Note 1) $245,800,000

Note 1: Marketable Securities are carried at amortized cost plus
accrued interest, which approximates market value.

GENERAL AMERICAN TRANSPORTATION
COMPANY
Current Assets:
Short-term marketable securities—at amor-
tized cost (approximately market) . $5,035,433

LEHIGH PORTLAND CEMENT COMPANY
Current Assets:

Marketable securities, at amortized cost

which approximates market $5,093,000
R. H. MACY & CO., INC.
Current Assets:
Marketable securities, at amortized cost
(approximate market) ... .. ... .. . $19,599,097

MINNESOTA MINING AND MANUFACTURING
COMPANY
Current Assets:
Marketable securities and accrued interest,
at cost which approximates market . = $74,021,000

NATIONAL PRESTO INDUSTRIES, INC.
Current Assets.
Marketable securities, at cost, plus accrued

interest (approximates market) $6,343,831

SQUIBB BEECH-NUT, INC.
Current Assets:
Marketable securities, at cost (appr0x1mates
market) ' : : ... $1,718,000

At Cost—Market Value Stated

THE COCA-COLA COMPANY
Current Assets:
U.S. Government and other marketable se-
curities—at cost (market price—1969,

$68,442,685) $69,046.659

EASTMAN KODAK COMPANY
Current Assets:
Marketable securities at cost
value $452,700,000)

(market

MEREDITH CORPORATION
Current Assets:
Marketable securities (at cost)

(Market value 1969, $8,192,399) $8,656,012

NATIONAL STARCH AND CHEMICAL
CORPORATION

Current Assets:
Marketable securities, at cost (market value

$567,965) ... ... .. $526,353
NORTON SIMON, INC.
Current Assets.
Marketable securities—at cost (quoted
market: 1969—$37,688,000) . $37,114,000
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POLAROID CORPORATION
Current Assets:

Marketable securities at cost (Note A) $200,682,368

Note A: Marketable Securities—Consist of short-term obligations,
$1_1_3,414,198 maturing in 1970 and the balance during the years
1971-1974. As of December 31, 1969, the fair market value was
approximately 98.5% of the cost. It is the practice of the Com-
pany to amortize the discount or premium from par, over the term
of the obligation. The December 31, 1968, value has been restated
to reflect the cost, rather than the face amount originally shown.

R. J. REYNOLDS TOBACCO COMPANY
Current Assets:

1969

1968
Marketable securities—at cost

(approximate market value

—$6,314,256 and $11,292,-

804 respectively) $6,800,000 $6,800,000

GYRODYNE COMPANY OF AMERICA, INC.
Current Assets:

Marketable securities (at cost) (Note 5) . $1,229,141

Note 5: Marketable securities costing $1,229,141 had a market
value of $1,029,711 at the balance sheet date. These securities were
pledged in part to secure brokers’ accounts aggregating $336,611.

Lower of Cost or Market

AMK CORPORATION
Current Assets:
Marketable securities, at lower of cost or
market . $56,148,000

GENERAL HOST CORPORATION
Current Assets:
Short-term and other marketable securities,
at the lower of cost or approximate mar-

ket value . $2,873,000

INTERNATIONAL BUSINESS MACHINES
CORPORATION

Current Assets:
Marketable securities, at lower of cost

or market $1,206,404,966

Market or Approximate Market

ANDERSON, CLAYTON & CO.
Current Assets:
Cash and marketable securities at market. $11,242,000

CHICAGO PNEUMATIC TOOL COMPANY

Current Assets:
Marketable securities, at approximate mar-
ket value . . ... $2,035,528

CITIES SERVICE COMPANY
Current Assets:
Short-term cash inve~tments

(approxi-
mate market value) .

$112,700,000

THE MAYTAG COMPANY
Current Assets:

Federal and municipal government securi-

ties (approximately market)

$32,924,017

RECEIVABLES

Balance sheet captions used in the current asset sec-
tion to describe trade receivables are summarized in
table 2-6. Some companies also presented, in addition
to trade receivables, sundry receivables. The descrip-
tions used to describe sundry receivables are shown
in table 2-7.

The following examples selected from 1969 reports
are illustrative of the various types of accounts receiv-
able presentations.

Tax Refunds

ALPHA PORTLAND CEMENT COMPANY
Current Assets:
Accounts receivable—Customers (less al-
lowances—1969, $237,000; 1968, $250,-
099) . .

o $8,062,561
Costs and estimated earnings in excess of

billings on uncompleted contracts . . 1,544,783
Income tax refunds receivable . 475,168
AMERICAN BAKERIES COMPANY

Current Assets:
Claims for refund and future tax benefit
(Note 6) ... . .. .. .......... $1,987,616

Note 6: Federal Income Taxes—As a result of the operating loss
for 1969, taxes paid in prior years, of approximately $1,238,000
are refundable. In addition certain tax effects of the loss will be-
come deductible for tax purposes after 1969 and these are classified
as deferred tax benefits in the accompanying balance sheet. Because
of the loss, there was no benefit in 1969 from the 7% investment
tax credits and as of December 27, 1969, the company had a carry
forward of investment tax credits of approximately $1,245,000
which will be applied to reduce future taxes payable.

CROWN CENTRAL PETROLEUM CORPORATION
Current Assets:
Federal income tax refund arising from pay-

ments in excess of liability . $622,928
TABLE 2-6: RECEIVABLES—CURRENT
Principal Balance Sheet Caption* 1969 1968
A: Accounts receivable .. .. .. ... .. ... .. 192 196
B: Receivables . ....... ... .. .. . ..... 182 169
C: Accounts and notes receivable ... ... . 157 156
D: Trade accounts receivable . ... .. ... .. 46 55
E: Other ......... ... . . . . ... ... ...... 23 24
Total ... ....... .. .. . ... . 600 600

*Refer to Company Appendix Section—A: 35, 272, 312, 555, 618;
B: 32, 84, 103, 305, 681; C: 33, 69, 263, 520, 655; D: 188, 213,
597; E: 45, 99, 352, 384, 700.
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TABLE 2-7: OTHER RECEIVABLES

Other Receivables—Descriptions* 1969 1968
A: Tax claims receivable .. ... . ... .... 4 37
B: Due from government or government

agency .. ... ... 25 32
C: Due from subsidiaries or affiliates ... . . 23 27
D: Installments (notes and/or accounts) . . . 22 22
E: Notes receivable, other than installments 16 13
F: “Other,” “miscellaneous,” “sundry,” etc.. 104 103
G: Other terms ....................... 37 26

Total ..................... 271 260
*Refer to Company Appendix Section—A: 98, 190, 319, 572, 611,
643; B: 97, 231, 284, 456 550, 713; C: 36 64 140, 176, 487; D:

83, 111 236 505 708 459 574 605; 46 113, 609; G: 16,
218, 275

THE AMERICAN DISTILLING COMPANY
Current Assets:

Claims for refund of federal taxes on earn-

ings—Note 6 .. . ... ... ... ... .. $ 154,085
Accounts receivable—trade (less allow-

ance for doubtful accounts $420,000 for

1969 and 1968) ... . .. . .. .. .. . .. 19,600,116

Note 6: Extraordinary Items—During 1969 the Company sold its
real property in Sausalito, California, realizing a gain of $484,399,
after deduction of $137,883 apphcable federal income taxes. Durmg
1968 the Internal Revenue Service issued a ruling under which cer-
tain property used in distilling businesses was declared to be in-
cludible in the basis of the investment tax credit. In consideration
of such determination the Company filed claims for refund of fed-
eral income taxes for 1967 and prior years aggregating $154,085,
which amount was reported in 1968 income as an extraordmary
item and is now restated as an addition to retained earnings at the
beginning of 1968.

LYKES-YOUNGSTOWN CORPORATION
Current Assets:
Accounts and notes receivable, less al-
lowances for doubtful accounts ($2,-
262,000 in 1969) . ... . ... . ... .. ... $128,896,000
Refundable federal income taxes .. . . . . 13,804,000

Notes to Consolidated Financial Statements

Note 2 (in part): Federal Income Taxes—Refundable federal in-
come taxes result from carry-back of the 1969 consolidated net
operating loss to prior years. Such taxable loss results from taking
into consideration certain recurring items, such as excess of tax
depreciation over book depreciation, excess of percentage depletion
over cost depletion, tax-free interest income, dividends received de-
duction, and deposits in statutory reserve funds

Due from Government or Government Agency

CUTLER-HAMMER, INC.
Current Assets:
Accounts and notes receivable—
Trade, less allowances for doubtful items
of $835,959 in 1969 and $812,306 in

1968 ... ... $34,508,132
United States Government 9,174,656

MOTOROLA, INC.
Current Assets:
Accounts receivable

United States government . .. . . $ 12,622,759
Other ....... ... . ... ... ........ 154,776,917
Allowance for doubtful accounts . .. (4.400,000)

SPARTON CORPORATION
Current Assets:
Accounts receivable, including unbilled costs
under cost reimbursement type contracts
($144,143 in 1969, $176,496 in 1968):
Trade, less allowance for doubtful ac-
counts ($24,776 in 1969, $71,000
in 1968) .. ... .. ... ... . ... ... $3,347,605
U.S. and Canadian governments 1,001,704

SPERRY RAND CORPORATION
Current Assets:
Accounts and notes receivable:
United States Government contracts,
direct and indirect ....... ... ... $ 78,044,318
Commercial, less reserve for doubtful
accounts:
1969, $6,870,846; 1968, $7,228,-
184

223,738,289

Due from Subsidiaries or Affiliates

THE ANSUL COMPANY
Current Assets:
Receivables (including $281,942 from un-
consolidated subsidiaries in 1969) ... .. $9,408,076

ANDERSON, CLAYTON & CO.
Current Assets:
Receivables from nonconsolidated subsidi-
aries (Note 3) 50,058,000
Note 3: (in part): Investments in nonconsolidated subsidiaries

are valued as indicated below. The equity applicable to these in-
vestments and current receivables from these subsidiaries are:

Parent Co.
Receivables Investment Equity
Latin American—at cost
or less:
South American . $23,034,000 $11,539,000 $29,564,000
Mexican ......... .. 26,365,000 3,901,000 23,657,000
Total ....... ... .. 49,399,000 15,440,000 53,221,000
Domestic—at equity:
Finance ........... 339,000 20,303,000 20,303,000
Insurance ... ... 320,000 12,264,000 12,264,000
$50,058,000 $48,007,000 $85,788,000

FANSTEEL, INC.
Current Assets:
Accounts receivable:
Trade, less allowance for doubtful ac-
counts of $207,600 and $119,915, re-
spectively .. ... ... ... .. ..... $12,973,243
Affiliated companies .......... .. ... 352,603
Refund of federal income taxes 110,291

JOY MANUFACTURING COMPANY
Current Assets:
Receivables:
Customers, less allowance for doubtful
accounts of $1,011,000 and $1,462,-
000 ... ... $54,532,000
Unconsolidated subsidiaries . 2,063,000
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REYNOLDS METALS COMPANY
Current Assets:
Receivables:
Customers, less allowances for losses
(1969—$2,500,000; 1968—$2,250,-
000) ... ... ... $156,382,258
Unconsolidated subsidiaries and other

associated and related companies . . 16,012,134
Other notes, accounts and claims . . . . 25,563,123
$197,957,515
SHELL OIL COMPANY
Current Assets:
Owing by affiliated companies ...... .. .. $9,800,000

Installment Notes and/or Accounts

BRUNSWICK CORPORATION
Current Assets:
Notes and accounts receivable—
Instaliment notes, at principal balances
(including $90,284,000 in 1969 and
$101,553,000 in 1968 due after one
year) after deducting unearned in-
terest of $21,250,000 in 1969 and
$26,814,000 in 1968 (Notes 5 and
8) $110,788,000
Accounts (Note 15) ...... ..... .. 79,535,000
Less—Reserves for possible losses on

receivables (Note 3) ...... .. .. (15,958,000)

Note 3: Reserves for Possible Losses On Receivables—The pro-
visions for possxble losses on recewables charged against earmngs
were $890,000 in 1969, and $1,512,000 in 1968, and repossessions

and other charges against the reserves, less recoveries, were $7,586,-
000 in 1969 and $7,718,000 in 1968.

Note 5. Notes Payable—OQther—These notes relate to foreign
subsidiaries and include notes payable of a Canadian subsidiary
amounting to $1,764,000 at December 31, 1969, and $4,257,000 at
December 31, 1968, which are guarameed by Brunswxck Corpora~
tion and are secured by a pledge of all Canadian installment notes
receivable. At December 31, 1969 and 1968, the principal balances
of such notes receivable were $10,725,000 and $12,107,000, respec-
tively, and the collections thereon, after certain expenses, as defined,
are restricted to the payment of interest and principal on the notes
payable. As of December 31, 1969, $1,514,000 of marketable se-
curities are so restncted The agreemem provndes for principal pay-
ments of $1,000,000 in 1970, and $764,000 in 1971.

Note 8: Debentures—The Company has outstanding $25,623,000
of 4¥%2% convertible subordinated debentures, with annual sinking
fund requirements of $1,500,000 beginning in 1971. A subsidiary
has outstanding $2,250, 000 of 534 % collateral trust debentures,
with annual smkmg fund requirements of $250,000; substantlally
all the assets of this subsidiary have been pledged to secure these
debentures.

Note 15: Sale of School Equipment Division—As of December
31, 1969, the Company sold its School Equipment Division (annual
sales of $23 000,000) for $9,835,000, slightly in excess of net book
value. This amount is included in accounts receivable at December
31, 1969, and was collected in February, 1970.

HARRIS-INTERTYPE CORPORATION
Current Assets:

Trade accounts and notes receivable:
Accounts receivable . oL
Installment notes including $17,000,-

000 in 1969 ($18,200,000 in 1968)

$ 77,251,135

due after one year ... . ... .. .. 34,262,766
$111,513,901
Less deferred interest income ($3,750,-
000 in 1969 and $3,800,000 in 1968)
and allowances for collection losses 4,867,460
Total Trade Accounts and Notes
Receivable .. . .. .. . .. $106,646,441

SEARS, ROEBUCK AND CO.
Current Assets:

Receivables ...................... $3,552,887,620
Financial Position Detail
Receivables:
Customer installment accounts receivable
Easy payment accounts .................. $2,221,017,167
Revolving charge accounts ................ 1,372,874,725
3,593,891,892
Other customer accounts ................... 101,904,882
Miscellaneous accounts and notes receivable . . 96,446,334
3,792,243,108

Less allowance for collection expense and losses

on customer accounts . ................... 236,826,866
3,555,416,242

Deduct installment accounts sold—less portion
of proceeds withheld pending collection . ... 2,528,622

$3,552,887,620

NORTH AMERICAN ROCKWELL
CORPORATION
Current Assets:
Notes and accounts receivable, less al-
lowance for doubtful accounts:
1969, $2,379,000; 1968, $2,358,000 $255,285,000

Notes to Financial Statements

Note 2: Notes and Accounts Receivable—Notes and accounts re-
ceivable include instalment notes receivable of $54,953,000 at Sep-
tember 30, 1969 relating to sales of graphic arts equipment, of
which approximately $35,143,000 matures more than one year after
that date and is included in current assets in accordance with rec-
ognized trade practice.

OXFORD INDUSTRIES, INC.
Current Assets:
Receivables:
Trade accounts, less reserves of $569,-

541 (1969) and $603,653 (1968) . $14,676,203
Installment accounts, including amounts
due after one year of $2,822,191
(1969) and $1,682,590 (1968) 4,562,186
Unearned finance charges applicable to
installment accounts ...... . . ... . (1,229,301)
Contractors, employees and others . . . 838,110
$18,847,198

JIM WALTER CORPORATION
Current Assets:

Instalment notes receiv-

able (Notes 2 and 6) $331,286,315
Less—Provision for

possible losses .. ( 3,495,639)

Unearned

time charges

Trade receivables, less
$3,544,329 and $3,-
484,681 provision for

(137,866,865) $189,923,811

possible losses . . . ... 121,216,957
Other notes and accounts
receivable ... . . 2,649,311

Note 2: Instalment Notes Receivable—Of the gross instalment
notes receivable of $331,286,315, an amount of $294,300,855 is due
after one year. Instalment payments estimated to be receivable
within each of the five years from August 31, 1969 are $36,985,460,
$36,610,138, $36,375,535, $36,051,581, and $35,754,222, respectively,
and $149,509,379 after five years.

Note 6 (in part): Federal Income Tax—Future federal income
tax is based on the reductions in current federal income tax as a
result of the provision for depreciation by certain- subsidiaries in
the books on the straight line method and in tax returns on ac-
celerated methods and amortization of the investment tax credit
over a seven year period. Current federal income tax liability in-
cludes $9,209,181 based on unamortized discount on purchase under
contract of instalment notes receivable from the Company by a
subsidiary, restored in consolidation,
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THE WURLITZER COMPANY
Current Assets:
Trade receivables:
Notes and accounts . .......... ..... $16,760,491
Installment accounts (estimated install-
ments due after one year-——1969 and

1968, $7,000,000) 15,904,950
Total receivables .. ... ... ... .. $32,665,441

Less:
Allowance for doubtful accounts ... .. 967,000
Unearned discount and carrying charges 1,861,455

Total . .. .. $ 2,828,455

Trade receivables—net ... . . $29,836,986
Other Receivables—Identified
AMPEX CORPORATION
($ thousands)

Current Assets:
Notes and contracts receivable .. . ... . .. . . $10,203
Accounts receivable, less allowance for losses

(1969—$2,313; 1968—$%$1,530) . .. ... 88,766
Other receivables and claims . ... . .. .. .. 1,770
BARTON DISTILLING COMPANY

Current Assets:
Receivables:
Trade (less allowance for doubtful ac-
counts—1969, $162,941; 1968, $781,-
T05) ... .. $16,328,143
Accrued warehouse charges 205,023
Other . ........ .. ... ... ... ... ... 422,473

THE NATIONAL CASH REGISTER COMPANY
Current Assets.
Receivables:

Current accounts . $268,286,000

Installment accounts .. = ... .. o 97,583,000
Balance due from issue of securities . 16,060,000

$381,929,000
Less—provision for doubtful accounts 8,265,000

§373,664,000

SUPERMARKETS GENERAL CORPORATION
Current Assets:

Due from suppliers ... ... ... .. ... ... $2,320,399

WEYERHAFEUSER COMPANY
Current Assets:

Receivables, less allowances of $2,140,000
and $1,858,000 at respective dates . $155,120
Trust deed notes receivable held for sale 38,904

(Amounts in
Thousands)

TRADE RECEIVABLES USED FOR FINANCING

The reports of 75 companies disclosed 87 refer-
ences to the use of receivables for financing. A sum-
mary of financing methods used is presented in Table

TABLE 2-8: TRADE RECEIVABLES USED FOR FINANCING

Number of Presentations 1969 1968
Sold—with contingent liability .. ... .... ... 29 14
Sold—without recourse . ... ... ... ....... 4 5
Sold—with equity retained ... ..... ....... 2 5
Discounted .. ................... ... .... 20 17
Pledged .. ... ... . ... . ... ... 11 17
Used as collateral for debt (not otherwise
described) ... ... ... ... 17 14
Other ... . ... . . . ... 4 4
Total ... ... .. ... ... ... . ....... 87 76
Number of Companies
Using receivables for financing ... .. ... . .. 75 68
Not referring to use of receivables for financ-
ing ... 525 532
Total ... .. .. ... . ... ... . ... 600 600

2-8. Examples of disclosure of various types of financ-
ing arrangements follow.

Accounts Sold With Contingent Liabilﬂ'y

JEWEL COMPANIES, INC.
Current Assets:

Accounts receivable, less allowances ($489-

000 and $719,000 respectively) ... ... $9,380,148

Notes to Consolidated Financial Statements

Accounts Receivable—As of January 31, 1970, the Company
sold $13,909,305 of the Direct Marketing Division customer install-
ment accounts receivable with recourse. The sale was made in

order to defer the payment of income taxes on the gross profit in
installment accounts receivable beginning in 1970,

STRUTHERS WELLS CORPORATION:
Current Assets:

Receivables—Net of allowance for doubtful
accounts — 1969-$279,379; 1968-$347,-
243 $6,347,344
Notes to Financial Statements

Note 13 (F): At November 30, 1969 the Company was con-
tingently liable in the amount of $141,000 until 1973 under an

equipment lease agreement assigned to a finance company, and in
the amount of $543,000 for a note sold with recourse.

WHITE CONSOLIDATED INDUSTRIES, INC.
Current Assets:
Trade receivables, less allowances of $4,-
264,000 in 1969 and $4,018,000 in
1968 .. .. $123,925,920
Notes to Financial Statements

_ Note I: Contingent Liabilities—The Corporation is contingently
liable for certain notes receivable (principally secured by title re-
tention contracts or chattel mortgages on equipment) sold with re-
course, for dealer finance repurchase agreements, and foreign sub-
sidiaries debt, all aggregating approximately $38,000,000. In the
opinion of management, adequate reserves have been provided.
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WINNEBAGO INDUSTRIES, INC.
Current Assets;
Trade receivables, less allowance for doubt-
ful accounts 1969 $21,200; 1968 $10,829 $2,395,542
Interest receivable ..... . .. .. .. ... . . 49,786

Notes to Consolidated Financial Statements

. Note 8 (in part) : Contingent Liabilities—It is customary prac-
tice for companies in the recreational vehicle industry to enter into
repurchase agreements with lending institutions which have provided
wholesale floor plan financing to dealers. Such agreements provide
for the repurchase of the parent Company’s products from the
financing institution for the balance due them in the event of re-
possession upon a dealer’s default. Although the parent Company
was contingently liable for approximately $860,000 under these
agreements as of February 22, 1969, losses have been insignificant
in past years and the parent Company’s exposure to loss under
such agreements is limited by the resale value of the recreational
vehicles which are required to be repurchased.

The parent Company is contingently liable as endorser, with re-
(2:‘2),“?;8 9for trade acceptances in the amount of $34,631 at February

Accounts Sold Without Recourse

THE DUPLAN CORPORATION
Current Assets:
Accounts and notes receivable:
Due from factors (Note 2) . ... .. .. $ 6,223,929
Other, less allowance for doubtful ac-
counts and cash discounts:
1969, $496,262; 1968, $323,837 . 15,386,408

Note 2: Accounts Receivable Factored—The Corporation uses fac-
tors for credit administration purposes. Under the factoring agree-
ments, the factors purchase certain of the Corporation’s trade ac-
counts receivable and assume all credit risks with respect to sub-
stantially all such accounts.

R. H. MACY & CO., INC.
Current Assets:

Customers’ accounts receivable, per state-

ment on page 22 .. ... ... .. .. ... $68,499,784

Other receivables .. . . 8,417,606
Page 22: Consolidated Customers’ Accounts Receivable
Total customers’ receivables—principally deferred pay-

ment accounts . ..................... .. $218,394,709

Deduct accounts sold without recourse (net of Cor-
poration’s equity) and unremitted collections e
thereon to be applied against accounts contracted

tobesold ....... ... .. .. ... . ... .. ... . 144,409,925

73,984,784

Less estimated uncollectible amounts ... ... .. .. .. 5,485,000
Customer’s accounts—net

................ $ 68,499,784

Receivables Pledged

CONSOLIDATED PACKAGING CORPORATION
Current Assets:
Accounts receivable, less allowance for
doubtful items—$103,000 in 1969 and
$177,000 in 1968 (Note 5) $4,150,026

Note 5 (in part): Notes and Contracts Payable—The note pay-
able to bank amounting to $600,000 at December 31, 1969 is guar-
anteed by an officer of the Company. Accounts receivables of
$1,400,000 are pledged as collateral on this loan.

Equity Retained in Accounts Sold

ALLIED STORES CORPORATION
Current Assets:
Accounts and notes receivable:
Customers—Note B . ... ... . .

I $228,471,063
Suppliers and others ... ...... .

12,804,339

Note B: Accounts and Notes Receivable—Customers—

January 31
1970 1969

Regular accounts .............. .. .. $ 59,988,609 $ 63,225,112
Instalment accounts and notes .. ... 40,620,972 42,051,709
Revolving credit accounts ... ..... .. 132,892,485 126,417,918
233,502,066 231,694,739

Less allowances for possible losses on
collection .................. .... 5,031,003 4,929,052

$228,471,063  $226,765,687

Allied Stores Corporation and merchandising subsidiaries sold ac-
counts receivable to Allied Stores Credit Corporation in the
amounts of $143,231,145 as of January 31, 1970 and $104,137,866
as of January 31, 1969, net of retained equity of $14,323,115 and
$10,413,787, respectively.

J.J. NEWBERRY CO.
Current Assets:
Accounts receivable:
Customers, including equity of $1,071,-
188 and $1,007,149, respectively, in
accounts sold T $6,261,448
Other 3,234,399

9,495,847
769,000

$8,726,847

Less, Allowance for doubtful accounts

Receivables Discounted

PULLMAN INCORPORATED
Current Assets:
Accounts and notes receivable (including
for 1969 instalments of $50,504,000
due after one year), less allowance for
doubtful items (1969—$2,080,000) .. $157,820,000
Notes to Consolidated Financial Statements
Note 10 (in part): Contingent Liabilities and Commitments—
The Corporation and its subsidiaries are contingently liable for
notes discounted in the amount of $6,810,000 with banks and other

financing institutions, but have guarantees or other indemnification
with respect to $5,045,000 of the total.

UMC INDUSTRIES, INC.
Current Assets:
Receivables:
Notes and customers’ accounts, less al-
lowances of $685,500 in 1969 and

$642,000 in 1968 . .. . . ... ... .. $20,651,485
Government contracts . ... .......... 5,738,410
$26,389,895

Notes to Consolidated Financial Statements

Note 7: Finance receivables discounted—At December 31, 1969,
the Company was contingently liable to the extent of $3,053,000
on customers’ finance receivables discounted, These receivables are
secured by chattel mortgages, conditional sales contracts or leases.
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U.S. INDUSTRIES, INC.
Current Assets:
Trade receivables, less allowances (1969—
$6,550,000 1968 — $3,260,000) —
Notes Band G ............ . ... ... $165,356,000

Note B (in part): Long-term Debt—At December 31, 1969, ap-
proximately $5.1 million of inventories, $4.8 million of recelvables,
gng céertam land, buildings, and equipment were pledged for in-

ebtedness.

Note G (in part): Commitments and Contingencies—The Com-
pany is guarantor of $8.1 million of indebtedness of unconsoli-
dated finance subsidiaries, and consolidated subsidiaries are con-
tingently liable for up to $6.2 million in respect of notes receivable
discounted and conditional sales contracts.

Receivables Used as Collateral

AMERICAN ELECTRONIC LABORATORIES, INC.
Current Assets:
Accounts receivable, principally United
States Government—Note B ... .. . $10,510,404
Note receivable, Mooney Aircraft Corpo-
ration, due in installments through May,
1970

Note B: The Company records as sales, on a percentage-of-com-
pletion basis, the costs incurred and related profits or losses on its
contracts including fixed-price Government contracts with progress
payment provisions. Included in accounts receivable are unbilled
costs and related profits of $6,463,286 (1969) and $4,899,840
(1968) in excess of progress billings of $10,136,540 (1969) and
$9,273,984 (1968). In addition, costs of $148, 727 (1969) and $289,-
7192d ((11968) on cost-plus-fixed-fee Government contracts are in-
clude

Accounts receivable, unbilled costs and inventories totaling ap-
proximately $12,100,000 at November 30, 1969 have been assigned
to the bank as collateral for notes payable of $5,500,000.

BATES MANUFACTURING COMPANY,
INCORPORATED
Current Assets:
Notes and accounts receivable—less allow-
ances January 3, 1970 $784,180; De-
cember 28, 1968 $569,930 (Note 4) . . .

Note 4 (in part): Long-term Notes Payable—As of February 1,
1969 the Company and a group of banks entered into an agree-
ment providing the Company with a $14,000,000 revolving credit for
a period of two years. . . . Borrowings under the agreement, as
amended October 31, 1969, are secured by certain receivables and
inventory and by the investments in Virginia Iron, Coal and Coke
Company and Kahn & Feldman, Inc.

WARD FOODS, INC.
Current Assets:
Notes and accounts receivable, less allow-
ance for doubtful accounts, $1,815,151
and $1,526,760 .

Notes to Financial Statements

Notes, Drafts and Acceptances Payable at December 27, 1969
are collateralized in the normal course of business by inventories
and receivables in the amount of $8,300,000.

$44,193,014

BEMIS COMPANY, INC
Current Assets:

Accounts receivable, less $1,594,881 and
$1,062,223 for doubtful accounts and
allowances .. ... . . .

Notes to 1969 Financial Statements

Note 4: Non-Current Notes Payable—A total of $4,997,000 at
interest rates from 6.5% to 12.375% has been borrowed in Europe
and is repayable in 1971. Other loans payable of $9,994,857 at

$46,179,198

. 2,000,000

$10,645,008

interest rates ranging from 5% to 11.9375% represent borrowings
by U. S. subsidiaries of $389,100 and foreign subsidiaries of
$9,605,757.

Loans payable by foreign subsidiaries in the aggregate amount of
$7,737,360 are secured by accounts receivable, long-term receiv-
ables and land and buildings.

TERMINOLOGY FOR "UNCOLLECTIBLE ACCOUNTS"

Table 2-9 presents in comparative form the termi-
nology used by the 600 companies in presenting un-
collectible accounts. The first section of the table sum-
marizes the primary descriptive terms, such as allow-
ance, reserve, provision, etc., used in the balance
sheet to describe uncollectible accounts. The second
section sets forth the various secondary terms used in
such balance sheet descriptions. The third section shows
the various combinations of primary and secondary
terms used in 1969 and the frequency of their use.

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.”
Table 2-9 shows that use of the term reserve to describe
uncollectible accounts has steadily declined.

Opinion No. 6, issued in October 1965 by the
Accounting Principles Board of the American Institute
of Certified Public Accountants, amended Accounting
Research Bulletin No. 43, 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.

Of the 600 companies reporting, 57 showed a de-
duction for unearned discount, finance charges, etc.
Opinion No. 12, issued in December 1967 by the
Accounting Principles Board, states with regard to
“Classification and Disclosure of Allowances” that:

2. Although it is generally accepted that ac-
cumulated allowances for depreciation and depletion
and asset valuation allowances or losses such as those
on receivables and investments should be deducted
from the assets to which they relate, there are in-
stances in which these allowances are shown among
liabilities or elsewhere on the credit side of the bal-
ance sheet.

3. It is the Board’s opinion that such allowances
should be deducted from the assets or groups of assets
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TABLE 2-9: UNCOLLECTIBLE ACCOUNTS—TERMINOLOGY

Primary Descriptive Terms 1969 1968 1967 1965 1955
Allowance ... .. .. ... 372 360 342 324 248
Reserve . ... .. ... 81 88 92 102 181
Provision ... . ... ... 20 21 21 29 31
Bstimated . ... ... ... ... 16 17 18 17 27
Other . . . .. _ 4 5 7 6 11
Subtotal . .. ... ... 493 491 480 478 498
Accounts receivable (net) ...... .. ... ... ... . ...... 8 6 N/C N/C N/C
No uncollectible accounts indicated .. ... . ... .. .. . . . .. o i9 103 120 122 _I_(E
Total ... ... . 600 600 600 600 600
Combined with
Doubtful ... ... 260 254 241 245 245
Losses .. ... L 50 55 62 64 71
Other phrases ... ... ... . .. .. ... ... .. ... ... ... ... 18 15 22 17 23
Used alone ....... ... . ... ... 165 167 155 152 159
Subtotal .. ... ... .. 493 491 480 478 498
Unearned interest, discount, etc. ... ... ... .. .. .. . .. ... . 57* 49* N/C N/C N/C
Returns and/or allowances ... ........ . ... . .. . .. .. ... _17* 14* N/C N/C N/C
Total ... .. ... .. . 567 554
N/C—Not compiled.
*Shown in addition to uncollectible accounts.
1969 Descriptive Terms Combined: Total Allowance  Reserve Provision  Estimate Other
Doubtful .. ... ... 260 225 15 11 7 2
Losses .. .. ... ... ... .. ... ... 50 39 1 7 2 1
Other phrases .. .. .. .. .. .. .. ... .. .. 18 6 2 2 7 1
Used alone .. ... ... .. .. .. . . 165 102 63 — — —
Subtotal ... ... ... ... . ... ... . 493 372 81 20 16 4
Unearned discount, finance charges, etc .. . . 57 37 5 1 3 11
Returns and/or allowances .. ... ... .. . ... .. .. 17 _ 6 3 5 1 _2
Total ... ... .. .. ... ... ... 567 415 89 26 20 17

ll

to which the allowances relate, with appropriate dis-
closure.

Although all of the 600 companies surveyed re-
ported trade receivables, 99 companies made no refer-
ence to uncollectible accounts and 8 companies indi-
cated only that the amount shown for receivables was
net.

INVENTORY

Chapter 4 of Accounting Research Bulletin 43, is-
sued by the committee on accounting procedure of the
American Institute of Certified Public Accountants,
states:

The term inventory is used herein to designate the
aggregate of those items of tangible personal prop-
erty 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 production of goods or services to be available
for sale.

PRESENTATION

Inventories were presented in varying detail in the
balance sheet, in notes to the financial statements, or
elsewhere in the annual reports of 598 of the surveyed
companies; two companies disclosed no inventory. Of
the 598 companies presenting inventories, 221 did not
show any inventory detail. Table 2-10 presents the
inventory descriptions most often used.

VALUATION BASIS

Chapter 4 of Accounting Research Bulletin 43 stipu-
lates that “the primary basis of accounting for inven-
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TABLE 2-10: INVENTORY PRESENTATION—TERMINOLOGY

Finished Goods or Products 1969
Used alone . ... . ........ . ... ... . ... 203
Combined . ... .. ... ... . ... ... 102
Name of product (used alone) ......... ... .. .. 62
Name of product (combined) ...... ... .. .. . .. 12
Total .. ... .. . . . . .. ... 379
Merchandise (alone or combined) ... .. .. 22
Work in Process
Used alone ... ... .. . ... ... ... .. ... ... 152
Combined [ ... 110
Other terms .. ... ... . . . . .. T 66
Total ... ... . .. . 328
Raw materials
Used alone . ... ... . ... . ... . .. ... .. . 89
Combined with supplies and/or parts ... ...... ... 173
Combined—other ... .= .. . .. . ... . . 41
Other terms .. .. .. . .. . o ~i4
Total . .. . 3_67
Supplies
Used alone . . . . o 49
Combined ... ... .. ... . ... ... .. A 90
Other terms . .. .. ... ... ... 34
Total .. . .. 173
Number of Companies
Presenting details of inventory .. . . . . 377
Not presenting details of inventory 223
Total ... .. . 600

ER)

tories is cost . . .” and “a departure from the cost
basis of pricing inventories is required when the utility
of the goods is no longer as great as its cost. . . .” As

ceptable method of inventory valuation when departure
from cost is required, is the most frequently used
method of inventory valuation.

In connection with the disclosure of inventory basis,
Chapter 4 of Accounting Research Bulletin 43 states
that:

The basis of stating inventories must be con-
sistently applied and should be disclosed in the finan-
cial 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. . . .

Three companies, showing inventories as an asset,

failed to disclose the valuation basis of inventories.
The following examples illustrate the various bases

at which inventories are stated in the balance sheet.

Lower of Cost or Market

POTLATCH FORESTS, INC.
Current Assets:

Inventories (Note 2) $55,207,148

Note 2: Inventories—Inventory components are valued at the
balance sheet dates in the following manner:

1969 1968
Logs, pulpwood, and chips ..... .. ... $ 9,056,969 $ 6,903,490
Lumber and other manufactured wood
products . FR 16,005,845 9,884,751
Pulp, paper, and converted paper prod-
ucts .. 21,162,567 19,262,271
Materials and supplies ... 8,981,767 8,462,711
$55,207,148  $44,513,223
Valued at lower of cost or market:
First-in, first-out basis . ... .. .. $16,760,297  $16,517,678
Last-in, first-out basis ... ... ... 10,898,016 7,847,929
Average cost . ... ... ... ... .. 27,548,835 20,147,616
$55,207,148  $44,513,223

Generally, with respect to logs, materials, and supplies, “market”

shown in Table 2-11, lower of cost or market, an ac-  F s o ce e o A Y mice ‘s cost of markeing o
TABLE 2-11: INVENTORY VALUATION BASIS
Bases 1969 1968 1967 1966 1965 1955
Lower of cost or market ... ... ... ... . ... ... ... .. . 511 511 520 493 491 471
Cost . 77 76 82 84 89 176
Cost not in excess of market . . 42 38 26 53 49 54
Cost, less than market ... .. .. 24 33 29 44 42 20
Cost or less than cost 18 20 19 28 29 35
Market, or less than market . 26 26 14 3 13 30
Various other bases 9 4 8 24 15 26
Total 707 708 698 729 728 812
Number of Compa@
Stating one basis only . : 499 502 523 535} 599 594
Stating more than one basis . . 96 94 74 65
Not stating basis, or no inventories 5 4 3 — 1 _ 6
Total 600 600 600 600 600 600

H
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AMERICAN METAL CLIMAX, INC.
Current Assets:
Inventories (Note 5) . ... ... ... .. ... $127,590,000

Note 5: Inventories—
1969 1968

Metals refined and in-process at the
lower of cost (primarily last-in,
first-out) or market (at December
31 market quotations: 1969, $101,-
270,000; 1968, $112,750,000) ..... $ 49,290,000

Metal fabricated products, etc., at the
lower of cost (first-in, first-out) or
market ......... ... ... ... ... ...

Ores, concentrates and chemicals, at
the lower of average cost or market

Operating supplies, at average cost,
less reserves ... . L

$ 70,920,000

51,740,000
11,080,000

15,480,000
$127,590,000

39,520,000
14,430,000

8,940,000
$133,810,000

AMERICAN ZINC COMPANY
Current Assets.

Inventories valued at the lower of cost (FIFO,
average or identified lots) or market—
Concentrates and other metal-bearing ma-

(In thousands
of dollars)

terials .. ... ... . ... .. .. ... $ 5,959
Slab zinc, zinc oxide, and other finished
products ... ... ... 2,614
Materials and supplies 2,915
Ts11,488
FRUEHAUF CORPORATION
Inventories (Note C) ... .. .. . ... ... .. .. $94,586,706

Note C: [nventories—Inventory amounts are based upon physica!
determinations during the year and have been stated at the lower
of cost or market prices. Cost prices are determined by the first-in,
first-out method, and market prices represent the lower of replace-
ment cost or estimated net realizable amount.

A summary of inventories follows:
December 31

969 1968
New trailers .............. . $16,103,985  $12,440,064
Production parts, work in process, and
raw materials ... ... ... .. .. ... 53,237,374 56,502,277
Service parts and orders in process 18,127,895 16,192,079
Used trailers ..... ... .. .. ... o 7,117,452 5,481,282
Total ... ... ...... $94,586,706  $90,615,702

NEW ENGLAND NUCLEAR CORPORATION
Current Assets:

Inventory (Note B) . $1,135,120

Note B: Inventories—Raw materials are priced at the lower of
cost or market value, cost having been computed generally on a
first-in, first-out basis. Finished goods and work in process are
priced at the lower of standard cost or market value.

Cost

OSCAR MAYER & CO.
Current Assets:
Inventories (Note B) . $25,667,595

Note B: Inventories—Inventories are stated at cost, determined
principally by the ‘“last-in, first-out” method, which is less than
market value. This method, first adopted in 1940, is intended to re-
late revenues more nearly to current costs than would the alter-
native “first-in, first-out” method. As determined by the FIFO
method, inventory values at October 25, 1969 would have been
$8,100,000 more than as determined by the LIFO method. For
1969, the effect was to reduce net income by approximately $1,700,-
000 or $.19 per share.

SWIFT & COMPANY
Current Assets:

Inventories—Note 3 .. ... . .. . ... . .. $197,439,000

Note 3: Inventories—Product inventories of $182,303,000 (1968—
$182,378,000) include a substantial portion valued at cost under
the last-in, first-out (LIFO) method. Other product inventories are
valued. at current cost or approximate market, less cost to sell.
Ingredients and supplies of $15,136,000 (1968—$16,858,000) are
valued at the lower of current cost or market.

UNITED STATES STEEL. CORPORATION
Current Assets:

Inventories (details on page 25) .. $868,596,179
Details of Selected Items (page 25)
(Dollars in
millions)

Dec. 31, Dec. 31,
1969 1968

Inventories—

Ore, limestone, coal and coke .......... $148.0 $188.8
Non-ferrous metals ......... .. . . ... . .. 19.6 23.0
Semi-finished products .. ... ... .. . ..... . . 271.9 221.5
Finished products ......... ... ............ ... 284.7 244.8
Supplies and sundry items ... ... ... ... . L 121.5 115.7
Contracts in progress ... .. B 229 19.7

Total inventories ... ... ... .. ...... ... $868.6  $813.5

For the most part, inventories are carried at cost as determined
under the last-in, first-out method, and the remainder is carried at
cost or market, whichever is lower. The last-in, first-out method
was first adopted in 1941 and extended in 1942 and 1947.

UTAH-IDAHO SUGAR COMPANY
Current Assets:

Inventories—Note A . $33,313,017
Note A: Inventories—
1969 1968
Refined sugar and molasses—princi~
pally last-in, first-out cost method.. $28,831,738  $22,873,641
Supplies and other inventories—first-
in, first-out cost method 4,481,279 4,393,611
Cost Not in Excess of Market
MEREDITH CORPORATION
Current Assets:
Inventories . ... ... ... ... ... . .. . $21,072,876

Notes to Financial Statements

Note 2: Inventories—Inventories are stated at cost (first-in, first-
out, or average), not in excess of market, and are summarized as

follows:
1969 1968
Raw materials A, .. % 5,212,329 $ 4,471,110
Work in process . ....... ... ....... 2,990,572 2,531,801
Finished goods ... ... ... .. ... .. .. 12,869,975 11,901,832
$21,072,876  $18,904,743

QUAKER STATE OIL REFINING COMPANY
Current Assets:
Inventories, at cost, principally on last-in,
first-out basis, but not in excess of mar-
ket:

Crude oil and petroleum products $10,327,160
Other products and supplies 1,560,162
SQUARE D COMPANY
Current Assets:
Inventories (Note B) . ... . .. . $58,310,124

Note B: Inventories—Inventories at locations in the United States
are stated at cost, which was not in excess of market, determined
under the last-in, first-out method; inventories in Canada aggregat-
ing $4,789,388 are stated at the lower of cost (determined under
the first-in, first-out method) or market.



Inventory 55

SIMPLICITY PATTERN CO. INC.
Current Assets:

Inventories .. ... ....... ... ... . . . .. $9,236,678
Notes to Financial Statements

Note 2: Inventories (at average cost, not in excess of market)
are summarized as follows:

1969 1968
Raw materials .................. ... .. $1,412,592  $1,521,319
Work in process .................... .. 2,887,724 2,251,153
leshgd goods ..................... ... 4,180,962 2,719,127
Materials and supplies ................. 755,400 532,915
$9,236,678  $7,024,514

Cost, Less Than Market

CYCLOPS CORPORATION

Current Assets: (In thousands

of dollars)
Inventories ...... ... ... ... .. ... ... .. .... $62,289
Notes to Financial Statements
1969 1968
Inventories—
(in thousands
of dollars)
Raw materials . ................... ... . $13,694 $14,178
Finished and semifinished products .. 40,608 37,847

SUPDHES . ... 7987 7,049

Inventories, except supplies, are valued at
cost, determined on the last-in, first-out method,
which is lower than market. Supplies are valued
at average or current cost.

CONTINENTAL STEEL CORPORATION
Current Assets:
Inventories:
Principally at ‘Lifo” cost, below market:

Raw materials ... ............ ... $3,483,414

Semi-finished and finished products .. 6,003,779
At average cost, or cost less depreciation:
Supplies, rolls and similar short-lived

equipment ... ............. ... 2,796,511

STANDARD OIL COMPANY (INDIANA)
Current Assets:

Inventories— .
Crude oil and products—at cost (mainly
LIFO), below market ... ... ... $330,444,000
Materials and supplies—at or below
cost ... 59,289,000

EI\}GELHARD MINERALS & CHEMICALS

CORPORATION
Current Assets:
Inventories (Note 2) . ... ... ......... $202,386,260

Note 2: Inventories—Inventories are stated at the lower of cost
or market. The inventories at December 31, 1969 include $67,427,-
160 of precious metals of the Engelhard Industries Division, of
which amount approximately 78% is valued at cost prices under
the last-in, first-out method of valuation. At Decgmbcr 31, 1969,
the market value of such precious metal inventories exceeded the
carrying value of such precious metal inventories by $26,234,000.
Taxes on income would become payable on any realization of this
excess by reason of reduction of precious metals inventories.

Cost or Less Than Cost
E. I. DU PONT DE NEMOURS & COMPANY

Current Assets: (Dollars in
) millions)
Inventories (Note 2) . .............. . .. .. $672.3

Note 2: Inventories are valued at average cost or less, not in

excess of market, and consist of the following:

(dollars in

millions)
1969 1968
Finished products ............................ $405.2  $329.5
Semifinished products ............ ... ... ..., 106.2 86.7
Raw materials and supplies ................ ... 160.9 151.2
$672.3  $567.4

Market or Less Than Market

INTERNATIONAL MILLING COMPANY INC.
Current Assets:
Inventories (Note 3):

Grain .............. .. ... . ... .. $30,509,199
Flour, flour products, millfeeds, etc . . . 7,890,331
Formula feeds, poultry, pickles, etc. ... 10,536,539
Packages and miscellaneous . ... ... .. 1,941,525

Total inventories ........... ... $50,877,594

Note 3: Inventories—United States and Canadian inventories of
grain (including wheat held for account of The Canadian Wheat
Board), flour and millfeeds are valued on the basis of replacement
market prices of grain and feed prevailing at February 28, adjust-
ment of open grain and flour contracts also being made to market.
All other inventories of any significance are stated at the lower of
cost (first-in, first-out) or replacement market.

IOWA BEEF PACKERS, INC.
Inventories (Note D) . ................. $10,911,000

Note D: Inventories—Inventories are stated below as follows:
1969 1968

Lower of cost (first-in, first-out method)

or market:
Cattle on feed and feeding in-
gredients . ... ... .. ... .. .. .. $ 5,399,000 $ 4,888,000
Carcasses ................... 2,147,000 2,454,000
Operating supplies ............ 993,000 547,000
Approximate market less allowance
for selling expenses:
By-products ...... ... ........ 1,843,000 1,715,000
Processed cuts ....... ... .. ... 529,000 1,276,000
$10,911,000 $10,880,000

METHODS OF "COST" DETERMINATION

In its discussion concerning cost determination for
inventory purposes, Accounting Research Bulletin 43,
Chapter 4, states:

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 circumstances, most clearly reflects periodic in-
come.

Table 2-12 summarizes the methods of cost determi-
nation as reported by the survey companies. First-in
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TABLE 2-12: METHOD OF DETERMINING INVENTORY COST

Methods

First-in first-out (fifo) .......... .. .. ... ... ... ....
Average COSt . ... ... ...
Last-in first-out (lifo)
Standard costs ... ... ... ... ...
Retail method . . .. ... .. ... ... ... .
Accumulated or production cost . ... ... ... .. ... ...
Replacement or current cost . ... ... ... ... .. .. .. .. .
Specific or “‘actual” cost . .......... ... ... ... .....

Other

Number of Companies:

Stating cost method(s) for entire inventory ........ ...
Stating cost method(s) for only part of inventory .
Omitting cost methods ....... ... ... ..

Total companies . ... ...... ... .. .. ... .. ...

1969 1968 1967 1966 1965 1955
276 255 240 231 213 138

202 196 177 188 176 146

............................. 153 168 179 184 191 202
30 27 26 28 28 31

24 21 19 18 17 14

23 19 15 14 11 N/C

16 13 13 13 12 4

24 20 23 13 13 9

12 9 12 18 15 33

760 728 704 707 676 577

473 447 440 271 264 323

29 33 10 196 181 103

__________ 98 120 150 133 155 174

600 600 600 600 600 600

first-in (FIFO) is the most frequently used method.
Last-in first-out (LIFO) continues to decline in use
and is now used less frequently than the average cost
method. Examples illustrating the various methods of
determining inventory “cost” follow.

First-in First-out

CROWN CENTRAL PETROLEUM CORPORATION
Current Assets:
Inventories:
Crude oil and refined products—at cost
(first-in, first-out method) not in ex-
cess of market ... .. ... ... .. .. .. $11,136,782
Materials and supplies—at cost 957,607

$12,094,389

MASONITE CORPORATION
Current Assets:
Inventories, at the lower of first-in, first-out
cost or market (Note 7)—
Finished stock ........... ... ... . $12,614,000
Raw materials and supplies . 12,328,000

. Note 7: Inventories—During the year standard cost systems were
introduced at substantially all manufacturing plants as a means of
improving our cost control systems. The standards approximate
first-in, first-out costs, and the effect of changing from average costs
has no significant effect on the accompanying financial statements.

NORTON SIMON, INC.
Current Assets:

Inventories .. ... ... ... . .. ..., ... .. $203,163,000

Notes to Financial Statements

Note 2: Inventories—Inventories are stated at the lower of cost
or market. Inventory costs of publication materials, soft drinks,
wines and distilled spirits, glass and metal containers, supplies, etc.
aggregating $112,503,000 and $116,884,000 at June 30, 1969 and
1968, respectively, were determined principally by the first-in, first-
out method. Remaining inventory costs, relating primarily to in-
ventories of vegetable oils and their by-products and packaged
foods, were determined by the last-in, first-out method.

SEARS INDUSTRIES, INC.
Current Assets:
Inventories—at the lower of cost (princi-
pally first-in, first-out) or market:
New linens ......... .. . ... ... . .. $2,827,738

Finished goods ... . ............ ... 3,049,820
Work in process .................. 2,703,079
Raw materials .. .. .... ... ... .. ~ 2,940,861
Supplies . ... . ... ... 888,089
Average Cost
ALLIED CHEMICAL CORPORATION
Current Assets:
Inventories, at lower of average cost or
market ... ... ... .. ... ... $198,049,000

Other Financial Data (page 14)
(Amounts in

thousands)
1969 1968
Inventories
Raw materials ......................... $ 37,908 § 38,298
Work in process ....................... 7,323 17,909
Finished products .................... .. 114,932 109,801
Supplies and containers ... ... ........... 27,886 25,573
$198.049  $191,581

ALLIED MILLS, INC.
Current Assets:
Inventories, valued at lower of average cost
or market:
Finished and semi-finished products. . $20,985,080

Raw materials ... ... .. ... .. ... . 11,781,090
Bags and supplies ............ ... . 894,532
$33,660,702
THE DUPLAN CORPORATION
Current Assets:
Inventories, at lower of cost (principally
average cost) or market:
Raw materials and supplies . . . $10,699,573
Work in process . ......... .. v 5,138,625
Finished goods .. ... . ...... . 5,952,158
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UNITED FOODS, INC.

Current Assets:
Inventories ..... ....... . ... ... .. .. .. $12,897,771

Notes to Consolidated Financial Statements

Note 2 (in part): Accounts Receivable and Inventories—Inven-
tories stated at cost (principally average cost) not in excess of re-
placement market were:

1969 1968
Frozen foods .......... ...... .. ... .. $11,510,343  $13,139,116
Canned foods .............. ... ... .. 208,229 795,182
Packaging materials and supplies ... ... 845,491 1,115,723
General merchandise . ... . o 333,708 358,283
$12,897,771  $15,408,304
Last-in First-out
ARCHER DANIELS MIDLAND COMPANY
Current Assets:
Inventories (Note 3) ..... ... ... .. .. .. $44,589,637
Note 3: Inventories—
1969 1968
At lower of cost (first-in, first-out
method) or market:
Soybeans and other raw materials. . $11,859,533  $10,427,273
Sundry products ..... .. ..... . ... 3,810,138 3,872,095
Materials and supplies . 914,064 543,417
Total .. ....... ... . .. 16,583,735 14,842,785
At market:
Wheat and other grains, flour and
meal ....... ... . ... PR 19,071,397 19,329,900
At lower of cost (last-in, first-out
method) or market:
Soybean oil, linseed oil, sperm oil,
crude fish oil and certain grains 8,934,505 12,087,235
Total . ... . . .. $44,589,637  $46,259,920

Inventories at market have been priced on the basis of market
prices for grain at June 30, including adjustments of open purchase
and sale contracts to market at that date. The Company generally
follows a policy of hedging its transactions in these and certain other
commodities to the extent practicable to minimize risk due to
market fluctuations.

Inventories at lower of cost (last-in, first-out method) or market
have a current cost in excess of the inventory basis used in the
financial statements of $1,985,000 at June 30, 1969, and $2,550,000
at June 30, 1968.

CATERPILLAR TRACTOR CO. .
Current Assets: o :}ZIIIIC',%')‘

Stated on basis of cost using principally “last-in,
first-out” method:
Inventories . . . .. . $599.0

Notes to Financial Statements

. Note 4: Basis of stating inventories—A major portion of the
inventories is stated on the basis of the “last-in, first-out” method
of inventory accounting adopted in 1950. This is a generally ac-
cepted accounting method designed to allocate incurred costs in
such a manner as to relate them to revenues more nearly on the
same cost-price level than would the “first-in, first-out” method
used prior to 1950. The general effect is to exclude from reported
profits a major portion of the increases in inventory costs which
result from rising price levels.

JOHNS-MANVILLE CORPORATION
Current Assets:
Inventories at the lower of cost (princi-
pally last-in, first-out) or market ... ... $67,632,000

THE KENDALL COMPANY
Current Assets:
Inventories of raw cotton, other materials
and supplies, and in-process and finished
products (Note B) . $48,708,000

Note B: Inventories—The inventories are valued at cost, deter-
mined by the last-in, first-out method except for approximately

$6,900,000 in 1969 and $5,990,000 in 1968, to which the first-in,
first-out, or moving average cost method has been applied. The re-
sulting valuations are less than market.

JOY MANUFACTURING COMPANY

Current Assets:
$72,859,000

Note 2:
1969 1968

Finished and semifinished machines and

Parts . ... $68,471,000  $65,547,000
Raw materials and supplies ........... 7,472,000 7,581,000
75,943,000 73,128,000

Less progress billings on contracts. . . .. 3,084,000 1,803,000
$72,859,000 $71,325,000

Inventories, except supplies, are priced at cost (determined princi-
pally on the last-in, first-out method), or market, whichever is
lower. Supplies are priced at current cost.

LIBBY, McNEILL & LIBBY
Current Assets:
Inventories (Note C)

Products ..... ... ... ... . ... .. ... $101,096,000
Supplies ... ... ... 29,104,000

Note C: Inventories—Approximately one-half of the product in-
ventories are valued at cost under the “last-in, first-out” (LIFO)
method and the remainder is valued at the lower of current cost
or market. Supplies are valued at current cost.

MIDWEST RUBBER RECLAIMING COMPANY
Current Assets:
Inventories, at lower of cost or market

(Note 2)—
Finished goods .. ......... . ... .... $1,447,388
Work in process . ......... ..... ... 110,329
Raw materials and manufacturing sup-
plies ... . ... .. 1,795,083
Maintenance supplies ....... ....... 323,737

Note 2: Change in Accounting Principles—Effective November 1,
1968 the company changed its method of inventory pricing from
weighted average cost to LIFO for all inventories, except mainte-
nance supplies and all inventories of its foreign subsidiary, the latter
approximating $191,000. This change had the effect of reducing
fiscal 1969 net income by approximately $85,000 ($.19 per share),
after income tax effect of $95,000.

Standard Cost

AMERICAN ENKA CORPORATION
Current Assets:
Inventories, at the lower of standard cost
(approximating average cost) or market:

Finished goods ... ... ...... ... ... $15,370,523
Work in process ......... 15,880,579
Raw materials ... ... .. . ... .. .. 12,985,101
General stores 5,150,394
$49,386,597
BURNDY CORPORATION
Current Assets:
Inventories—at the lower of standard cost
(which approximates average cost) or
market (Note 2) .............. .. $23,764,625

Note 2: Inventories—The inventories at the dates shown con-

sisted of:
1969 1968
Raw materials and purchased parts .... $10,579,144 $ 9,023,967
Work in process ....... ... ...... .. 3,372,755 2,785,198
Finished Goods ... ... ... .. .......... 9,812,726 9,735,687
$23,764,625  $21,544,852
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COLLINS RADIO COMPANY
Current Assets:

Inventories (Note 1) .. ... . .. .. .. .. $135,833,000

Note 1: Inventories—Inventories are stated at the lower of cost
or market, with cost being determined generally on either a current
standard or actual cost method. Inventories have been reduced by
progress payments of $15,121,000 in 1969 and $18,757,000 in 1968.

LIBBEY-OWENS-FORD COMPANY
Current Assets:
Inventories—Note B:

In-process and finished products .. . .. $ 72,565,498

Raw materials and manufacturing sup-
plies .. .. S 34,288,768
§106,854,266

Note B: Inventories—Inventories are stated at the lower of cost
or market. .Costs generally represent cumulative average cost for a
major portion of raw materials and manufacturing supplies. In-
process and finished products and the remainder of raw materials
are priced at standard cost, which is substantially equivalent to
current cost.

Retail Method

M. H. FISHMAN CO. INC.
Current Assets:
Merchandise inventories—At lower of cost

(retail method) or market $11,040,889

J.J. NEWBERRY CO.
Current Assets:
Merchandise on hand and in transit, at
lower of cost (principally retail method)
or market ... ... ... ... ... .. $81,435,899

SPARTANS INDUSTRIES, INC.
Current Assets:
Inventories (Note D)

. $219,525,260

. Note D: Inventories—Inventories at August 3, 1969 are summar-
ized by categories as follows:

Retail ............ .......... .. $169,251,614
Manufacturing:

Finished goods B, . $32,245,312

Work in process ... ... .. . ... .. 9,609,785

Raw materials . ... .. . ... .. .. 8,418,549 50,273,646

Total ................... .. $219,525,260

Inventories are stated at lower of cost or market, first-in, first-

out; retail inventories are computed by use of the retail inventory
method.

SUPERMARKETS GENERAL CORPORATION
Current Assets:
Inventories

Notes to Financial Statements

Inventories—
The inventories in the following categories have been
primarily valued at:
Supermarkets—retail less estimated markups at
various dates during the last three months of
the fiscal year adjusted to the end of the fiscal

$51,175,775

year on the basis of gross profit percentages ... $16,628,566
Department stores—on the retail method, substan-
tially stated on the last-in, first-out basis which is
lower than market. The inventories are approxi-
mately $2,000,000 lower than they would have
been had the LIFO basis not been followed . ... 18,996,768
Home improvement centers—lower of cost (first-
in, first-out) or market ... .... .. ... . .. 1,985,653
Supermarket, drug and home improvement distri-
bution centers—lower of cost (first-in, first-out
or average) or market ... ... ... .. ... .. ..., 13,564,788
$51,175,775

Accumulated or Production Cost

ACF INDUSTRIES, INCORPORATED
Current Assets:
Inventories—Note 2 . . ... ... ... . . . . $72,424,000

Note 2: Inventories—Inventories are stated at the lower of cost
or market, cost being determined on an average cost method ex-
cept for the cost of railroad cars in work in process and finished
goods which is based on actual production cost. The inventories at
December 31, 1969 and 1968 consist of:

1969 1968
Raw rqaterials and supplies .. ... .. . $27,887,000  $28,503,000
Wogk in process ................... 26,642,000 23,557,000
Finished goods .......... ... ... ... .. 17,895,000 15,763,000
$72,424,000 $67,823,000

BAYUK CIGARS INCORPORATED
Current Assets:
Inventories at lower of cost or market—
Note 1 ... ... .. . . .. ... ... ... .. $19,831,000

Note 1: Inventories comprise—
1969 1968
Manufactured.goods principally at aver-

age production cost ................ $ 4,024,000 $ 4,213,000
Raw materials, including those tobaccos
held for aging which will not be used
within one year, at average cost ... .. 14,679,000 21,041,000
Supplies, at first-in, first-out cost .. ... 1,128,000 1,214,000
$19,831,000  $26,468,000

NORTH AMERICAN ROCKWELL CORPORATION
Current Assets:

Inventories, less progress payments:
1969, $204,221,000

Notes to Financial Statements

Note 4: Inventories—Inventories are stated at the lower of cost
or market. The major portion of the inventories, before reduction
for progress payments wherein title to the related inventories vests
in the United States Government, represents accumulated costs
under fixed-price-type contracts and subcontracts in process (prin-
cipally United States Government) less credits for partial deliveries
and reductions to estimated realizable values where necessary.

. $492,488,000

STRU THERS WELLS CORPORATION
Current Assets:
Inventories

Notes to Financial Statements

Note 3: Inventories—Inventories are stated at the lower of cost
or market. Cost is primarily determined on the first-in, first-out
basis for raw materials and accumulated production costs for work
in process.

Inventories are summarized as follows:

... $6,548,280

1969 1968
Raw materials . ... ... .. . $1,136,663  $1,183,561
Work in process ................ 5,257,588 5,946,238
Finished products . ... ...... ..... .. 154,029 264,789
$6,548,280  $7,394,588

Replacement or Current Cost

INTERNATIONAL MINERALS & CHEMICAL
CORPORATION
Current Assets:
Inventories, at lower of current cost or
market—
Products (principally finished) .. . . . $74,746,200
Operating materials and supplies 9,853,026

$84,599,226
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SCOTT PAPER COMPANY
Current Assets:
Inventories, at lower of cost (principally latest

production or purchase cost) or market (Thousands
of dollars)

Finished products .. ... ... ..... .. .. $40,196
Work in process ... ................. 15,231
Pulp, logs and pulpwood ... . ......... 22,412
Other materials and supplies ..... ... . 29,836

UNIROYAL, INC.
Current Assets:
Inventories, at lower of cost or market:
Finished goods ... ... ... ... . .. . $248,671,000
Goods in process of manufacture . . 34,552,000
Raw materials and supplies . . . 94,276,000

Total Inventories .. ........ ... $377,499,000
Financial Notes

Inventories and Warranties—Inventories have been priced at the
lower of current cost or market, Expenses and adjustments result-
ing from warranties on products manufactured and sold are charged
to income as incurred.

Base Stock Method

EAGLE-PICHER INDUSTRIES, INC.
Current Assets:
Inventories

Notes to Consolidated Financial Statements

Inventories—Valuations are based on the lower of cost or market
with the exception of certain quantities of lead and zinc valued
under the base stock method at fixed prices which are lower than
cost or market,

$41,355,937

USE OF LIFO BY INDUSTRIAL GROUPS

Table 2-13 shows the extent of the use of the LIFO
method. Of the 153 companies using LIFO as a
method for determining the cost of inventories, eight
use LIFO for all inventories, 62 use LIFO for a major
portion of inventories (more than 50 percent), 55 use
LIFO for less than 50 percent of inventories, and 28
mention the use of LIFO but do not disclose the
amount of inventories involved. During 1969, six
companies abandoned the use of LIFO, one company

TABLE 2-13: USE OF LIFO INVENTORY METHOD

Number of Companies 1969 1968 1967

Applying lifo to all inventory classes . 8 10 9
Applying lifo to certain inventory

classes ... ... e ... 145 158 170
No mention of application of lifo .. 447 432 421

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

indicated a change to LIFO for a major portion of its
inventory, and one company extended the use of LIFO.

Table 2-14 shows the number and percentage of
companies using LIFO in each industrial classifica-
tion; 1968 numbers and percentages are shown for
comparison,

DETERMINATION OF "MARKET"

Market value was mentioned by 73 of the 600 sur-
vey companies in referring to inventory valuation.
Table 2-15 shows 88 references to market value by
the 73 companies. The following examples, taken from
the 1969 reports, illustrate the terms used to describe
or amplify the term market.

Market Based on Replacement Concept

BURLINGTON INDUSTRIES, INC.
Current Assets:
Inventories at the lower of cost (princi-
pally average cost) or market (replace-
ment value) :
Raw materials ... ... .. ... . . .. $ 69,579,000

Stock in process ... ..... .. .. .... 73,740,000
Produced goods . ..... ... .. ... .. 190,408,000
Supplies, dyes and chemicals . . . . .. 17,962,000

Total inventories = . .. .. ..... $351,689,000

GENERAL AMERICAN TRANSPORTATION
CORPORATION
Current Assets:
Inventories:
Contracts in process—at cost .. ... ... $37,994,692
Materials and supplies—at lower of cost
(generally first-in, first-out method)

or replacement market 10,864,629

$48,859,321

HOMASOTE COMPANY
Current Assets:
Inventories—Note 4 .. ... .. ......... .. . . $687,406

Note 4: Inventories—The inventories used in the determination
ofI the cost of sales in the statement of profit and loss were as
follows:

1969
Jan.1 Dec. 31
Finished goods and goods in process ....... $269,826  $491,405
Raw Materials . .......................... 124,637 112,977
Supplies . ... 75,673 83,024
$470.136 687,406

The inventory valuation of raw materials and supplies at cost
was determined by the “average cost” method. Finished goods and
goods in process of the Company were valued at the lower of esti-
mated or approximate average cost or market. In both cases, mar-
ket refers generally to replacement cost. Due consideration was
given obsolete items.
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TABLE 2-14: COMPANIES REFERRING TO LIFO, BY INDUSTRY

Industrial Classification*

Companies Using Lifo
1969 1968
Number Percent** Number Percent**

Food:
Meat products (459) ... ... ... 3 33% 4 40%
Dairy products ... ................ ... —_ — —_ —
Canning, etc. (116) .. ... .. ... . . . . ... 4 67 4 57
Packaged and bulk (34) ....... ... . . ... ... 3 18 4 24
Baking ... . ... ... — — — —
Sugar, confections, etc. (575, 596) . ... .. ... ... ... ... 5 62 4 44
Beverages (398) ... ... ... 4 50 4 50
Tobacco products (470) ... ... . ... ... 1 12 1 12
Textiles, apparel manufacturing, etc. (120, 587) ........ .. ... .. .. 9 30 10 34
Paper products, packaging (312, 551) ... ....... ... ... ... ... . .. 9 47 10 53
Printing, publishing . ... ... ... ... .. .. ... ... .. ... . ... ... .. — -—_ —_ —_
Chemicals (231) .. ... .. . . 3 10 5 16
Drugs, cosmetics, soaps, etc. (325) ... .. .. ... . ... ... .. 3 14 3 14
Petroleum (139, 382, 532) ... . . ... ... 15 62 15 60
Rubber products, etc. (379) .. ... . ... 2 18 — —
Shoes—manufacturing, merchandlsmg, etc. (307) . ... . ... .. 2 22 3 33
Building:
Cement (335) . .. ... 2 40 2 29
Roofing, wallboard (564) .. . .. . ... .. . .. ... ... . ... ..... 2 22 2 22
Heating, plumbing, air conditioning (174) . .. ... .. .. ... .... 2 33 2 33
Other (566) ... ... . . 3 18 5 28
Steel and iron (89, 305, 465) . .. .. .. .. ... ... 16 67 17 68
Metal—nonferrous (19, 480) . .. . . ... 8 89 8 89
Metal fabricating (485, 522) . . ... 5 36 8 53
Machinery, equipment and supplies (151, 321) . ... .. .. .. ... .. .. 8 22 9 25
Electrical equipment, appliances .......... . ... ... . ... ... .. .. — — — —
Electrical, electronic equipment (184, 512) . o 6 17 6 16
Business equipment and supplies (395) o 1 9 1 11
Containers (163) ... ... . . .. .. 3 37 3 37
Autos and trucks (including parts, accessorles) (111) ..... 3 14 5 21
Aircraft and equipment, aerospace .. .......... ... ..., — — 1 5
Railway equipment, shipbuilding, etc. ... ... ... .. ... .. .. — — 1 11
Controls, instruments, medical equipment, watches and clocks, etc. (276) 2 33 3 30
Merchandising:
Department stores (226, 352) ... ... ... ... ... 6 50 7 58
Mail order stores, variety stores .. ..... ... ... ... ... . ........ — — — —
Grocery stores (332) .. ... ... 3 14 3 17
Other ... . . . 1 — R —
Motion pictures, broadcasting ... ... . . ... ... ... . ... — — — —
Widely diversified, or not otherwise classified (58, 303, 535) . ... .. _19_ 22 18 25
Total ... .. . 153 25 168 28
*Numbers in parentheses refer to Company Appendix Section.
**Percent of total number of companies for each industrial classification included in the survey.
INTERCO INCORPORATED RAYBESTOS-MANHATTAN, INC.
Current Assets: Current Assets:
Inventories: Inventories at lower of cost or market
Finished products and other merchan- (Note B) . .. . ... .. o o . $29,189,826
dise ..o ) - $117,704,952 Note B: Inventories—Inventories are stated at the lower of cost
Raw materials and work in process 36,868,166 or replacement market value. Costs are determined, generally on
$154,573,118 the “average” method for raw materials and supplies, and ihe

Notes to Consolidated Financial Statements

Inventories—Approximately 90% of the inventories are priced at
the lower of cost (first-in, first-out) or replacement market. The
remainder of the inventories are priced at cost (last-in, first-out)
which is below replacement market.

“first-in, first-out” method for work in process and finished goods
inventories. The inventories comprise:

1969 1968
Raw materials and supplies . ... ..... $ 7,174274  $ 6,874,536
Work in process .................... 8,205,962 7,551,565
Finished goods 13,809,590 11,219,014

$29,189.826  $25,645,115
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TABLE 2-15: METHOD OF DETERMINING INVENTORY ''MARKET''

Methods: 1969 1968 1967
Market based on replacement concept 38 36 36
Market based on realization concept . 42 37 32
Hedging procedure . ... ... ... ....... .. 7 7 7
Other = ... .. . . ... ... . . ... .. 1 1 2

Total ... ... ... ... .. .. 88 81 77

Number of Companies

Indicating method of determining mar-

ket . .. .. 73 65 70
Not indicating method of determining
market .. ... ... . 505 510 477

No reference to market in inventory
pricing data . .. ..

Total

........ 600 600 600

Market Based on Realization Concept

DAN RIVER MILLS, INCORPORATED
Current Assets:
Inventories (Note 2):
Finished goods .. ... .. ... . . .. $ 52,635,000

Work in process . ........ ... ... ... 31,160,000
Raw materials ... .. . . ... 21,850,000
Supplies ... .. 3,485,000

Total mventorles $109,130,000

Note 2: Inventories—Inventories are stated at the lower of cost
(principally average cost) or market (net realizable value), except
that cotton content included in the Corporation’s inventory and
substantially all cotton content included in the inventory of Wood-
side Mills are stated on the basis of cost (last-in, first-out) which
is below replacement market.

W. R. GRACE AND CO.

Current Assets: (In thousands)

Inventories—See page 53 $347,938
Notes to Financial Statements

Page 53: Inventories— 1969 1968*

(in Thousands)

Raw and packaging materials .. ... .. ... . $ 88433 $ 97,
In process .. P 28,769 29,404
Finished products . . 164,072 155,165
General merchandise, mmerals ete. ... 39,712 36,647
Stores and supplies 26,952 27,491
$347,938  $345,819

Inventories are stated at the lower of cost or market. Market for
raw and packaging materials and stores and supplies is based on
replacement cost and for other inventory classifications on net
realizable value., Due to the diversified nature of the companies’
operations, several bases of determining costs are used, including
ﬁrst-m—ﬁrst-out average and identified cost.

*Restated for comparative purposes.

GRUMMAN CORPORATION
Current Assets:

Inventories, less progress payments (Note
$89,398,708

Note 2: Inventories at Dec. 31, 1969 consist of work in process,
$160,850,299, and raw materials, purchased parts and supplies, $76,-
548,765, "Tess progress payments, $148,000,356. Overhead expenses
are allocated to all projects and are clasmﬁed in the financial state-
ments as work in process or costs and expenses. Inventories are
carried at the lower of cost or realizable values on a total contract

basis or, in the case of Gulfstream aircraft, on a total program
basis. Accordingly, development costs and production costs in ex-
cess of revenues on the Gulfstream II program amounting to $13,-
075,000, before taxes, were charged against income in 1969, as
compared to $26,600,000 in 1968. Under the contractual arrange-
ments by which progress payments are received from the United
States Government, title to inventories identified with related con~
tracts is vested in the Government,

BEECH AIRCRAFT CORPORATION
Current Assets:

Inventories—Note C .. .. .......... ... $68,341,865

Note C: Inventories—Inventories at the balance sheet dates were
as follows:

1969 1968

Finished aircraft including demonstrators $ 7,471,625 $ 5,501,142

Work in process .................... 508 3713 53,572,887

Materials and parts . ......... ... . 18 199,425 18,195,596

76,514,763 77,269,625

Less progress payments .. ... .. 8,172,898 4,826,303

$68,341,865  $72,443,322

Finished aircraft, materials and parts were priced at the lower
of average cost or "market. Demonstrator aircraft were reduced for
anticipated reconditioning costs upon disposition.

The amounts for work in process were the total costs accumu-
lated under a job cost system, after deducting the estimated cost
of units delivered and, for certain projects, estimated amounts re-
quired to reduce the balance to market (based on current selling
prices). Engineering and tooling costs applicable to work in process
were included to the extent recoverable under related programs.

Amounts shown for inventories included items, title to which is
vested in the United States Government by reason of progress pay-
ment provisions of related contracts.

LING-TEMCO-VOUGHT, INC.
Current Assets:
Inventories—Note J

Products ... ... ... ... ... .. .. . $260,260,000
Fixed price contracts, etc. in process . 372,918,000
Materials, purchased parts and supplles 188,827,000
822,005,000

Less progress payments received 299,884,000
$522,121,000

Note J: Inventories—Products and materials inventories are gen-
erally valued at lower of average cost or market (net realizable
value) except for steel products, certain food products and copper
products which are valued at cost on the basis of “last-in, first-
out,” and certain meat products where costs are not ascertainable
which are valued at market, less allowance for selling and distri-
bution expenses.

Fixed price contracts in process generally comprise the cost of
labor, material, and manufacturing, administrative and general over-
head incurred on the contracts, less estimated cost of shipments
but not in excess of net realizable values.

Hedging Procedure

NEBRASKA CONSOLIDATED MILLS CO.
Current Assets:
Inventories (Note 3) . ...... ... ... .. .. $22,5 11,494

Note 3: Inventories—

1969 1968

Wheat and flour . ....... ... .. ... ... .. $ 7,724,047 $ 6,303,203

Mixed feed, ingredients and coarse grain 7,452,252 3,516,829

Containers, etc. .................... ,502,854 1,579,727
Livestock, poultry and related inven-

tories . ... ... ... 4,652,339 5,079,832

21,331,852 16,479,591

Advance on commodity purchases . ... 1,179,642 1,240,189

$22,511,494  $17,719.,780

Wheat and flour inventories are generally hedged to the extent
practicable and are stated at market including adjustment to market
of open contracts for purchases and sales. Inventories not hedged
are priced at the lower of average cost or market.
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In Chapter 6 of Accounting Research Bulletin 43,
the committee on accounting procedure of the Ameri-
can Institute of Certified Public Accountants considers
“problems which arise in the accounting treatment of
two types of reserves whose misuse may be the means
of either arbitrarily reducing income or shifting income
from one period to another:”

(a) General contingency reserves whose purposes
are not specific;

(b) Reserves designed to set aside a part of cur-
rent profits to absorb losses feared or expected in
connection with inventories on hand or future pur-
chases of inventory.

2. Charges to provide, either directly or by use
of a reserve, for losses due to obsolescence or dete-
rioration of inventory or for reducing an inventory
to market, or for reducing an inventory to a recog-
nized basis such as last-in first-out or its equivalent
in accordance with an announced change in policy
to be consistently followed thereafter, are not under
consideration here.

3. If a provision for a reserve, made against
income, is not properly chargeable to current rev-
enues, net income for the period is understated by
the amount of the provision. If a reserve so created
is used to relieve the income of subsequent periods
of charges that would otherwise be made against
it, the income of such subsequent periods is thereby
overstated. By use of the reserve in this manner,
profit for a given period may be significantly in-
creased or decreased by mere whim. As a result of
this practice the integrity of financial statements is
impaired, and the statements tend to be misleading.

Table 2-16 indicates the number and types of in-
ventory reserves shown by the survey companies.

In its Opinion No. 12, issued in December 1967,
the Accounting Principles Board of the American In-
stitute of Certified Public Accountants states:

Classification and Disclosure of Allowances

2. Although it is generally accepted that accu-

Section 2: Balance Sheet

mulated allowances for depreciation and depletion
and asset valuation allowances for losses such as
those on receivables and investments should be de-
ducted from the assets to which they relate, there
are instances in which these allowances are shown
among liabilities or elsewhere on the credit side of
the balance sheet.

3. It is the Board’s opinion that such allowances
should be deducted from the assets or groups of
assets to which the allowances relate, with appropri-
ate disclosure.

None of the survey companies showed an allowance
or reserve for inventories in the liabilities section of
the balance sheet. One company showed a reserve for
possible future price declines as an appropriation of
retained earnings.

Reduction to LIFO Cost
BELDEN CORPORATION

Current Assets:
Inventories, at lower of cost or market:

Finished goods .. .. . .. ... . $12,392,734
Work in progress .. ... .. .......... . 5,078,549
Raw materials . ... . ... .. ... .. . . .. 5,102,616

Notes to Consolidated Financial Statements

Note 2: Inventories—Inventories are priced on the basis of cost
(average or first-in, first-out) or market, whichever is lower. Cop-
per rod and copper content of products manufactured from copper
are priced at cost under the last-in, first-out method adopted in
1939. Amounts applied to reduce inventories under the LIFO
method were $2,824,813 at December 31, 1969, and $1,580,559 at
December 31, 1968.

CRANE CO.
Current Assets:

Inventories, less LIFO reserve of $31,-
274,298 ($22,373,877 in 1968), at
lower of cost or market:

Finished goods
Work in process . .
Raw materials and supplies . .

$ 66,675,813
45,717,560
18,932,464

$131,325,837

Base Stock Adjustment

NATIONAL LEAD COMPANY
Current Assets:
Inventories (Note 3)

$176,130,000

Note 3: Inventories—Inventories are valued at the lower of cost
(principally average cost) or market, Certain metal inventories are

TABLE 2-16: INVENTORY RESERVES

Balance Sheet Presentation 1969 1968 1967 1965 1960 1955
Reduction to lifo cost ... ... ... .. ... .. ... ... .. 5 8 8 6 3 8
Base stock adjustment . .. ... ... ... ... .. ... .. 1 2 2 3 4 4
Obsolescence . ... . . ... 1 1 3 6 12 12
Possible future price declines or losses . ... ... . .. . 3 2 2 2 8 14
Other .. .. . ... ... ... L 1 — 1 3 12 19
Purpose not stated . ..... .. ... ... .. 3 3 2 1 35 16
14 16 18 21 44 73

No reference to inventory reserves . .. 586 584 582 579 556 527
Total .. .. .. .. .. ... ... 600 600 600 600 600 600

|
||
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valued psing the last-in, first-out method, which results in such
inventories being stated at less than current replacement cost at
December 31, 1969, The valuation of a portion of these same in-
ventories is further reduced by the use of the base stock method.

TABLE 2-17: UNBILLED COSTS

Pursuant to such method, an inventory reserve (amounting to $10,- Balance Sheet Presentation 1969 1968
572,0QQ in 1969 and $12,272,000 in 1968) is maintained based on .
quantities deemed normal at related fixed prices. Due to changes Shown as separate caption ............ ... 30 33
lfn t(_)pelratmg tcolndlﬁnorp, and as part of its prog}rlam to molre ef- Included in inventories .. . ............ . .. 22 22
ectively control the investment in inventories, the previously es- : H
tablished normal quantities were reduced during 1969 resulting in Included with reqelyaples """"""""" 13 9
an increase in net income of $2,267,000. During 1969, net income Deducted from liability for funds advanced. . 8 8
was reduced by $1,750,000 under the last-in, first-out method. Total presentations . ... ...... 73 72
Number of Companies
Obsolescence - - P
Reporting unbilled costs .. ....... .. ... . .. 63 64
INGERSOLL-RAND COMPANY Not reporting such costs .......... ... . .. 537 536
Current Assets: Total . .. ... .. ... ... ... .. 600 600
Inventories ........... ... . .. ... ..., $286,640,000 = ==
Notes to Financial Statements
Note 3: Inventories—Inventories are valued at the lower of cost
less allowances for obsolescence, principally on the first-in, first- NORTHROP CORPORATION
out basis, or market and include: Current Assets:
R orials and i s 27~199:29000 s 241——32658000 Unreimbursed costs and fees under cost-
aw materials and supplies ....... .. 202, 383, plus-fee contracts, less allowances (1969
Work in process ... ... ... .. .. .. ... 82,742,000 71,378,000 . p
Finished goods .......... ... ... .. 175,936,000 157,622,000 —$1,528,818; 1968—$1,983,889) for
$286.640.000 §253.385.000 adjustments .. .. ... ... ... $17,950,603

UNBILLED COSTS

Certain companies, particularly those furnishing
goods and services to governments and others under
long-term contracts, incur costs which will be charge-
able to customers but which are frequently not in the
form of tangible assets. Such assets, less related ad-
vances on account or progress payments, are some-
times included with receivables (or if the advances
exceed incurred costs, with current liabilities), but
more frequently are shown separately or included with
inventories. Table 2-17 shows the number of such
presentations for the 600 survey companies in 1969.
In addition there were 23 companies which did not
show unbilled costs, but which deducted progress pay-
ments received from inventories. Examples of presen-
tations of unbilled costs are shown below.

Unbilled Costs Shown Separately

DOYLE DANE BERNBACH INC.
Current Assets:

Expenditures billable to clients . $5,351,406

GIANT FOOD INC.
Current Assets:
Reimbursable property costs — construction
and leaseback agreements .. .. .. ... .. $845,741

GYRODYNE COMPANY OF AMERICA, INC.
Current Assets:
Unbilled Costs, Fees and Estimated Profit
Less: Progress Payments Received (1969
—$152,000; 1968—$666,274)

...... $2,386,870

THE RUCKER COMPANY
Current Assets:
Costs and estimated earnings in excess of
billings on uncompleted contracts (Note
3) $3,091,277

Note 3: Method of Accounting for Income from Contracts—
The Company generally follows the practice of recording income
from contracts on the percentage-of-completion method of ac-
counting. Under this method, income is determined by applying the
percentage-of-completion of contracts in each year to the esti-
mated final income, except that projected losses are provided for
in their entirety without reference to the percentage-of-completion.
As contracts extend over one or more years, revisions in cost and
profit estimates during the course of the work are reflected in the
accounting period in which the facts which require the revision
become known.

Unbilled Costs Included in Inventories

PULLMAN INCORPORATED
Current Assets:
Inventories, at lower of cost (principally
first-in, first-out method) or market—
Finished goods . ... ... ... ... ... $ 13,680,000
Costs accumulated on uncompleted

contracts and work in process . . . 61,635,000
Raw materials, service parts and op-
erating supplies ........ ... .. 25,561,000
Total inventories .. ..... ... . $100,876,000
MARTIN MARIETTA CORPORATION
Current Assets:
Inventories .......... ... ... . . ... $157,957,883

Financial Review:

Working Capital (in part): Inventories of $157,958,000 included
costs on contracts in progress in the amount of $64,818,000 and
were net of progress payments of $56,397,000 on contracts under
which title with respect to related inventories of approximately
$98,975,000 had passed to the United States Government. Fixed-
price type contracts are carried in inventories on the basis of ac-
cumulated costs, less costs applicable to deliveries, but not iIn
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excess of realizable value; and inventories include unbilled costs
on cost-type contracts.

Inventories of work in process and finished products in the
amount of $65,054,000 and other inventories of materials, ex-
pendable parts, and supplies are stated at the lower of cost or
market on a first-in, first-out basis.

Unbilled Costs Included with Receivables

BOISE CASCADE CORPORATION
Current Assets:

(000)
Receivables and unbilled charges, less re-
serve of $2,472,000 in 1969 and $3,015,-
000 in 1968 . ... . . ... .. ... $228,433
CONTROL DATA CORPORATION
Current Assets:
Receivables:
Trade accounts less allowance of $1,-
637,435 in 1969 and $1,542,966 in
1968 .. ... ... ... ... ... $114,689,751
Unbilled receivables and accrued costs
and estimated earnings on contracts
in process . ... ... ... ... . .. .. 13,113,413
Current portion of long-term contracts
receivable . 17,949,230
Other . ..... ... ... .. . 10,867,460

Total receivables . $156,619,854

STANRAY CORPORATION
Current Assets:
Accounts receivable—
Trade accounts, less allowance for doubt-
ful accounts of $303,400 in 1969, and
$197,200 in 1968 . ... ... .. ... .. $12,853,593
Unbilled revenues on construction con-
tracts (Note 3) . 2,923,306
$15,776,899

Note 3: Accounting for Construction Contracts—The Company
records sales and related profits on construction contracts in proc-
ess at certain subsidiaries on the percentage-of-completion basis.
Any estimated losses on contracts in process are recognized in ad-
vance of completion to the extent determinable.

Unbilled revenues represent sales recorded as described above for
which billings have not been issued under the terms of the contracts.

Excess of Billings over Costs Incurred Shown as a
Current Liability

ALPHA PORTLAND CEMENT COMPANY
Current Liabilities:
Billings in excess of costs and estimated

earnings on uncompleted contracts $1,392,382

CHICAGO BRIDGE & IRON COMPANY
Current Liabilities:
Contracts in progress with progress billings
exceeding related accumulated costs of
$155,984,584 in 1969 and $122,136,-

139 in 1968 . $44,008,091
J. RAY McDERMOTT & CO., INC.
Current Liabilities:
Billings on uncompleted contracts (in ex-
cess of related costs, 1969, $19,198,716;
1968, $20,491,481) .. ... ... .. .. $5,137,971

McDONNELL DOUGLAS CORPORATION
Current Liabilities:
Progress payments received from custom-
ers in excess of expenditures on con
tracts L . $110,100,313

PREPAID EXPENSES

The committee on accounting procedure of the
American Institute of Certified Public Accountants in
Accounting Research Bulletin 43 (Chapter 3, Section
A) states among other things that:

4. For accounting purposes, the term current as-
sets 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 . . . (g) prepaid expenses such as
insurance, interest, rents, taxes, unused royalties,
current paid advertising service not yet received, and
operating supplies. . . .

6. This concept of the nature of current assets
contemplates the exclusion from that classification
of such resources as . . . (g) long-term prepayments
which are fairly chargeable to the operations of sev-
eral years, or deferred charges such as unamortized
debt discount and expense, bonus payments under a

TABLE 2-18: PREPAID EXPENSES AND OTHER CURRENT ASSETS

Balance Sheet Caption* 1969 1968
A: Prepaid expenses .. ........... .. .. 315 314
B: Prepaid expenses and other current assets 46 53
C: Taxes paid in advance .. ..... .. R 36 38
D: Unexpired insurance ................ 23 18
E: Prepaid expenses and taxes paid in ad-
vance ..., 16 17
F: Supplies and prepaid expenses .. ... 13 13
G: Expenses applicable to future periods. . 7 10
Other captions indicating prepaid ex-
penses ... ... ... ... ..., . 45 35
Other current assets—not identified ... 26 30
Total ... . . ... ... ... ... .. 527 528

Number of Companies

Presenting prepaid expenses and/or other cur-

rent assets .. .......... ... ... ..., ... 467 468
Not presenting prepaid expenses and/or other

current assets .. ... ... ... .. 133 132

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

*Refer to Company Appendix Section—A: 321, 330, 504, 588, 591,
639; B: 20, 30, 69, 560, 627, 633; C: 92, 105, 111, 518, 582, 600;
D: 64, 76, 658; E: 115, 138, 521; F: 1, 68, 140; G: 116, 207.
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long-term lease, costs of rearrangement of factory
layout or removal to a new location, and certain
types of research and development costs.

Of the 600 survey companies, 443 presented pre-
paid items in their 1969 balance sheets, and 24
additional companies presented a caption for “other
current assets.” Table 2-18 summarizes the various
captions used. Examples illustrating the various types
of prepaid items and their presentation in the balance
sheets follow.

AMERICAN MOTORS CORPORATION
Current Assets:
Prepaid insurance, taxes, and other expenses $3,384,753

BRIGGS & STRATTON CORPORATION
Current Assets:

Unexpired Insurance Premiums, etc. $89,873
DRAVO CORPORATION
Current Assets:
Prepaid expenses and deferred charges . $682,798
FORD MOTOR COMPANY o
Current Assets: (gfl :}gﬁ;‘;’;;
Prepaid expenses and other current assets . $71.6
GIANT FOOD INC.

Current Assets:
Prepaid rent, taxes, etc. $875,827
MARSHALL FIELD & COMPANY

Current Assets:
Prepaid insurance, supply inventories, etc. $1,671,295

METRO-GOLDWYN-MAYER INC.
Current Assets:
(in thousands)

Prepayments $2,299

RICHFORD INDUSTRIES, INC.
Current Assets:

Prepaid expenses and sundry receivables . $266,646

SEARS, ROEBUCK AND CO.
Current Assets:

Prepaid advertising and other charges $53,587,194

SIGNODE CORPORATION
Current Assets:

Expenses applicable to future operations - $711,000

SPERRY RAND CORPORATION
Current Assets:

Prepaid income taxes . .

Other prepaid expenses

. $24,200,000
11,633,791

SUNDSTRAND CORPORATION
Current Assets:

Prepaid expenses and deposits = . $3,754,000
UNION CARBIDE CORPORATION

Current Assets: (Thousands

of Dollars)

Prepaid Expenses . .. . . .. $39,886
F. W. WOOLWORTH CO.

Current Assets:
Operating supplies and prepaid expenses . $8,024,941

OTHER CAPTIONS IN CURRENT ASSETS

In addition to the usual captions of cash, marketable
securities, receivables, inventories and prepaid ex-
penses, 70 of the 600 survey companies presented
other captions in the current asset section of the bal-
ance sheet. Such captions are summarized in Table
2-19 and, except for deferred income taxes, are illus-
trated by examples which follow. (Examples of de-
ferred income taxes are presented in connection with
Table 3-18.)

Advances and/or Deposits

AMERICAN MAIZE-PRODUCTS COMPANY
Current Assets:
Advances to tobacco growers and proces-
sors, less allowance:

1969, $126,000 . $2,671,578
DRAVO CORPORATION
Current Assets:
Advances to joint ventures $8,144,695

PERFECT FILM & CHEMICAL CORPORATION
Current Assets:

Advances for commissions and royalties $1,537,567
THE PILLSBURY COMPANY

Current Assets:
Advances on purchases ... ... ... .. . $7,371,519

TABLE 2-19: OTHER CAPTIONS IN CURRENT ASSETS

Balance Sheet Presentation 1969
Deferred income tax . ..... ... ... ... . ... ... . 41
Advances and/or deposits ... ... .. e .. 18
Property held for resale ... . . . . 4
Other captions ... . . . o 9

Total ... . ... ... 78
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CENTRAL SOYA COMPANY, INC.
Current Assets:
Margin deposits on commodity future con-
tracts ... $3,022,206

SEABOARD ALLIED MILLING CORPORATION
Current Assets:

Margin deposits and advances on grain pur-

chases ...... ... . ... . ... ... . . $1,091,891
Property Held For Resale
ACME MARKETS, INC.
Current Assets:
Store properties covered by investors’ com-
mitments to purchase .. ... . .. ... $1,787,935

COLONIAL STORES INCORPORATED
Current Assets:
Cost of properties under construction (to be
sold under lease-back arrangements) . $822,343

Other

DEL MONTE CORPORATION
Current Assets:
Expenditures on growing crops (Note C) . $18,111,000

Note C: Accounting for Growing Crops—During the year ended
May 31, 1969 the Corporation changed its method of accounting
for development costs on perennial crops. Under the revised meth-
od, development costs are now written off over the productive life
of the crop rather than in the year incurred. The effect of this
change was to increase earnings for the year by $1,098,000 or $.09
per share.

LESLIE SALT CO.
Current Assets:
Current portion of net assets of discontinued
operations (Note 1) ... ... .. .. . . .. $2,806,000

Note I Financial Statements—The consolidated financial state-
ments include the Company and its three wholly-owned domestic
subsidiaries.

The Company’s net equity in 1969 earnings and net assets of a
50%-owned domestic company and a 50%-owned foreign company
(which began operations in early 1969) are included in the con-
solidated financial statements net of estimated Federal income taxes
which would be payable upon distribution. Retained earnings at
December 31, 1969, includes $437,000 of undistributed earnings of
the domestic affiliate and $46,000 of undistributed earnings of the
foreign affiliate, Dividends of $50,000 were received from the affi-
liates during the year ended December 31, 1969,

In January 1970, the Company, pursuant to an agreement en-
tered into in 1969, sold the net assets of the Spice Islands opera-
tion for $3,456,000 in cash and $600,000 in notes receivable bearing
interest at nine percent due 1974 to 1977. The agreement provides
that, at the buyer’s option, the Company will repurchase on July
31, 1970, uncollected accounts receivable which arose prior to the
sale. The gain (approximately $700,000 before related income
taxes) will be included in income in 1970. A portion of the net
assets sold have been reported as current assets at December 31,
1969, based on the ratio of proceeds to be received in 1970 to
total proceeds. The Company also disposed of the assets and opera-
tions of San Francisco Fish Farms, Inc., in 1969. The net sales of
the discontinued operations were $5,973,000 and $6,187,000 in
1969 and 1968, respectively. The 1968 amounts related to the dis-
continued operations have been reclassified in the accompanying
statement of consolidated income and retained earnings to conform
with the 1969 presentation.

MERCK & CO., INC.
Current Assets:
Current assets of foreign subsidiaries and
branches .. ....... .. ... ..... . .... $134,801,132

XEROX CORPORATION
Current Assets:

Accrued rentals . ... ... ... ... .. .. ... $80,546,000

PROPERTY, PLANT, AND EQUIPMENT

BASIS OF VALUATION

In 1965, the Accounting Principles Board of the
American Institute of Certified Public Accountants is-
sued Opinion No. 6, in which certain bulletins by the
predecessor committee on accounting procedures were
revised, including the following:

ARB 43, Chapter 9B—Depreciation on Appreciation

17. Paragraphs 1 and 2 are deleted and the fol-
lowing paragraph is substituted for them:

I. The Board is of the opinion that property, plant
and equipment should not be written up by an
entity to reflect appraisal, market or current
values which are above cost to the entity. This
statement is not intended to change accounting
practices followed in connection with quasi-reor-
ganizations or reorganizations. This statement
may not apply to foreign operations under un-
usual conditions such as serious inflation or cur-
rency devaluation. However, when the accounts
of a company with foreign operations are trans-
lated into United States currency for consolida-
tion, such write ups normally are eliminated.
Whenever appreciation has been recorded on the
books, income should be charged with deprecia-
tion computed on the written up amounts.

TABLE 2-20: VALUATION OF PROPERTY, PLANT AND EQUIPMENT

Basis of Valuation 1969 1968 1965 1960

Cost ........... ... ... ... 563 554 545 519
Substantially at cost . .. ... .. 11 15 18 N/C
Other ... ... ... . . . ... 4 S 15 43

Number of Companies

Disclosing valuation basis == . 578 574 578 562
Not disclosing basis .. ... . .. . 22 26 22 38

Total 600 600 600 600

N/C—Not compiled.
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As indicated in Table 2-20, 578 companies disclosed
in their 1969 annual reports the valuation basis of
property, plant and equipment. Only 15 of these com-
panies disclosed bases other than cost.

Yaluation at Cost

THE BRISTOL BRASS CORPORATION
Property, Plant and Equipment—on the
basis of cost—

Land . ... . ... ... ... o8 171,772
Buildings . ... ... ... ... ... .. .. 2,013,660
Equipment ... .. .. ... . ... .. . .. 11,384,658
Construction and equipment installa-
tions in progress (estimated addi-
tional cost to complete: 1969 —
$90,000; 1968—$266,000) 62,687
Allowances for depreciation (deductlon) (4,878,434)

$ 8,754,343

THE COCA-COLA COMPANY
Property, Plant and Equipment:

At cost:
Land and improvements . ... .... $ 48,698,160
Buildings .. .. .. ... . ... ... .. 162,397,526
Machinery and equipment . . . . . . 345,332,860
Containers ... .. ............ . ‘ 70,881,668
627,310,214
Less allowance for depreciation . . 230,627,335

$396,682,879

GERBER PRODUCTS COMPANY
Land, Buildings, and Equipment—on the
basis of cost

Land ... . .. ... . .. . ... $ 1,147,799
Buildings .. ... .. ... .. ... .. 28,387,757
Machinery and equipment ... ... . .. . 35,725,814
Allowances for depreciation (deduct) (29,460,820)

Total Land, Buildings, and Equip-
ment ... . ... ... . - $35,800,550

THE HOBART MANUFACTURING COMPANY
Property, Plant, and Equ1pment——at cost:

Land .. ... .. ... ..., $ 1,683,239

Buildings .. ... ... ... ... 18,062,840

Machinery and equxpmvnt 28,014,482

Total ... ... ... . ... ... ... .. .. 47,760,561

Less accumulated depreciation . 21,138,811
Property, plant, and eqmpment—

net .. .. $26,621,750

THE MAYTAG COMFPANY
Property, Plant and Equipment—on the basis
of cost

Land .. ... o - $ 794,240
Buildings and 1mprovements 26,110,053
Machinery and equipment 47,455,617
74,359,910
Less allowances for depreciation 42,793,351
$31,566.559

Substantially at Cost

DEL MONTE CORPORATION
Plant and Equipment, net (details on page

15) $159,481,000
Details of Items in Accounts (Page 15)

Plant and Equipment (at approximate cost):
Land, other than ranch land .................. .. $ 17,153,000

Buxldmgs ..................................... 77,349,000
Machinery and equipment ...................... 180,590,000
Ranch land, improvements and equipment ........ 30,140,000
305,232,000

Less—Accumulated depreciation .. ...... ... ... . 145751,000
$159,481,000

THE GILLETTE COMPANY
Property, Plant and Equipment, substantially at

. Th d

cost (Note 8): (0 L ]ggﬁzrrls)s
Land .. ... .. . ... $ 7,622
Buildings .. ......... .. ... .. AU 75,525
Machinery and equipment . ... .. ... 121,924
205,071

Less accumulated depreciation . ... .. . 65,135
Net Property, Plant and Equipment. . $139,936

Note 8: Depreciation—Depreciation is computed primarily on
the straight-line basis over the estimated useful lives of the assets
and amounted to $13,000,000 for the year 1969.

THE KENDALL COMPANY
Fixed Assets (Note C):
Land and land improvements . . .. . . . . $ 4,670,000

Buildings and building equipment .. . 31,346,000
Machinery and equipment ... . . 88,578,000
Construction in progress . ....... ..... 2,250,000
126,844,000
Less—Depreciation .. ..... .. 59,245,000
67,599,000

Funds held by trustee for construction
project ... ... ... ... .. 314,000

$ 67,913,000

Note C: Fixed Assets—The fixed assets are carried substantially
at cost less depreciation provided and charged to earnings. Depre-
ciation has been provided for in the accounts on the straight-line
method at rates based on reasonable estimates of useful lives. The
accompanying statement of earnings includes charges for deprecia-
tion of fixed assets of $6,390,000 in 1969 and $5,643,000 in 1968.

HAT CORPORATION OF AMERICA

Fixed Assets—Notes A, C and D:
Land, buildings, machinery and equipment $12,271,000
Less: Reserves for depreciation 5,350,000

Net Fixed Assets ......... ... .. $6,921,000

Note A: During the year, the Company purchased the net assets
and busmess of Cable Raincoat Company and affiliates (“Cable’)
and in separate transactions the net assets of two other companies.
The aggregate excess of purchase prlces over the net assets acquired
at the respective dates of acquisitions amounted to $1,570,000, of
which $1,217,000 was allocated to Fixed Assets and $353 000 to
Trade Names and Other Intanglbles Two of the aforemennoned
purchase agreements contain provisions for future contingent pay-
ments in cash (maxxmum of $3,250,000) based upon certain spe-
cified levels of net income and/or net sales of the acquired busi-
nesses. In the event that any future contingent payments are re-
quired to be made, the amounts thereof will be charged to Trade
Names and Other Intangibles.

Note C: Fixed assets are stated substantially at cost and ure
summarized as follows:
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Annual Rates of

1969 1968 Depreciation
Land ... .. ... .. ... $ 433,000 $ 296,000
Buildings .. ... ...... 4,638,000 2,334,000 2%-25%
Machinery, furniture,
fixtures and
equipment ... .. 7,200,000 6,282,000 7%-33-1/3%
$12,271,000  $8,912,000

Depreciation is provided for principally by the straight-line
method.

Fixed assets with a net book amount of $533,000 are pledged as
collateral under mortgages payable—see Note D.
Note D (in part): Long Term Debt—
2%-6% real estate mortgages of subsidiaries (payable in
installments to February 1987) ... ... .. .. ... .. ... .. $420,000

UNITED MERCHANTS AND
MANUFACTURERS, INC.
Property, Plant and Equipment, less re-
serves for depreciation and amortization
of $87,733,428 (Note D) ...... . ... $111,059,590

Note D: Property, Plant and Equipment—Property, plant and
equipment, stated principally at cost, consist of the following:
Land ... ... .. ... $ 3,040,222
Buildings ($41,772,234), machinery and equipment

($142,073,841) and leasehold improvements ($6,-

824,601), less reserves for depreciation and amor- "

tization of $87,733,428 ... . ... .. ... ... ... . . ... 102,937,248
Buildings, machinery and equipment under construc-

tion

5,082,120
$111,059,590

Depreciation and amortization charged to operations amounted
to $10,566,769, and was computed generally on the straight-line
method.

Other Valuation Bases

POTLATCH FORESTS, INC.
1969 1968
Land, other than timber-
lands ............ .. .. $ 5,228,790
Buildings and equipment,
at cost, less accumulated
depreciation ($130,195,-
614 in 1969; $119,947,-

$ 4,862,428

725 in 1968) (Note 3) . 154,006,834 144,092,133
Timber, timberlands, and

related logging facilities,

net (Note 4) .. ... .. .. 43,183,102 43,666,099

Note 3: Depreciable Assets—Buildings, machinery, etc., are sum-
marized as follows:
1969 1968

Lumber, plywood, and other wood

products facilities ........ . .. ... . $ 63,740,686 $ 61,583,569

Pulp, paper, and paperboard facilities 136,488,277 132,250,220
Paper and paperboard converting fa-

cilities ............. ... ... . ..... 45,643,992 42,520,733
Other  properties, including logging

equipment and railroad facilities. . . 18,755,725 18,508,221

264,628,680 254,862,743

Construction in progress 19,573,768 9,177,115

$284,202,448  $264,039,858

Assets in _the foregoing summary are depreciated for financial
purposes primarily on the straight-line method over the estimated
useful lives of the assets.

Authorized but unexpended appropriations for property addi-

tions and improvements amounted to approximately $12,453,000 at
December 31, 1969.

Note 4: Timber, Timberlands, and Related Logging Facilities—
Timber, timberlands and related logging facilities, as shown below,

are stated at March 1, 1913, values, plus additions, at cost, less
accumulated depletion and amortization.

1969 1968
Timber and timberlands ......... ... . $40,262,109  $40,559,177
Related logging facilities ....... . .. . . 2,920,993 3,106,922
$43,183,102  $43,666,099

With respect to timber, it is the policy to record depletion on
the basis of estimated volume recoverable. Amortization of the
related facilities (roads, bridges, landings, etc.) is based upon esti-
mated recoverable timber made accessible by the facilities. Deple-
tion and amortization charged to income in 1969 amounted to
$2,303,712  ($2,274,196 in 1968) and $2,172,873 ($1,705,168 in
1968), respectively.

PHELPS DODGE CORPORATION
Property, plant and equipment—net (Note
By ... ... e $413,024,071
Note B: Property, Plant and Equipment. Property, plant and
equipment consists of:
Allowances for

depreciation,
Asset depletion and
value amortization Net
December 31, 1969
Buildings, machin-
ery and equip-
ment at cost:
At mines, refiner-
ies, etc. ..... $386,702,157 $168,878,496 $217,823,661
At manufacturing
plants .. ... .. 191,078,031 63,892,444 127,185,587
o . 577,780,188 232,770,940 345,009,248
Mining properties . . 187,322,318 155,949,874 31,372,444
Pre-operating mine
development 21,349,038 103,828 21,245,210
Lands, etc. at cost
orless ......... 15,397,169 — 15,397,169
Total . $801,848,713  $388,824,642  $413,024,071
December 31, 1968
Buildings, machin-
ery and equip-

ment at cost:
At mines, refiner-

ies, etc. ..... $323,283,272 $159,905,711 . $163,377,561
At manufacturing
plants ... . . 160,603,780 55,779,425 104,824,355
483,887,052 215,685,136 268,201,916
Mining properties . 187,322,318 155,249,045 32,073,273
Pre-operating mine
development* 11,918,213 — 11,918,213
Lands, etc. at cost
or less ... .. .. 12,320,658 — 12,320,658
Total ... .. ... $695,448,241  $370,934,181  $324,514,060

*Reclassified from Deferred Charges.

The principal depreciation methods used are the “unit of produc-
tion” basis for mining operations and, for other operations, the
straight-line method generally based on guideline lives established
by the Internal Revenue Service.

Mining properties are carried at book va!ues, the principal por-
tion of which is based on engineers’ valuations prior to 1932 and
the balance of which is carried at cost or at nominal amounts.

The deduction for depletion of metal mines has been computed
on the basis of an overall unit rate applied to the pounds of
copper sold from mine production., The Corporation makes no
representation that the deduction represents the depletion actually
sustained or the decline, if any, in mine values attributable to the
year's operations (which amounts are not susceptible of determina-
tion), or that it represents anything other than a general provision
for the amortization of the remaining book value of mines. De-
pletion used in estimating income taxes has been computed on a
statutory basis and differs from the amount shown in these ac-
counts.
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DISCLOSURE

In December 1967, the Accounting Principles Board
of the American Institute of Certified Public Account-
ants issued its Opinion No. 12—Omnibus Opinion—
1967, which states (for financial periods beginning in
1968 and thereafter):

5. Because of the significant effects on financial
position and results of operations of the depreciation
method or methods used, the following disclosures
should be made in the financial statements or in
notes thereto:

b Balances of major classes of depreciable assets,
by nature or function, at the balance-sheet date,

c. Accumulated depreciation, either by major classes
of depreciable assets or in total, at the balance-
sheet date.

Table 2-21 shows that 393 companies presented
land as a separate caption and that 67 companies
presented, in addition to a caption containing the word
land, a caption for timbzrlands or other specific types

~ of land.

Table 2-22 shows that 542 companies presented
details of their depreciable assets. Of these compa-
nies, 502 presented details by type of property. The
average number of detail captions used per company
was 3.

TABLE 2-21: LAND

Number of Companies Showing:* 1969 1968 1967

A: Land == . 393 388 415
B: Land and land 1mprovements 64 68 N/C
C: Land and buildings S 42 38 44
D: Land and/or specific type of land
and/or rights A 20 N/C N/C
E: Other, or no land indicated 24 35 N/C
543 529 459
F: Included in breakdown by line of
business ... .. ... S 34 36 23
No breakdown of property . .. 23 35 118
Total . . 600 600 600
G: Timberlands, mineral lands, etc.. . __6__7 70 N/C

N/C—Not compiled.

*Refer to Company Appendix Section—A: 1, 11, 42, 131; B: 27,
96, 168, 338; C: 17, 99, 173, 314; D: 19, 41 122 429 539 E:
416, 672; F: 20, 21, 319, 455, 620; G: 26, 52, 163, 246 551,

TABLE 2-22: DEPRECIABLE PROPERTY

Captions Presented* 1969 1968
A: Buildings ....... ... . ... .. ... .. 283 277
B: Buildings and improvements ....... 113 104

Buildings combined with land or equip-
ment ... ... 72 62
C: Buildings—other captions .......... 39 40
Subtotal . ... .. .. ... ... 507 483
D: Machinery and/or equipment ...... 416 421

E: Machinery and/or equipment com-
bined with other ... .. ... ... .. 91 N/C

F: Machinery or equipment for rental or
lease ... .. ... .. ... ... ... 25 N/C
G: Construction in progress .......... 184 177
H: Leasehold improvements ........... 81 104
I: Furniture (furniture and fixtures, etc.) 66 90
J:  Automobiles, marine equipment, etc. 53 54
K: Tools, dies, etc. . ... ... ... .... 9 N/C
Other captions . ............... ... 82 98
Total captions ... . .. . .. 1514 1427

Number of Companies:

Presenting above captions .. ... ... .. 502 474

L: Depreciable property breakdown by
line of business .............. ... 40 40

Not presenting details of depreciable
property . ... ... .. 58 86
Total .. ........ . ... ... 600 600

N/C—Not compiled.

*Refer to Company Appendix Section—A: 45, 180, 224, 610; B:
276, 352, 487, 522, C 30, 227; D: 218, 690; E: 16, 58 134 624 F:
115, 293 321 598 G: 127 443 591; 'H: 6 315, 386 645 I: 282,
646, 712 J: 43 228 350, 601; K: 250, 715; L: 69, 497, 532.

ACCUMULATED DEPRECIATION

The committee on terminology of the American Insti-
tute of Certified Public Accountants recommended that
use of the word reserve should be avoided in connec-
tion with accounts such as accumulated depreciation.
The survey of the 600 companies indicates that there
has been a definite trend in this direction. In 1960, 118
companies used the term reserve as compared with 31
companies in 1969. The term accumulated has gained
wide acceptance, increasing in usage from 266 compa-
nies in 1960 to 452 companies in 1969. The term
allowance was used in 1969 by 79 companies as com-
pared with 129 companies in 1960.

Table 2-23 is a summary of the terminology used to
describe accumulated depreciation. The first section
of the table shows the frequency of the primary terms,
such as reserve, accumulated, allowance, etc., as used
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TABLE 2-23: ACCUMULATED DEPRECIATION

Primary Descriptive Terms*

Reserve

oowy

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

Other property reserves . . . .

*1969 Term Used With

Depreciation ............ . .. . . . ..
Depreciation and amortization

Other

Accumulated, etc. . ... ... ... ... . ... ... ...
Allowance, etc. . ... ... . ... ... ... ... .. ... ..

Depreciation and depletion ... ... ... .. . . ... ... .. . ... ..
Depreciation, depletion and amortization .. ... ... .. ... ..

1969 1968 1965 1960
. 452 435 378 266
o 79 86 105 129
o 31 39 67 118
38 40 50 87

o 600 600 600 600
- 7 3 I
Total A B £ D

L. 335 270 38 13 14
175 128 27 11 9
. 34 21 6 2 5
.. 16 9 2 2 3
o 40 24 6 3 I
... 800 452 S 3L 38

in the balance sheets. The second section of the table
classifies the various secondary terms used in the bal-
ance sheet descriptions, showing for the year 1969 the
frequency of their combination with the primary terms.

In December 1967, the Accounting Principles Board
of the American Institute of Certified Public Account-
ants issued Opinion No. 12, which included the follow-
ing pronouncements concerning depreciation:

Classification and Disclosure of Allowances

2. Although it is generally accepted that accumu-
lated allowances for depreciation and depletion and
asset valuation allowances for losses such as those
on receivables and investments should be deducted
from the assets to which they relate, there are in-
stances in which these allowances are shown among
liabilities or elsewhere on the credit side of the bal-
ance sheet.

3. It is the Board’s opinion that such allowances
should be deducted from the assets or groups of
assets to which the allowances relate, with appropri-
ate disclosure.

Disclosure of Depreciable Assets and Depreciation

4. Disclosure of the total amount of depreciation
expense entering into the determination of results
of operations has become a general practice. The
balances of major classes of depreciable assets are
also generally disclosed. Practice varies, however,
with respect to disclosure of the depreciation method
or methods used.

5. Because of the significant effects on financial
position and results of operations of the depreciation
method or methods used, the following disclosures
should be made in the financial statements or in
notes thereto:

a. Depreciation expense for the period,

b. Balances of major classes of depreciable assets,
by nature or function, at the balance-sheet date,

c. Accumulated depreciation, either by major classes
of depreciable assets or in total, at the balance-
sheet date, and

d. A general description of the method or methods
used in computing depreciation with respect to
major classes of depreciable assets.

OTHER RESERVES

Other reserves were deducted from the property ac-
counts in 1969 for losses expected on sales or aban-
donment of plant in process of disposal.

Examples

Examples of presentation of land and depreciable
assets, of accumulated depreciation thereon, and of
other property reserves are presented below.

Breakdown by Kind of Property

ALLIED CHEMICAL CORPORATION
Property, plant and equipment, at cost less

accumulated depreciation, depletion and

amortization .. ... ... .. .. . ........ $903,431,000
Other Financial Data (Amounts in thousands)

Property, Plant and Equipment
December 31

1969 1968
Land and land improvements .. ... ..... $ 66631 $ 64,020
Qil and gas properties, mines, quarries . . 183,663 177,221
Machinery and equipment ............. 1,491,643 1,373,436
Buildings ...... ... ... ...... ... . 255,147 246,901
Office furniture ............. ......... 22,613 20,727
Transportation equipment .. ........... 36,196 21,939
2,055,893 1,904,244
Less—Accumulated depreciation, deple-
tion and amortization ... ... ..... . (1,152,462) (1,056,341)
$ 903,431 $ 847,903
BRENCO INCORPORATED
Properties and Equipment—At cost:
Land and Grading .. . ... . $ 355,563
Property Improvements . ... 193,375
Buildings .. .. ... ... o 2,589,046
Machinery and equipment. 10,732,407
' $13,870,391

Less: Accumulated Depreci-
ation (Note 4) .. ... ... 4,039,325 $9,831,066

Note 4: Substantially all of the Company’s depreciation is com-
puted using the declining-balance method.
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CENTRAL SOYA COMPANY, INC.
Property, plant and equipment, at cost less
accumulated depreciation (Note 3) .. . .. $60,282,353

Note 3: Property, Plant and Equipment—Property, plant and
equipment consisted of:

1969 1968

Buildings and storage facilities ... ... . $39,722,736  $36,312,729

Machinery and equipment . o 75,539,912 69,921,319

Construction in progress ............ 3,009,235 1,996,860
Depreciable property, plant and equip-

ment (at cost) ......... ... .. ... ... 118,271,883 108,230,908

Less accumulated depreciation .. 60,164,371 53,599,818

58,107,512 54,631,090

Land o 2,174,841 2,064,631

Net property, plant and
equipment ... ... ... ... .. . $60,282,353  $56,695,721
Depreciation, which for financial statement purposes is gen-

erally provided by the straight line method, amounted to $6,242,931
in 1969 and $5,848,199 in 1968.

ENGELHARD MINERALS & CHEMICALS
CORPORATION

Property, Plant and Equipment, at Cost:
Land ... ... .. .. . ... ... . $ 3,506,560

Buildings and building improvements 34,475,912
Machinery and equipment = ... . . 99,441,712
Construction and installations in progress. 3,190,818
Mineral deposits and mine development 5,239,197
145,854,199

Less accumulated depreciation and de-
pletion (Note 3) = .. . .. . . 68,061,158

Net property, plant and equipment $77,793,041

Note 3: Depreciation and Depletion—It is the policy of the
Company to provide for depreciation principally under sualghl-
line and sum-of-the- -years digits methods by charges to income in
amounts sufficient to write off the cost of depreciable assets over
their estimated useful lives. Depletion of mineral deposits has
been provided at amounts estimated to cover the cost of the
particular properties being mined, based on quantities depleted
and periodic estimates of the mmerals in place on such properties.
Depreciation and depletion charged to earnings for the year 1969
amounted to $9,240,476; for the year 1968, $8,253,750.

FAILSTAFF BREWING CORPORATION
Property—At cost:

Land $ 2,569,711
Buildings ... .. .. . . 27,604,228
Machinery and equ1pment . 44,616,866
Cooperage, bottles, and pallets 23,444,417
Construction in progress 1,869,219
Total .. ... .. . . 100,104,441

Less accumulated depreciation and other
reserves oL 44,932,587
Remainder ... . .. .. . 55,171,854

Leasehold improvements — unamortized
portion o 545,856
Property——net 55,717,710

FOOTE MINERAL COMPANY
Property, plant and equipment, at cost:

Land .. - $ 1,560,064
Mineral rights and lands 1,045,191
Buildings 33,990,919
Machinery and equ1pment 82,383,006
Construction in progress : 1,737,742
120,716,922

Less accumulated depletion, deprec1at10n
and amortization 57,761,017

$ 62,955,905

THE DOW CHEMICAL COMPANY
Plant Properties Note C)
..... $2,305,128,787

Cost
1,010,128,768
$1,295,000,019

Note C: Plant Properties—Properties and accumulated deprecia-
tion at December 31, 1969 were:

Classifications (000 omitted)
Accumulated
Cost Depreciation
Land ....... . ... .. .. .. .. ... .... . $ 47,904
Land and waterway improvements . ... 41,304 $ 19,706
Buildings ........... ... .. ... .. A 250,661 106,556
Machinery and other equnpment . 1,577,422 839,169
Wells and brine systems .. ... . 35,089 20,666
Furniture and fixtures ... .. R 25,325 13,606
Other ................... ... ... 21,162 10,426
Construction in progress . o 306,262
Total ... .. ..... ... . .. ... $2,305,129  $1,010,129

Depreciation in the United States and Canada is computed pri-
marily under the declining-balance method, whereas in other coun-
tries the straight-line method is generally used.

FORD MOTOR COMPANY o
Property, Plant and Equipment ((’)’; ZZZ;%;
Property, plant and equipment at cost ... . . $6,776.1

Less accumulated depreciation .. ... . 3,237.9
73,5382

Unamortized special tools ... ... .. ... . . 573 0
Net property, plant and equipment . $4, 111 2

Notes to Financial Statements

Property, Plant and Equipment—Property, plant and equipment
at December 31, 1969 are summarized as follows (in millions of

dollars) :
Land ... ... ... .. $ 1510
Buildings and land improvements ......... ....... . 2,094.7
Machinery, equipment and office furniture .. ... ... .. . 4,366.1
Construction in Progress .. ..................... .. ... 164.3
6,776.1
Less accumulated depreciation ... .. ... .. ... ... . ... . 3,237.9
3,538.2
Unamortized special tools . ... ...... ........ ... .. .... 573.0
Total .. ... ... .. ... .. . ... ... $4,111.2

Accelerated depreciation methods are applied to approximately
77% of depreciable assets. The accelerated methods result in ac-
cumulated depreciation of approximately two-thirds of asset cost
during the first half of their estimated useful lives. In general, the
straight-line method of depreciation is applied to the remaining de-
preciable assets.

The costs of special tools are amortized over periods of time
representing the short productive use of such tools.

GENERAL HOST CORPORATION
Property and plant, at cost, less accumulated
depreciation of $55,638,000 and $56,651,-
000 (Note 10) .. ... ... . ... ... ... $41,595,000

Note 10: Property and Plant—
December 28,
1968

December 27,
1969

Land .. ... . .. .. $ 3,504,000 $ 3,309,000
Buildings ........ ... ... ... ..., 32,089,000 31,339,000
Machinery and equipment . 48,202,000 46,612,000
Automobiles and trucks 8,251,000 10,152,000
Construction in progress . 1,423,000 3,654,000
Leasehold improvements ........ ... . 3,764,000 3,380,000
97,233,000 98,446,000

Less — accumulated deprecxanon and
amortization L . 55,638,000 56,651,000
$41,595,000 $41,795,000
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H.J. HEINZ COMPANY
Property, plant and equipment—at cost:
Land ... .. . . ... $ 11,621,666
Buildings and leasehold improvements,
less accumulated depreciation of $32,-

092,160 ($30,343,808 in 1968) ... .. 85,643,207

Equipment, boats and fixtures, less ac-

cumulated depreciation of $100,283,-
832 ($92,362,586 in 1968) .. ...... 118,023,147

Lug boxes, baskets and pallets, less amor-
tization .. ........ .. ... . .. o 2,841,955
$218,129,975

HOLLY SUGAR CORPORATION

Property, Plant, and Equipment—Note 4 $87,765,561
Less accumulated depreciation 36,317,788
$51,447,773

Note 4: Property—At March 31, 1969 property, stated at cost,
included the following:

Operating plants:

Land ... ... ... $ 1,444,876
Buildings . ..... .. P 18,638,149
Machinery and equipment .................. ... . 54,941,152
CTotal ..o 75,024,177
Operating equipment—nonstationary . ...... ...... 10,751,761
Farm property and other .. ... ... ... .. ... ... .. 1,989,623

Total ... ... ... $87,765,561

Depreciation of operating plants is computed by use of the
straight-line method, modified in later years of plant life to a
declining-balance method. The straight-line method and, since 1954
under certain conditions, the sum-of-the-years-digits method have
been used for property other than operating plants.

HOUDAILLE INDUSTRIES, INC.
Property, Plant and Equipment—At Cost:

Land and land improvements .... . . . $ 3,979,897

Land—Aggregate reserves .. 5,652,198
Buildings .. .. . ... ... ... 24,557,829
Machinery and equipment ... .. .. 65,878,186
Office furniture and fixtures L 2,794,870
Mobile equipment and motor vehicles . . 18,516,924
Construction in progress ............. 440,184
Total . .. . .. ... .. .. 121,820,088

Less accumulated depreciation, depletion,
and amortization ... .. .. 77,507,567

Property, plant, and equipment—
net .. ... ...
Notes to Financial Statements

$ 44,312,521

Note F: Depreciation, Depletion, and Investment Credit—Depre-
ciation is recorded in the accounts using both accelerated and
straight-line methods applied to individual property items. For
those assets which are depreciated on the straight-line method in
the accounts and on an accelerated method for tax purposes, pro-
vision is made each year for the taxes which will be payable in
future years.

Depletion is provided for book purposes at rates per ton calcu-
lated to amortize the residual book value of quarry Jands over the
remaining tons estimated to be recoverable.

During 1969, after a comprehensive study of its depreciation
policies, the Corporation elected to depreciate, for financial re-
porting purposes, its newly acquired assets on a uniform basis
utilizing straight-line methods. Previously a combination of acceler-
ated and straight-line methods had been used. For tax purposes
accelerated methods will continue to be followed. At the same
time estimated useful lives for certain categories of asset addi-
tions were lengthened for both financial reporting and tax purposes.
The effect of these changes was to increase 1969 net income by
$296,000 or $.04 per share.

Investment credit of $522,000 for 1969 (including $80,000 from
lengthened lives as noted above) has been included in the state-
ment of consolidated income as a reduction of income tax expense.

I0WA BEEF PACKERS, INC.
Property, Plant and Equipment, at cost
(Notes B, E and F):

Land and land improvements . ... . . . $ 3,405,000

Buildings and stockyards ... .. 17,041,000
Equipment .. . .. . .. ... . .. 22,706,000
43,152,000

Less accumulated depreciation and
amortization ... ... . ... ... .. . 5,944,000
o 37,208,000
Plant expansion in process ... ... .. .. 10,779,000
$47,987,000

Note B: Acquisition of Blue Ribbon Beef Pack, Inc—During the
year the Company acquired, in exchange for $5,331,000 of its con-
vertible debentures, all the outstanding stock of Blue Ribbon Beef
Pack, Inc, which had plants in LeMars and Mason City, Iowa.
The acquisition was accounted for as a purchase, and the opera-
tions of Blue Ribbon since May 31, 1969, have been included in
the accompanying financial statements. The cost in excess of the
net assets acquired, amounting to $2,556,000, was allocated to
property, plant and equipment,

The United States Justice Department has filed suit under the
Clayton Anti-Trust Act in_an attempt to require the Company to
dispose of the plants acquired. The case has been set for trial on
March 2, 1970, and the outcome or its possible financial effect on
the Company is not determinable at this date.

Note E: Property, Plant and Equipment—Plant expansion in
process at November 1, 1969 represents costs of the expansion of
the breaking facilities at Dakota City, Nebraska ($6,199,000) and
the construction of breaking facilities at Emporia, Kansas ($4,-
580,000).

. The Company has elected, when permissible, to compute depre-
ciation on an accelerated basis for income tax purposes, whereas
depreciation has been computed on the straight-line method for
reporting purposes. Deferred income taxes have been provided for
the additional depreciation deducted for tax purposes.

Note F (in_part): Long-Term Obligations—Property, plant and
equipment with a net carrying value of $35,463,000 are pledged as
collateral under the Dakota County, West Point and Emporia bonds
and the mortgage notes.

MCA INC.
Property, Plant and Equipment, at cost
(Note 3)
Land ... .. ... ... . . ... $ 6,298,000
Plant and equipment ... .. ... ... ... 76,309,000
82,607,000
Less—Accumulated depreciation 26,735,000
55,872,000

Note 3: Property, Plant and Equipment—Plant and equipment,
at cost, comprised:

Buildings and improvements ... . ... ... . .. .. .. .. $42,895,000
Furniture, fixtures and equipment . . .. ...... .. .. .. 26,245,000
Residual value of hotel ................. ... .. 4,122,000
Leasehold improvements ..... .................... ) 3,047,000

$76,309,000

Depreciation for the major portion of buildings, improvements,
furniture, fixtures and equipment is provided on an accelerated
declining balance method until such time as a greater amount of
annual depreciation will be provided by changing to the straight line
method; other buildings, improvements, furniture, fixtures and
equipment are depreciated on the straight line method. Leasehold
improvements are amortized over the lesser of the life of the re-
spective leases or the life of the improvement. Depreciation and
amortization expense amounted to $4,408,000 in 1969 and $4,566,-
000 in 1968.

During 1969, the company completed construction of a hotel
which it has leased to the operator for a minimum period of 21
years. In accordance with the financing method of accounting, ag-
gregate minimum rentals, net of $9,303,000 of unearned finance
charges, are included in the consolidated balance sheet as ‘Re-
ceivable under long term lease.” The $4,122,000 of cost remaining
at the end of the initial lease period is carried in plant and equip-
ment as “Residual value of hotel.”
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LOCKHEED AIRCRAFT CORPORATION
Property, Plant and Equip-
ment (Note 5):

1969 1968
Cost ... ... . . ..., $608.,806,000 $500,688,000
Less accumulated de-
preciation and amor-
tization 270,957,000 234,234,000
$337,849,000 $266,454,000

Note 5: Property, plant and equipment stated at cost are sum-
marized as follows:

December December

28, 1969 29, 1968
Land ... ....... . ... ... .. $ 24,480,000 $ 23,074,000
Buﬂdl‘ngs and structures 179,020,000 138,844,000
Machinery and equipment . 318,520,000 242,860,000
Leasehold improvement . ... 60,972,000 51,770,000
Construction in progress 25,814,000 44,140,000
$608,806,000  $500,688,000

The Company uses the double-declining balance method to de-
preciate most of its plant and equipment during the first half of
the asset’s estimated useful life. Thereafter such assets are de-
preciated on the straight-line method.

A material portion of the plant facilities used by the Company
is furnished by the U.S. government.

MARLENE INDUSTRIES CORPORATION
Property, Plant and Equipment, at cost less
accumulated depreciation and amortization:

1970, $2,234,232; (Notes 2 and 4) $7,212,312
Note 2: Property, Plant and Equipment—
Accumulated
Cost Depreciation
Owned by the Company:
Land ... . ... .. .. . . % 52,410
Buildings and 1mprovemems 456,023 $ 57,702
Machinery and equipment 3,939,602 1,663,228
Leasehold improvements 563,936 172,487
Furniture and fixtures 293,789 124,677
Automotive equipment 120,587 72,478
5,426,347 2.090,572
Property nghts Under Leases:
Land L o 155,603
Buildings . 2,317,794 131,111
Machinery and equ1pment 245,121 12,549
Construction in progress . 1,301,679
4,020,197 143,660
Total .. ... . . .. .. ... .. .. $9,446,544 $2,234,232

D_eprecjz\tion and amortization expenses are computed on 2
straight line basis and amounted to $607,187.

Note 4 (in part): Long-Term Debt—Notes, bearing interest at
rates ranging from 4% to 7% per annum are secured by mortgage;
on three plants. They are payable in monthly installments through
1989.

RAYTHEON COMPANY
Property, Plant and Equipment, at cost, less
accumulated depreciation and amortiza-
tion (Note C) $116,347,660

Note C: Property, Plant and Equipment—Balances, at cost, by
major classification at December 31 are as follows:

1969 1968

Land ...... ... . . .. .. .. ... ... $ 4759296 $ 3,764,425
Buildings and leasehold improvements. 64,346,865 50,877,451
Machinery and equipment . 172,706,820 148,873,954
Equipment leased to others .. .. 2,873,042 3,132,095
244,686,023 206,647,925

Less accumulated depreciation and
amortization o 128,338,363 114,836,815

$116,347,660 $ 91,811,110

Generally, provisions for depreciation are computed on the sum-
of-the-years digits method, except for certain subsidiaries that use

the straight-line or declining balance method. Useful lives, on which
depreciation provisions are based, approximate U.S. Treasury guide-
lines. Leasehold improvemests are being amortized over the lesser
of lease periods or estimated useful lives.

NORTH AMERICAN PHILIPS CORPORATION
Property, plant and equipment, at cost, less

accumulated depreciation — $72,956,656

($64,339,041—1968) (Note 3) . $96,516,127

Note 3: Property, Plant and Equipment—
December 31,
69 19

Land ... ... ... . ... ... ... ... $ 6,057,679 $ 4,929,813
Buildings, installations and improve-

MENLS ... oo 52,209,793 47,319,785
Machinery and equipment ........ .. 73,496,648 66,146,940
Equipment rented to customers ..... 10,802,444 8,653,612
Furniture and fixtures ............. 6,693,991 6,227,414
Other, including construction in prog

TESS ... 4,996,573 4,696,020

$154,257,128
Carrier operating property (including
franchises of $711459 not being

$137,973,584

amortized) . ... ... 15,215,655 15,033,390
$169,472,783  $153,006,974
Less accumulated depreciation (in-
cluding $8,113,545 and $7,992,820
relating to carrier operatmg prop-
erty) ... ... S 72,956,656 64,339,041

$ 96,516,127  § 88,667,933

Depreciation is provided over the estimated.useful.lives of the
various properties, principally on the straight-line basis.

ST. REGIS PAPER COMPANY
Property, plant, and equipment,
(Note 3):

at cost

Land, buildings, and equipment . $891,126,000
Less accumulated depreciation 448,381,000
Land, buildings, and equipment, net .. 442,745,000
Timberlands and cutting rights 100,247,000
Less accumulated depletion . 29,577,000
Timberlands and cutting rights, net . 70,670,000

Total property, plant and equip-
ment, net $513,415,000

Note 3. Property, Plant, and Eqmpment-—Land buildings, and
equipment consisted of:

Land .. .. $ 40,871,000
Bu1ldmgs .................................... 153,905,000
Machinery and equlpment .................. 678,453,000
Other ... .. . . ... ... ... 17,897,000

Total .................... . $891,126,000

For financial reporting purposes, depreciation is generally charged
on the straight-line method over the assets’ estimated useful lives,
which are principally forty years for buildings and five to sixteen
years for machinery and equipment.

Authorizations for future capital expenditures aggregated approxi-
mately $22,000,000 at December 31, 1969, as to which commit-
ments of approxnmately $10,000,000 'had been made at that date.

THE STANDARD REGISTER COMPANY
Plant and Equipment

Buildings and improvements $10,620,293
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